
PRIMARY ISSUES 

1. Should Administration propose a coordination of the tax and 

transfer system? 


2. Is this primarily a device for controlling abuse in transfer 

system l reducing EITC abuse, collecting child support or 

recapturing benefits from families with part year earnings or 

experiencing household composition changes throughout the year? 


3. How do we get better estimates of potential abuse? 

4. How should coordination work - simply include benefits in AGI 

or develop a separate worksheet. 


5. If benefits in AGI. which ones and how should interaction with 

EITC work? 


6. If worksheet, what should the four parameters be? See attached 

paper. 


7. What other entitlement reforms or taxation options should be 

considered? 
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Republican Welfare Reform Bill HR. 3500 

A comparison of preliminary HHS and CBO pricing 


(in millions of dollars) 


TiUe and Ses:tion 	 FY94 FY95 

JOS 	 No Additional Benefits for New 
Children 

CI3O' AFDC ·90 ·200 ·260 ·320 
Food Stamps :ll! !!li! llQ 1§!l 

Total 40 ·100 ·120 ·160 

HHS AFDC ·160 440 -620 -810 


FY98 

·350 ·1.220 
!2Q 2:!Q 

·160 ·580 

-1.020 ·3.os0 
• COO has indicated that thesc AFDC savings estimates are • tittle high and will be l'CC5timatcd. 



State Matching 

Several principles have guided the deliberations of the 
working group in formulating our policies. All cost numbers 
reported in this memo refer to a total change in federal and 
state costs of welfare relative to current law. The principles 
are: 

1. In the aggregate, states should not bear any additional 
costs. 

2. There will be state matching for all programs in the 
welfare system - AFDe, child caret JOBS, WORK, administrative 
costs, and child support. The state matching rate should not be 
zero for entities with no investment of their own funds are 
likely to be less vested in the outcome of the program. 

3. If the state bears no additional cost relative to 
current law, there should be significant penalties for not 
spending all federal monies allocated to the state provided there 
was si9nificant need in the state. 

4. To the extent possible, administrative matching rates 
should be standardized across programs within a given state. 

S. Poor performance by a state relative to other state as 
measured by a well defined performance measure should be 
reflected in reduced funds allocated to the poor-performing 
state. 

6. To the maximum extent possible, principle number one 
which is our most important principle should also apply to each 
individual state. However t that will not always be possihle 
especially if under current law not all funds allocated to the 
state for ohild care or JOBS were not utilized. 

As the overall policies in this proposal are finalized, the 
working qroup intends to work closely with the states in 
ascertaining the fiscal impact upon each state. 



Materials for State Match Discussion 

Some initial thoughts on match rate issues/principles: 

The progrrums to be covered by the match rate analysis include: 

1. Administration -- 50\ lAFOe, JOBS, Child Care) 
2. AFDC -- FMAP (50--80\)
3. JOBS -- FMAP with a floor of 60\ (90\ for WIN $$) 
4. Tec -- FMAP 
5. IV-A Child Care -- FMAP 
6. At-Risk Child Care -- FMAP 
7. WORK -­
8. WORK Wages -­
9. Child Support -- 66\ plus incentives equal to 6-10% of 

afdc and nonafdc collections 
•••• Child support currently not in the analysis. 

State financial participation (SFP) in any program or program 
component should not be less than 20%. 

Any enhanced payments (e.g. 90% for ADP) must be time limited and 
should be performance based. 

The current 90\ match rate for WIN money would be discontinued. 

Administrative costs must be continued at a 50% match to avoid 
cost shifting between programs (i.e. Medicaid and FS). 

Benefits would continue at FMAP. Work for wages where wages are 
a function of benefit would be matched at FMAP. 

Investment programs -- JOBS, WORK, Child Support and Child Care 
would have the same base match rate -- e,g. 70%, FMAP plus 10, 
etc. 

Match rates could vary between states but not within states 
across investment programs. 

Incentives must be related to the match rate. 

Incentives would differ by program but in no case can a state's 
combined match rate and incentives exceed 90\ in any program or 
program component. 

States should be rewarded with higher federal financial 
participation (FFP) (5 to 10 percentage points) for spending all 
allocated federal monies for investment programs or program 
components rather than sanctioned for poor performance. 
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Option to vary the match rate by a state's level of effort -- in 
this case a state would be allocated JOBS, WORK and child care 
dollars based on caseload and possibly other need based factors. 
The amount of a state's drawdown of the allocation would be a 
measure of effort; this would be calculated on a quarterly basis. 
The match could vary by the proportion drawn. Incentives would 
be based on program effectiveness to avoid states running ineffi ­
cient programs (i.e. spending down all their allocation but 
serving few mandatories,. etc.), 

Match rates for JOBS and WORK could include a counter-cyclical
adjustment to avoid penalizing a state with high unemployment, 

Allow states some flexibility between JOBS and WORK monies. 
While this could potentially work both ways it would provide a 
state the option of drawing down more federal money for 
investments within the two year time limit. 

States can not use workinq poor child care funds for Tee or IV-A 
child care. 

Lower state match (0.9. 25%) while a person is on a waiting list I J 
if within two years of time limit. ~ 

Issue: In WORK as in current JOBS the delineation between service 
and administrative costs will be bothersome -- WORK functions 
such as worksite development and worker assignment, participant 
monitoring I enforcement/sanctioning. Is developinq and 
monitoring a work slot administration or service? 
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Some proposals;, 

In this analysis we present two basic proposals. In the first 
proposal we maintain the current law match rates for the 
administration of the AFDC and child care programs and AFOC 
benefits including WORK wages and supplements, The match rate 
for investment programs (JOBS, WORK and child care) is sat at a 
flat 75' federal share (including administration of JOBS and 
WORK) . 

The. second proposal has four increasingly generous match rates 
for investment programs. The match rate for investment programs 
is based on the current JOBS-FMAP and is increased by 5, 71 a and 
10 percentage points. This proposal maintains current law match 
rates for administration of the AFDC and child care programs and 
AFDC benefits including WORK program wages and supplements. 

PROGRAM Current proposal
Law 1 2. 2b 2c 2d 

,, 

,,, 

,, 

, 
Admin {AYDC, 

Cel'JOBS, 
50\ 50\ 

ex. JOBS 
50_ 

eX.JOBS 
50\ 

ex.JOBS 
50' 

ex,JOBS 
50. 

exJOBS 

MDe Benefits FMAP FMAP 
50-80\ 

FMAP FMAP FMAP FMAP 

JOBS .- Services FMAP 75\ 
60-80% 
(Wi~ @'0' 

.10BS­
FMAP +5 

JOBS­
FMAP +7 

JOBS_ 
FMAP +8 

JOaS-
FMAP 
+l0 

Child Care (At­
risk, IV-A, Tee) 

FMAP 75. JOBS­
FMAP +5 

JOBS­
FKAP +7 

JOBS­
FMAP +8 

JOBS­
FMAP 

+10 

WORK - ­ Services -­ 75\ JOBS­
FMAP +S 

J085­
FHAP +7 

JOBS­
FMAP +8 

JOIlS-
FMAP 

+10 

WORK - ­ wages 
and suppl.ement 
ote: The current S

-­ FMAP 

1.mUlat.l.on mm:.lel. <iOOS 

FMAP FMAP FMAP FMAP 

not cU.:trerent1.8te etween serv.l.cea ao 
adminiatrativa costs for JOBS and WORK programs. The impact of this omission 
is that we underestimate state expenditures. 
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Table 1 

Current Law Projected Expenditures and 


Reform Proposal 


CUttRENT LAW REFORM PRO­ CHANGEII PROGRAM 
POSAL 

" "l! MDC BENEFITS $26,S2n $26,300 ($220) 

,: AFDC AND CHi:LO CARE 

; 
ADMINISTRATION 3,591 3,591 0 

JOBS 1.648 2.398 150 
,AFDC/jOBS/HORK CHILD CARE 1.080 2.165 1,085 , 

TRANSITIONAL CHILD CARE 360 620· 260 

WORKING POOR CHILD CARE 52. 1 8152 '01 

WORK - OPERATING COSTS 8620 862 

WORK - WAGES (AOOVE AF%)C) 362 3620 

TOTAL $33.725 $38,699 $4,974 

Table 1 contains ACF projections for FY 99 current law expendi­
tures by program for the programs under consideration in this 
analysis. The total FY 99 expenditures is expected to be $33.7 
billion. Under the reform proposal an additional $4.97 billion 
is estimated for a total of $38.7 billion. In our analyses of 
state expenditures under FY 99 current law and welfare reform we 
allocate total expenditures to the states according to the 
following! 

ALLOCATION OF NEW EXPENDITURES 

JOBS. Based on FY 93 	 allotment of JOBS cap. 

JOBS/WORK CHILD CARlI. 	 Based on PY 92 AFDC caseload. 

TRANSITIONAL CHILD CARlI. 	 Based on FY 92 AFDC caseload. 

WORKING POOR CHILD CARlI. 	 Based on FY 93 allocation of At-Risk 
Child Care cap. 

WORK; Based on FY 92 AFDe Caseload. 

CASELOAD REDUCTION SAVINGS. Based on allocation of new JOBS 
expenditures. 
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Table 2 (attached) contains the ACF projection for FY 99 current 
law expenditures and the calculation of federal and state 
expenditure shares across all programs (AFDC, JOBS, child care 
programs). The match rate for benefits is set at FY 95 FMAP. 
The match rates for JOBS and child care are set at FY 95 JOBS­
FMAP and FMAP levels. Total across pro9ram expenditures are 
projected at $33.6 billion (note - our state by state analyses 
exclude Puerto Rico and the territories). The federal share is 
$18.4 billion (55 percent) and the states share being the 
remaining $15.2 billion. Note that ACF budget projections for 
FY 99 indicate that states, in the aggregate, will drawn down 
about 98.5% of the $1 billion in federal JOBS money. 

Tables 3 through 7 contain the match rate alternatives applied to 
budget projections based on the reform proposal, Total 
expenditures across all programs is $38 billion including $4.97 
billion for the reforms. 

Each table (3 through 7) contains six columns. The first and 
second columns contain the federal and state shares of the total 
projected expenditures under the refo~ proposal calculated using 
the new match rate. The third column displays the change in 
state dollars needed to fund the refo~ increase. The fourth 
column shows the percentage change in state expenditures from 
their baseline expenditures displayed in Table 2. The fifth 
column displays the percentage of the reform costs that would be 
borne by the state. The final column displays the state's 
effe'ctive match rate across all programs. 

Under Proposal 1 in Table 3 benefits (including WORK wages and 
supplementation) would be matched at current FMAP levels and 
investment programs would be matched at 75/25 federal/state. The 
total change in state financial participation (column 3) is $.78 
billion or 5% over current law baseline projections. The 
variation between states in the percentage increase in expendi­
tures between baseline and reform (column 4) ranges from a low of 
1% in Delaware (California 3% and New York 2%) to a high of 40% 
in Mississippi. The state share of new expenditures (column 5) 
is 16% of the cost of the projected FY 99 budget increase due to 
welfare reform, $.78 of the total $4.9 billion reform package. 
While the overall number is well within the 20% figure that the 
states t share of the reform expenditures not exceed, thirteen 
(13) states exceed a 20% share. 

Under Proposal 2a displayed in Table 4 benefits (including WORK 
wages and supplementation) would continue at current FMAP and 
investment programs would be matched at the current JOBS FMAP 
plus 5 percentage points (the floor moves from 60 to 65% while 
the highest match would be about 83% thus violating the principle 
of minimum state participation). The total change, under this 
proposal, in SFP is $1.4 billion or 10% over current law. 
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projections of state expenditures. The variation between states 
in the percentage increase in expenditures between baseline and 
reform (column 4) is quite large -- ranging from a low of 5% in 
New York and Alaska to a high of 25% in Texas. The state share 
of new expenditures for the reform (column 5) would be 29\ or 
$1.4 billion. The state share of the costs vary from a low of 
14% in Mississippi to a high of 35% in Wisconsin. Fifteen states 
would have to contribute more than 30% of the cost of the reform 
under this match rate proposal. 

Proposals 2b through 2d differ from proposal 2a in that they
incrementally increase the JOBS-FMAP by 7, 8 and 10 percentage
points, respectively. The overall affect of moving from JOBS­
FMAP +S to JOBS-FMAP +10 is that the state share of new 
expenditures declines to 20 percent in Proposal 2d shown in Table 
7. Even in this more generous proposal 23 states exceed 20 
percent financial participation. JOBS-FMAP +10 also puts the 
highest match rates for JOBS I WORK and child care at about SS% 
federal participation. 
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Percent of Proposed Match for 
Allocation state Currently at 
Spent or 60 Percent Match 
Dollars if 
100 is Cap 

Federal state 
Share Share 

5 3.00 2.00 
10 6.00 4.00 
15 9.00 6.00 
20 12.00 8.00 
25 15.00 10.00 
30 18.00 12.00 
35 21.00 14.00 
40 24.00 16.00 
45 27.00 18.00 
50 30.00 20.00 
55 33.00 22.00 
60 36.00 24.00 
65 39.00 26.00 
70 42.00 28.00 
75 45.00 30.00 
ao 48.00 32.00 
85 51.00 34.00 
90 54.00 36.00 
95 57.00 38.00 

100 70.00 30.00 

10% Bonus 5% B 
Additional state Additio 
Match Required Match R 
to Reach Total to Reac 

Allotment Allot 

28.00 28.25 
26.00 26.50 
24.00 24.75 
22.00 23.00 
20.00 21.25 
18.00 19.50 
16.00 17.75 
14.00 16.00 
12.00 14.25 
10.00 12.50 
8.00 10.75 
6.00 9.00 
4.00 7.25 
2.00 5.50 
0.00 '3.75 

-2.00 2.00 
-4.00 0.25 
-6.00 -1.50 
-a.oo -3.25 
0.00 0.00 
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DRAFT 
SUMMARY PRICING 


HHS Estimate (Feb 24) and Two Possible Altern.tives 

(By iisul ~ar, in millions of dollars) 

5 Year 10 Year Steady 
3/2/94 1(k58 1995 1996 1997 19980 1999 Total 2004 Total State 

ii'ii'ANsifioNAil'AssIsTAliIrniioLLowifiiiiVW6RK1'!!i:i";".'B'if'mIlIiMi.,»'"""""",,,,,,,,,,_, v ~M_"''''''''''''W,'''''''''~''''" """"''''»>'i~<'...~"" ""AwP/;},W,"W"",,,",pd;iJ:,,·, ••/:~:", ~.~' ,"·c· 

Subtotal Transitional Assistance/WORK o 620 1,950 

Option A o 455 1,360 

Option B o 415 1,235 


2,285 
1,420 
1,290 

N/A 
N/A 
N/A 

Subtotal Parental Responsibility (5) t;) 465 795 N/A 
Option A (25) (45) 75 170 N/A 
OptionB (25) (601 50 115 N/A 

2,500 1;5001Subtotal Making Work Pay 0 500 1,000 1,500 2,000 !f~5;ooo' N/A
"" ""'-"~Option A 0 :18Il 555 835 1,110 ';~ 1,350 .~~?~~ N/A 


OptionB 0 0 0 0 o "., 0, ,c.," N/A
o "·'iilO 
, '" 

f'l 
.R"'mNVii:NT!NG'GOVERNMEN""~'1"''1' , ' 
>d#-'>"h"~-+," _ 'M/h,y.o'N~__ '-"0',-__0·,0:1:1. • ", 

HHS Subtotal Reinventing Covcrtl1llC'Ot 0 0 0 0 0 N/A 
Option A 0 0 0 0 0 N/A 
OptionB 0 0 0 0 0 N/A~. 

--"1;~!.•F'" "-,;~F19}i.]1Ii5~1L31Iilll.tlIl1~ _.J4 ,", m",· /y,':',,," &:UP4_ 
:'P~:: 

~fz ~_' _% ;,'_d:,' .~. 
11:1;""'- -",','

HUS Proposal (5) 1,115 3,415 4.sso N/A5,865 ~~~~~I,~ 8,,925 i~~~' 
A Subtotal (25) 690 1,990 2,425 3,065 Jt/~~1 5,6S0 ~~- 31~23 N/A 
B Subtotal (25) 355 1/2:65 1,405 1,,735 t 4/?3S: 4.095 lf20;l38: N/A 



DRAFT 
PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTA TEl 

HHS Estimate (Feb 24) and Two Possible Alternatives 
(By fiscal year. in millions 01 dollars) 

5 Year 
3/2/94 10-.58 1995 1996 1997 1998 1999 ToW 2:OGiI 

DETAILED 

10 Year Sl<ady 
Total Stal< 

• JOBS Prep: Case Management for Defenals 0 
A l.imiUd Cast: Management for lOBS Prep 0 
1I No Cast: Managnnm' for JOBS Prep 0 

• Additional JOBS Spending: Participation assumed to be 
50% above intense saturation work demo 0 
A Pa11iciptJlimt 10% abovt intense demo 0 
B PtuliripalUm 10% _ intense demo 0 

• WORK Program 	2/ 0 
A Cspptd Ov<rhtad and part-lim< "",rim 

!WI disib/< for MIX ufItT two 11'"''' 0 
B Sam",. "PlUm A 0 

• 	Child Cam for JOBS/WORK Participants 0 
A Child Ca", A5s0<iated with Option A 0 
8 ClIi14 Or", Associa/tJ! with OpIUm B 0 

• Transitional Child ean. 3/ 	 0 

15 
10 

Q 

260 
190 
190 

0 

0 
Q 

240 
ISO 
1SO 

85 

50 

2S 
0 

Il20 
610 
610 

0 

0 
a 

650 
415 
415 

2SO 

60 
30 
0 

940 
700 
700 

120 

(65) 
(65) 

750 

445 
445 

300 

70 

35 
0 

980 
73Q 
73Q 

620 

265 
265 

870 

540 
540 

350 

2,244 9/ t~~r:tofrrii: "I1~. 
~i "ii'* , , ~',}, l""r'~
5~+~
''J' '] "i;...".4,~,," ­~1.\tio i 8,790 91 

!I:jr~ :J.5~. I..\...;...\ ;,,\>,.!r'~'~"A:, 

3;IOO!
• > ~

z,ZJO 
~~"~ 
.~" 
". "0! > I~".~~'w. ,.",'
~<t:7:~,::: 

AvNc,'",,::,:: 

7.lO 
650 
650 

3,{)40 

600.,')$.,1 
A Altmutivr rmda fl'!'tJiew 0 85 250 300 350 

B Altmwtive Ander reWw 0 85 250 300 350 


• 	Enhanced Teen Case Ma~gernent 0 50 90 lOS 110 120 ,0-,01. ~" 
A Cap ndmin ""Is for case "",__t tU $ SO m. 0 3Q SO SO 50 
BDefer 0 0 0 0 0 

1 




DRAFT DETAILED 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
HHS Estimate (Feb 24) and Two Possible Alternatives 

(By fiscal year, in millions of dollars) 
5 Year 10 Year Steady 

1~.58 1995 1996 1997 1998 1999 Total 2004 Total Slate 

• Economic Development: Microenmprise loons 
and Individual Dewlopmen. Acrounts 4/ 
A Modes! Eronornk Dn>eWpmrnl 
8 De{t:r 

• Savings - Caseload Reduction 
A Nochange 
B No change 

Subtotll Transitional AssiJtan<elWORK 

A .5."'0'.1BS.bto'., 

• 	Require Minor Moms to Llve with Parents 
A Nocha~ 
8 Nocha~ 

• Comprehensive Demonstration Grants 
A Nochange 
B Nochange 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

(10) 

(lO) 

(IO) 

620 
455 

415 

(45) 

(45) 

(45) 

50 
50 
50 

100 
50 
0 

(40) 

(4O) 

(W) 

1.951l 
1;M;6 
1,235 

(50) 

(50) 

ISO} 

50 
50 
SO 

100 
50 
0 

(90) 

(90) 
(90) 

2,285 

1,420 
1,290 

(50) 

(SO) 

(50! 

50 
50 
SO 

100 
50 
0 

(100) 
(100) 
(100) 

3,000 

1,920 
1,785 

(50) 

(SO) 

(SO) 

50 
SO 
SO 

IMt '}'/~ 


";"7111
15~1S5, ' ,~'1!0 
/~;1'2;i 

0 
0 
0 

(250) 

(25O) 

(2S0) 

6.535 
5,1)65 

4,955 

- 1 

N/A 
~ffi1"Aft331.24 • .25:) Nt" 

~i31ul , Nt" 

2 



DRAFT 
DETAILED 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTA TE) 

HHS Estimate (Feb 24) and Two Possible Allematives 


(By fiscal year. in millions of dollars) 
5 Year 10 Year Sready 

1995 1996 1997 1998 1m Total 2004 

• 	Two Parent Provision: Quarters of Work 
and 100 hour rule 51 0 0 440 680 945 ~66s:1 1.115 
A Quarters of Wmk Only 0 0 220 34iJ 475 ~1,035 d 560 
B Quarters of Wcik Only 0 0 220 34iJ 475 "l;~35}l 560 

'~'l
• 	NO' additional benefits for additional children (35) (100) (110) (l40) 115O):,iS3l11 (150) 

A Nocha:ngt 	 (35) (100) (lI0i (140) (150)'/5351(lSO) 1wy//./. 

B Nochange 	 (35) (l00) (110) (140) (JSO)(S35)~ (1501 

• Child Support Eniorarnent 6/ 
Paternity E""bHshment 5 20 (110) (165) (215), J'~ (355) 
Erumcement(Net) (10) (20) (65) (SO) (320)! (4951' (I,Q15) 

i";jComPO'" Costs l!i 35 95 l!iQ 160 . ;;ih'~] l!!! 

Sub-total CSE 10 35 (SO) (SS) (1,270) 


(375) 1., :'~il 

A NoChange 10 35 (SO) (SS) (375) 1';(l§5) (1.270)
",,,,"1'm
B NoChangt 	 10 35 (SO) ISS) (375)!lI.~95) (l,2701 

• Non-custodial Parent Provisions 0 30 85 110 165 rWI.,,390 185 
A Modest NOI'1-at$todial Parent Provisions 0 15 45 55 85 ~l_':j~ 85 
B De{" 0 0 0 0 a ('~MJI---:-.!O_ 0 

• Ao:ess Grants and Parenting Demonstrations 20 25 30 30 30 	 30'~135~
A De{" 	 0 0 0 0 0 0'11~8 De{er 	 0 0 0 0 0 : - o-o-ol)_ 0 

3 



D~!~FT DETAILED 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAlJSTA TE) 
HHS Estimate (Feb 24) and Two Possible Alternatives 

(By fiscal ynl', in millions of dollars) 
5 Year 

1996 1997 199!! 1999 Total 2004 
10 Year 

Total 
Steady 

" Child Support Assurance iJemonstratlons 
A Umilnrnl ClIp CSA V<mos 
B Defer 

Subtotal Parental Rtsponsibility 
A Subtotal 
B Subtotld 

• 	Working Poor Child Care 
A Target ChiM Care at Pamtl$ 26 and undtt 
B Def'" 

• 	Advance ruTC 'JI 
A NoOuznge 
B NoCJumg< 

Subtotal Making Work Pay 
A Subtotal 
n Subtotal 

U 

0 
0 

(5) 

(25) 

(25) 

0 
a 
0 

0 
0 
0 

0 
0 
0 

0 

0 
a 

(5) 
(45) 

(60) 

500 
280 

0 

0 
0 
0 

500 
280 

0 

100 
50 
0 

465 

75 
30 

1,000 
ill 

0 

0 
0 
0 

1,000 
555 

Q 

200 
50 
0 

195 
170 
115 

1.soo 
835 

a 

0 
0 
0 

1.soo 
835 

0 

250 
50 
a 

865 
35 

(50) 

2.000 
1,110 

0 

0 
0 
0 

2.000 
1,110 

a 

,~,-,',"'--'--" :I~~I

> JHO, 

0 ~nk~~j~.. NO!! 
0 
a 

NIA 
1110) r41 NIA =1;S~~ NIA 

2,SOO N/A 

1,390 NIA 
0 NIA 

4 



DRAfT DETAILED 

PRELIMINARY WELFARE REFORM COST ESTIMATES IFEDERAI1STA TE) 
HHS Estimate (Feb 24) and Two Possible Allematives 

(By fiscal year, in millions of dollars) 
5 Year 10 Year Steady 

3/2/94100.58 199$ 1_ 1997 1998 1999 ToW 2004 Total Sta~ 

• Asset Rules. Filing Uni~ 
Simplification of Earnings 
Disregards. Accounting and 
RA>porting Rules 8/ 0 0 0 0 0 

Subtotal Reinv~nUng Covt:mment 0 0 0 0 0 0 0 
A NoauUlg~ 0 0 0 0 0 0 0 
B NoaJ(m~ 0 0 0 0 0 0 0 

HHSProp."..:t (S) 1,115 3,415 4.580 5,865 N/A 

A Subtotal 125) 690 1,900 2,425 3,065 NIA 

B Subtotal 125) 355 1,265 1,405 1,735 NIA 

5 
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,~'4 n . ."C.... " ""~r DETAILED'" I! ..... .;t--.... ..t 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAIJSTATE) 

HHS Estimate (Feb 24) and Two Possible Alternative. 


(By f'lSul year, in minions of dollars) 
5 Year Sready 

10-.58 

.,,,,,", 

Slate 5y>tems Cosls 51 200 200 200 200 200 

Includes eslim4tts of S"'''fFederal ",,/$ to Wpt computer and ether under tit< new p_. 


Child 0.", Feeding Costs (jOBS/WORK/TCO o 35 95 105 120 

The CACFP costs asscdaltd with «panded child "'''' 


Child 0.", Feeding Costs(Wornng Poor) o 50 100 150 200 

The CACFP ccsts asscdaltd with txpanded child en,. 


WORK Program 0 0 0 10 50 

_ £lTC and Hmllh Cart R<iform Be/uroioral Assumptions from HHS', climates 


Frod Stamps InteractiOM Not Y<:t Estimated 
Medicaid InteractIDns Not Yet Estimated 
Other Interactions: Not Yet Estimated 

6 
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DETAILED 


PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
HHS Estimate (Feb 24) and Two Possible Alternatives 

(By fiscal year~ in millions of dol1ars) 
5Y.., 10Yt'Al St..dy 

3/2/94 10,58 1995 1996 1991 1998 1999 Total 2004 Total Stat;: 

"~il'.'_'·"'il__"'_~~·l{j" J~ ~:)~~4~")LLlim~J.:o; -,.1 

1 	 HHSdoU., _ ........ pnwided only through FY99, SUOOequentesHma"", are based on HHS caseload tahl ... 
Corrections for the Alternative were made to a.} apply the reform polices to the Budget baseline rather than the 
lowC1' baseline HHS assumed would result from ElTe increases and health refonn. Savings are for options 
considered independently. Combined effect have not been estimated yet. Steady State estimate uses 2004 caselood 
with no effects of EITe increases or health refurm. 

2 	Repeat_I, 
3 	 Working with HHS to understand Tee assumptions. 
4 	 Eronomic development is a 3 yeardemonstration project. 
S 	ptace holder estimate .... W11! be revised shortly. 
6 These nun:lbers were received verbal1y Feb. 28. Child Support cstimatesAre combined. Fedl.-ral and State 

shares of costs and collections. Under current Jaw, these provisions would have Federal rosts and savings 
7 HHS's cum.'1tt proposal assumes no sroreab1e costs for the Advanced RITe. A change in law in order to mandate the 

advanced EITC couJd have significant rests 
8 HHSs current proposal assumes that the Reinventing Government items will have no net costs. This m.ay be 

diliicult to accompJish given the magnitude of the savings and costs within this category. 
9 These represent.teady state 0051. of theHHS proposed JOBS and WORK programsassumlng no effects of the EITC 

and health reform, 
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Participation footnote: 

HHS assumes transition program parents (including part-lime workers) will spend 
virtually every month in a JOBS activity. This is nearly double the participation levels 
reached in the flagship Saturation Work Initiative Model demonstration in San Diego. 
The less intensive option describes a national program which is more than 10 percent 
more intensive than SWIM. It woutd occupy about two-thirds of all the months cases 
were in a mature transition program. Even at that level, there would be concem that 
JOBS activities were delaying exits from AFDC. 



Welfare Refonn Costs And Offsets 
HHS Estimates Extrapolated To 2004 
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HHS Preliminary Welfare Reform Offset Estimates 

EXlrapoJatt!d to 2D04 

5-year to-year 
3/219410,23 1995 1996 1997 1995 1999 -rotal 2004 Total 

Cap Emergency Assistanre 11 0,26 0.35 0,42 O,SO 056 0.70 
Target ChUd Care r-uod Program 21 0.16 0,21 0.23 0,27 0,30 0,45 
Adjust SSt Deeming RuJ(> 21 0,18 0,\9 0,21 0,23 0,25 0,35 
Reapplication for SS! Cases Most 

Ukely to Improve 2/ 0,07 0.16 0,26 0.37 0.42 

11m '; 
~,;;~JW1Ml:28i 0,67 

Tighten Sponsorship and Eligibility 
Rules for Aliens 31 0,27 0.52 1.13 bZ!l 2,\4' m 

Total 0,94 1.43 2,25 3,{)7 3,67;it 1'1:361 4,90 

Notes on extrapolations for 2000· 2004 
1/ Assumes that under current law, States would take maximum advantage of EA by 1999, with 

baseline growing by inflation afrenvards. 
2! Growth assumed to be at the same dollar increment as between 1998 and 1999. 
31 Assumes that continued immigration would keep savings growing slightly more than inflation. 

A 5% growth rate is assumed. 
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SuMMARy ANDW()RKIN(n;ROuP RECOMMENDATIONS 

EveIYone is ftusttated with !be weltm systeDI. Welftrc "'form I. desi,gned to give people 
back !he dignity and. ""ntrollbat comes fiom work 81111~. 't Is aboUt n:infon:Jns 
work and family and oppoIIWJ.ity 8l1li ROpOIlSibDity. " 

The """"nt .... If"'" l)I.aem provides cash suppon and • set of rules and ~ t'ocwed 
on verifying eligibility ratber tban on mOVlni """ple to ..If-suppon. We P"'I"'*" a new 
vision aimed, at belping people ropin the means of !IIppQI!ing _ 8l1li II holdJns 
people responsible for themselvO$ and !heir families. The proposal empb8sizes that _ is 
valued by making work pay. It indicalOS Ibat people Ilrould not bay. cbDdren until they in: 
able to suppon !bem, It >ianaIs that pmots4othpa,.ms"have respomibilitie< to suppon 
their cbildren. It gives people aecess to !he training !hey need, but also CAp<ds work in 
retum, II limits cash assistance ,. two yean. 8IIII1ba1i I<qUires work. preferably in !he 
private sector. but in colTlllllllllty servi<:e jobs if_ry. Most imporuntIy. it changes the 
culture of welfare offices. getting them out of the cbeck-writing business a.od into the .tri.ioirig " 
and job-placement business, ' . 

. 
,Ultimately. !his plan requires cbaI\ging almost cveryIhing ,bool the way in which we provide 
suppon 10 struggling femUies, To achieve !his visi<>n. the pian bas four main elements, 

MAJOR THEMES 

Transitional AuIstan~ Followed by Work 

• 	 full Pl!IIicjpatlon, Every... who ....ives cub support is expected 10 do something' 
10 belp themselve. and their community. The I<qUiremom applies to llIose who arc 
preparing tbemselves for work and to those who arc currently not ...dy to work, 
Those who arc unable to work due to disability or other reasons will be expected to 

,: 	 do something for _elve. or !heir community. bul wUl not be subject 10 time limits 
until !hey arc ready to engage in Il'aWn8. edneation or'job placement services. 

• 	 Training. e4us:ation and iob plICewW Gcr!iGcs (the JOBS promm).. As soon 
as people begin receiving public ...is....e. they will .sign a personal 
responsibility contract and develop an employability plan to move !hem into 
work as qUickly .. possible, Many will get Jobs quickly-in weeks or tIlODths­
after auistance with job sean:b and job preparation. Others will spend time in 
education and training servie<s as oeeded: The program will be closely 
coordinated with existing ....inatream educatioD 8l1li training programs 

, • . 	 including current and new Labor Department programs (the Job TrainIng 
Partnersbip Act and the Workforce Security Act). Scbool-to-Work pro_. 
vocational and poSt-secondary educedo•. 

• 	 lim. Ijmils. People who are able to work will be limited to two yem of cash 
assiSlanoe. Most people are expected to ento, employment well before !be two 
years are up. Extensions to complete an edueation program expected to 
enhance self-sufficiency will be granted in ,limited number or ...... 
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• 	 l'l9rk for !ho$ wbo exhaust thejr time limit <!he WORKJlroKraml. 'I"Ilooe 
.' peupJ.o.- are iIilIlUlAbJt 10 jjlld ,,.Dd<.It lhe """ aI IWD 1=$,will be 

RqUIIod to work In a prlvaJt secror. community 'Ief\'la' or publiC sector job. 
"Ibelc;-..., ~ 10 be real.' work·far·wages jobs. The progmm will be 
d..igncd 10 favor umubsidized work and to cnsuno tbat subsidized jobs .... 
short-lClm and non-displacillll . ." 	 . ,", 

Miklng Work PlQ' 

• 	 Beallh we refogn. An ••""ltial part of moving peeple from weIfan: to work is 
ensuring tbat workillll peeple get health proIeCIion. The _ SY$llllD I<eep$ peepl; 
from 1cavill8 welf..., far fear of loSillII !beir IieaIIh insurance. 

• 	 Advanc. payment of !he Earned Income In CmlillElICl. The expanded 
ElTC makes it posoible for low·wage workers 10 support their famili.. above 

_, 	 poverty. Efforts will be made to help famlli., """,ive the ElTC on a ... guIar 
basis. 

• 	 Child cal< fllI Ibe workjng poor. ' In addition to ensuring child em for ' 
partidpanls In Ibe II'lIIISitionai ..,lstmIU progmm and for those who transition 
Qff welfare. child em subsidies wUfbe made avaUable 10 low-income wDd<ill8 
families who bave never been on welfare but for wbom assistance is esSODlial ' 
to enable them 10 ",main in !be workforoe and off welfare, 

. . 
I'Bmltal Responslblllty 

• Child SU11PQrt eDfon;cment. The child support eaIorcement system will be 
, 	 . . strengthened fa ensure that awards are establisbed in every case. that fair 

award levels are maintained and thaI awards lbat are owed an: in fact 
collected, Demoll'tn"loru of child support assurance and Df programs for 
nonc:ur.todial pamtt... wiU be conducted. 

• 	 Efforts ajmed at minor motheIS. J$:$POIlSiblr family pllmPina and PreYtruionl 
Minor·mothers will I<eelve special case managemet!! service. and wUl be 
required to live al home and .tay In school 10 n:ceIve lneomc support. Access 
to famlly planning wHI be etlSlll'ed. A strategy far invesriDg in and learning 
from programs to prevent bigh-risk _vlor and teen pr;gnancy will be 
pursued. 

• 	 Efforts to promote tw"'pam!! "'Dllli~•. · We will provl<lo better ouppOft far two-parcot 
famme, by eliminating or n:duclng the current bias In the welfare .y""'" in wbkh 
two-parent farnllies are subject to ...,.,. stringent eligibilitY rules than SillIIIe-pareot 
farnllies. . 

. . . 
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Reltt-'lni Government Assistance 

• 	 j;;oonIjnaUOR. Ilmplltlcation and 1!I!!l!lW!!d jncent!yeJ; iJllnconJo M!pOIl JlIllWW, 
The aduiinislratl"" and regUlatory pro~ Iuuotutco of AFDC 1IIl!I. Food SUmp. will 
be t'cdesigncd lo &implify and <:aordinar.. rules and 10 cneourqc WOI'k, family 
fonnation and Llset ac:<umulation. 

• 	 A.1lerfonnRru;e.buqI MlQ!!. In lIddition 10 Incentives for tlieDts. lnoe.oIlves 
will be designed 10 bring about tIwJge in tIJe culture of welfare offices with 811 
cmpbasis on wort and perfonnance. 

POLICY ISSUES TO BE RESOLVED 

The anached paper lay. out tIJe major i$SUes IlIat n=l1O be addressed. It is organized 
around each of tIJe flIst three broad elements listed above. Io each case•• dcs<riptlon of tIJe 
proposed policy is provided and rtmaining is","s diStUSSCd. (The details of tIJe fouttll 
element-ReInventing Oovemmcnt Assisl>nCe-will be addressed later in • separate paper. 
We 81Iticipa", thai cbanges will be COSl1l<)lual for that part of tIJe proposal. so tlJey will not 
affect cost estimates or financing n=ls.)· ' , 

The Welfare Reform Working Group met on Sal!mlay Febtual')' 26 and discoased tIJe i$SUes 
that were identified as tIJe moot important ill !be paper. There are five panlcularly 
significant sets of issues Utat ,need 10 be resolved: ' 

The stale and ph ....1n of lb. reformed welfare system 

Shou1d we Seek to bring everyone on the easeload into the new system quickJy. or should we 
'wti.lIy "'gel O\lf lesou.... 10 sub-groups. mob as new applicants or dlC YOUll8est third of 
the caseload? 

" 

Immediate implementation of dlC new program would severely main tIJe ability of federal 
and stare governtneJits 10 implement tIJe new ay,tem. 

The Working Group agreed that a p_·1n approach was necessary. 

A phase·in stratellY could BtBr! with new applicants, or it could SIart -.vitll YDUll8 applicants 
and n:clpients. Starting with young people avoids any incentives to stay on welfare 81Id any 
"rewanls" to baving tbi1dren and coming on welfare: early. It also allows for mvestmeuts in 
farnili<1 who bave !be most bop< of being helped, 

The Working Group agreed Utat an initial foc:u.; on dlC youngest third of tile 
weload was their prefenred phase·in strategy. ' 
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'ElnerUlous iUlld exemptions &om the time limit 

Should any groups of n:cipienls bave the t!ni~ Il!itit elttC1ld'ed? Should any be exempted from " .', ' 
the rcqu~ of the time limit? 

'I'be issue of exteml... arises because rome n:cipienls, CspcciaJly !bose wiib huIguagc 
diffJCUltie" education deficits ODd DO wort experience. may not be able to appropriately 
prepare themselves for work in • IWO-year period, 

,. 	 , . 'l'beWotXillg Group agreed thet • Ilmited mnnber of extensions for BIlCh 
, 	JlUIIlOSCs as completing a high school, school to work or j<lb traiIIiDg program. 


or for completlni • progmm of postsecondary education combined wi!b worlt. 

were appropriate. 


'I'be issue of extmptioas from the time limit arise. because not all recipienlS are able to 
work, even if they are nOl severely enougb disabled 10 qualify for SS!. A second type ,of 
exemption issue arises because requiring panicipatiOll from molbera of inf_ or very young 
children may interfere with healthy child d.velopm.nt and requin:: sub.stantlal expenditw:es on 
infant day care. Under c:um:Dt law, over balf the caseload, including molbera of children 
lInder lbree, is .xempted from partiCipation. 

'I'be Working Group agn:ed ilia. demptions sbould be limi'ed, and the. 

participation in some actiyni... should be expected even of !bose who are 

t1l:mp1ed. The Wor%iDg Group ag:roCd that siates Should be permiUod to 

....mpt lip to a fixed pen:en1II,e of the easeload for disabililies, care of a 

disabled child and other serious barriers to work. 


The Working Group split over the I,sue of wbethe, exemptions for motheri of 

infantS should be for On< yeu (I.e., until 'the baby', first binMay) or for 

twelve weeks (Twelve weeks is the mandated leave time in the Parenal Leave 


. " 	 Act.) MO't members .greed on a one year e."",ptIon for infantS who were 
not conceived on welfare and a twelve week exempfWn for those conceived on 
welfare, wit!i'. sta•• option to lower the exemptioD period to twelve weeks for 
all children, . 

The sInlcture and r«julrements of Ih. WOIIK program ror people who _ to the 
tim. limit without Iia'ling round unrubslcllzed work 

After a ""rso" hilS the time Ihni~ ,bould we mandate SlaWS to provide a job which poy. an 
bourly wage. or should we aIInw S..... to cotlliDue P")'illg a welfare _ while roqulriIla 
work as a condition of receipt? What methods should we use to minin:Uu l'1"S'tcrm 
participation in this work prOllr>m? How many bours of work should he requhed?

I, ".' , 
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Work for wa,&;!s versus work for welfare. Despite a focus on getting everyone into 
ull5Ubsidized employment as quickly as possible, a small percentage of those who start on 
welfare will hi' the time limit without baving fotted work, After a period of job search, the 
state may be required to provide a subsidized or community service job for some, One 
issue is whether states should be pennitted to offer "workfare" slots, as opposed to 
subsidized private sector work or community service jobs in which the participant works for 
wages. Workfare is somewhat easier to adminis.ter than work for wages~ but does not 
provide either the dignity or the discipline of a job that pays wages, 

The Working Group agreed that an empbasis on work for wages is a defining 
feature of the Administration's welfare reform proposal, 

Discouraging extended participation in subsjdized Or cQmrnunitv service wort. The 
WORK program of subsidized and community service jobs is designed to be a short tern! 

supplement to unsubsidized work in the private sector. not a replacement for (t. A number. 
of steps ,can be taken to ensure this. 

The Working Group agreed that subsidized job slots would laS! for a defined 
period of time, after which !lie person would again be expected to look for ' 
uruubsidized work. 

The Working Group agreed that the availability of the ElTC as a supplement 
to private sector wor~ would pro~ide a powerful incentive for participants to 
move from the WORK program into ull5Ubsidized work, 

The Working Group also agreed that federal reintbursement to states should 
decline the longer people were OD the rolls. in order to provide serious 
incentives to move people into employment 

The Working Group also agreed that refusal to accept a private • ..,tor job 
should result in tennination of benefits. 

An issue arises around what is expected to be a relatively small number of people who 
continue to be unable to find unsubsidized employment after placement in a job slot and 
private sector job search despite being willing and able to work, (Refusing a job would be 
grounds for being cut off. and a work for wages mode1 would already provide sanctions 
because not showing up for work would mean no paycheck,) Some argue that they should be 
placed in community service slots for as long as they 'need them. Others argue that this 
policy would lead to permanent guaranteed jobs that might be expensive and perceived as 
simply another welfare program, Instead, people who bave nor found employment might 
relUm to a deferred status, might have their welfare benefits reduced or might be cut off 
entirely. 
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The Working Group agreed that a serious reassessment sbould be done of 
everyone who comes to the end of two or three years in work assignments 
without baving found private sector work. Those found at that point to be 
unable to work eQuid be returned to deferred status with full benefits. Those 
found to'be able to work and unwilling to take an unsubsidized job. would bave 
assistance tenninated. In situations where jobs were not available for people 
who conscientiously played by the rules and tried to find work, assistance 
would be continued through another job slot, a workfare assignment. or 
training linked with work. 

Minimum wort expectations; pan time or fuJI lime.. Everyone agrees that 
independence is Ibe ultimate goal of Ibe system. But two related questions arise in thinking 
about people working less than full time. The flTSt issue is whelber someone who is working 
at least half time in a private unsubsidized job can continue to receive supplementary welfare 
benefits after tv.'o years if they live in a state where half time work at the minimum wage 
would leave them below !he income level for welfare receipt in that state. Proponents of 
allowing benefit receipt in these situations argue that half time work allows parents time to 
nurture their children as well as to support them fmancially--. task which is especially 
difficult for single parents. They also argue that getting someone to work pan time is a big 
success and should be rewarded. opponents argue Ibat full time work and an end to welfare 
receipt should be the expectation. They argue Ibat continuing AFDC as a work supplement 
for long periods of time is counter to the basic philosophy of the new program, 

The Working Group was split on this issue. About half !he group felt that part 
time workers should continue to be eligible for supplemenlllry benefits after 
the time limit. Others felt that Ibe time limit should apply, but with many 
arguing for a slowing of the clock for part time workers. Some members 
suggested a compromise that said that supplementary welfare benefits would be 
provided for pan time workers (at least twenty hours) who bad pre-school 
children, and at state option to other part time: workers. 

A related issue arises around the number of hours of work that states would be required \() 
provide Ihrough subsidized or community service jobs, and around !he supplemental welfare 
benefits that would need to be paid if the required hours of work did not generate pay at least 
as high as the welfare benefits received by non-working welfare recipients in the Slate. 
Because of wide variations in state welfare benefit levels, the number of hours of work at the 
minimum wage required to earn the equivalent of the welfare benefit level for a family of 
three ranges from about 7 to about 47 hours per week. For larger families, work hours 
would have to be higher [0 reach the welfare ben.efilleveJs. It is obviously hard to structure 
• real job of eight or ten hours per week. At !he olber extreme, it is unreasonable to require 
more than the conventional deftnition of full time wort. 

The Working Group agreed that stateS could vary !he number of work hours 
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they required, but thai they could go lID lower than 15 nor higher than 35. 
There was also agreement that the wage paid must be at least the minimum 
wage and could be higher. 

We assume thai most slates could and would require work hours that would produce earnings 
roughly equiv.leru 10 welfare benefilS; some Slates might do this by paying more than the 
minimum wage. In the median state this would be aboul 26 hourn • week at the minimum 
wage for a family of three. Some higher benefit states might choose. however. to structure 
jobs with fewer hours. and some very high benefit states might choose not to raise the wage 
to a level sufficient to pay the equivalent of the welfare benefit. Should they be aUowed to 
do this and required to provide a supplementary benefit to bring family income up to the 
level of welfare benefits for recipients who don't work? The argument for doing so is peopJe 
who are playing by the rules and working, even if they have not been able to find an 
unsubsidized job. should not be penalized by receiving lower benefits. The argument against 
doing so is thaI this tOO would coruinu. welfare as a work supplement. 

The Working Group was split on this issue. The discussion tended to parallel. 
the discussion on tne acceptability of part time work. There was some 
sentiment in favor of varying the expectation for parents of pre~school 
children. . 

The level and focus or child care for the working poor 

What level of reSOurces shou.ld we devote to child care for the working poor? How should 
limited resources be targeted? 

Child care for the working poor is a potentially costly addition to a welfare reform package. 
The argument for including it, however. is to ensure that low income working families are 
encouraged to stay off welfare, and that equity is maintained between those who have and 
have not been on welfare. 

The Working Group agreed that child care for the working poor is an integral 
pan of a welfare reform effon. The Working Group also expressed a 
preference, however. that working poor child care be paid for through 
mechanisms other than cuts in programs for the poor, There is a strategic 
decision to be made, therefore, about the fmancing and packaging of this 
aspect of welfare reform. 

Parental responsibility and prevention 

Should demonstrations of child support assurance and programs for non-custodial parents be 
included in the welfare reform package? Should 'Ultes be allowed or required to reduce 
benefits for children conceived on welfare? 
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The Working Group agreed that demonstrations of both Child Support 

Assurance and programs for non-custodial paren", should he included. 

Enthusiasm for child support assurance varied. 


The Working Group did not discuss family caps or other prevention issues, 
which will he taken up at the next meeting. 

COSTS M1) F1NA:~CIlliG 

The attached paper does not include a discussion of ftnancing options. The Working Group 
recognized that decisions about the overall welfare reform package that have serious cost 
implications need to made in the context of available fmancing possibilities, Issues of 
balancing costs and fllUncing were not discussed at the February 26 meeting, but will he the 
focus of the next meeting. 

To provide a sense of the scale of a program and the cos! of particular elements, we have 
created a hypothetical proposal, which served to guide the v.,torking Group's discussions of 
the costs of various policy choices. The acwal COSI of the program will differ depeoding on 
what decisions are made about the issues identified above. In the attached document, we 
refer 10 this hypothetical proposal and indicale where differenl programmatic decisions would 
have led to a larger or smaller program. The table which follows is provided only as a. basis 
of discussion--not as an indication that policy decisions have been made. 
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TABLE 1.-PRELIMINARY COST ESTIMATES (FEDERAL AND STATE) 

FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By flocal year, In million. of dollars) 

1995 1996 1!1ll7 1_ 1999 
6oV_ 

Total 

PAReNTAL ReSPONSIBILI'TY 

Minor Mothers 
Comprehensive Demonstration Grant5 
T wo-Parenl Provisions 
No Additional ee.t">8fits for Additional Chlldron 

ChUd Support Enforcmenl 
Pa~mity Establishm&nt (Net) 
Enforcement (Net) 
Computer Costs 
Non-Custodial Parent Provisions 

Access Grants and Parenting Demonstmtions 

Child Support Assurance Demonstrations 


SUBTOTAL, CSE 

TRANSJTlONAI.. ASSISTANCE FOLJ..OWEO BY WORK; 

JOBS Spending 
WORK Program 
Additional Child C~ for JOSS}WORK 
Transitional Child Care 

Enh8.f'\09d T~n Case! Management 
Economic Developrnenl 
Savings ~ Caselotld Reduction 

SUBTOT~JOBSAWORK 

MAKING WORK PAY 

Worlting Poor Child Care 
Advanoo EITC 

GRANO TOTAL 

Note: Parenth(l$es denote savings, 

0 
0 
0 

(35) 

S 
(10) 
15 

0 
20 

0 

30 

0 
0 
0 
0 
0 
0 
0 
0 

0 

0 
0 

(5) 

(45) 
50 

0 
(100) 

20 
(20) 
35 
25 
25 

0 

85 

IS 
210 

0 
100 
10 
30 

0 

0 

515 

sao 
0 

1,005 

(SO) 
50 

(1101­
(1101 
(65) 

!IS 
SO 
30 

100 

130 

50 
150 

0 
630 
230 
00 

100 
(30) 

1,820 

1,000 
0 

3.280 

(SO) (SO) (195) 

50 50 200 
680 945 2.005 
(140) (150) (535) 

(165) (215) (465) 
(SO) (320) (495) 
160 100 465 
110 175 S90 
30 30· 135 

200 250 SSO 

2SS eo 580 

50 70 195 
920 1,000 2,880 
130 690 820 
7•• QOO 2,465 

280 300 940 
105 110 335 
100 100 300 

(SO) (80) (110) 

2,280 $.~5C 1,165 

1,sao 2,000 5,000 
0 0 0 

4,575 6,025 14,880 

Source: HHSJASPE staff GStimt\tH. These O$timates have been shared wfth staff within HHS and OMS but haw not been 
afficially reviewQd by OMS. The policies do not represent a consensus recommendation of the Working Group C<HtIail'$, 

SEE APpeNDIX FOR ENDNOTES TOTABLE 
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APPENDIX: ENDNOTES TO TABLE 1 

I. 	 The costs for eliminating the special eligibility requirements for two"!,ar"'" families is based 
upon estimates from the food stamp quality control data me. These estimates w .... then 
adjusted for increased participation based on .,.timates from the MATH model employed by 
Mathematica Policy Research, Inc. 

Child Support Enro_t Estimates 

I. 	 The costs for the noncustodial parent provisions are 10 percent of the lOBS and WORK 
program eo,"'. 

Caseload Numbers and JOBS and WORK Estlmates 

The caselOad numhers and the lOBS and WORK cost estimates are hosed on the following policies,' .. 
assumptions and sources (Jf data: . . 

I. 	 Adult recipients (including teen <:U$todial parents) born after 1912 are subje<'! m the time limit 
begirullng in October 1996 (FY 1997). The cost estimates assume about one thiro of the 
States. representing 40 percent of the c.aseload, will implement the poJicy a year earJier than 
requiroo. This follows the pattern of State implementation under the Family Support Act. 
JOBS spending On other portions of the caseJoad would continue as per current law. 

2. 	 NOD""PatentaJ caretaker relatives are not subject to the new roles and are not pbased-in, 

3. 	 Parents who have a child under one (or under 3 months, if conceived after the initial welfare 
receipt), are eating for a severely disabled child, report a work limitation or who are 60 years 
of age and older are deferred from participation in the J085 and WORK programs. As of 
FY 1999. about 25 percent of the phesed-in caseload is deferred. 

4. 	 The caseload numbers include modest treatment effects as a fe$1,lh of the new rules . 
.. 

5. 	 c"st per lOBS participant figures are taken from the FY 1993 lOBS data (adjusted fur 
inflation using the projected (lPI). 

6. 	 The COst estiInate assumes that all Don--deferred pbased·in recipients are engaged in activities. 
We assume that at a given point in time, 50 percent of the pbased~in recipients are engaged in 
activities which have cost. For recipients with extensions, it is assumed that everyone is 
participating in a lOBS activity which costs the program mODe;'. 

7. 	 The east of developing and maintaining. WORK assignment i. calculated \ISing CWEP data 
from JOBS and from the welfare·to--work demonstrations of the 19&05 (again, adjusted for 
inflation using the projected CPI). Approximately 25,000 and 130.000 WORK s1oo; would be 
required in 1998 and 1999. respectively. 

!O 



~l?RAF1'-For Discussion Only 

8. 	 The figures for JOBS participants and JOBS spending under current law are taken from lbe 
baseline in the FY 1995 budget for the HHS Administration for Children and Families 

9. 	 The lOBS and WORK cost estimates do not consider tile potential impact of ebUd support on 
the size of the aseload. 

T.... Case Management and JOBS-Prep Coot Eo;Umat.. 

J. 	 The case management COS! estimate presumes that at ful1 .impJernenration. enhanced case 
management services would be provided to all teen parents under the age of 19 and receiving 
assistance. The percentage of teen parents receiving comprehensive case management services 
is prediCted to ri.e from 70 percent in FY 1996 tD 80 percent in FY 1997,90 percent in FYs 
1998 and 1999 and tD 100 percent in FY 2004. 

The cost per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data. There is no data avaDable on the current level of case management 
expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a 
JOBS ease management cost per participant number, a figure calculated u.s4ia: data from "the 
welfare-I.-work demonstrations of the 1980, (San Diego I and Baltimore Options). ­

The additional cost of comprehensive case management for teens is the difference between the 
cost of providing enhanced. case management to teen parents u.nder 19 and the COst of 
delivering standard case management to the same population. The differeru::e is roughly $560 
per participant per year, in 1993 dollars. 

2. 	 The JOBS-Prep cost estimate presumes Ill.! JOBS.Prep services will be provided tD 20 percent 
of those in the JOBS-Prep program. As States currently serve only 16 percent of the oon­
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve a 
significantly higher percentage of persons in the JOBS.Prep program. We do not know what 
services States will provide during the IOBS·Prep program (candidates include pareoting skills 
classes, life sk.ills training and substance abuse ,treatment), so arriving at a cost pet participant 
figure fur the program is diffiCIIlt. 

For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep ,e!V;"", will consist 
primarily of case management and referral to external service providers. Many persons in the 
JOBS-Prep program have disabilities, although most mothers of ebildren under one do not. 
The cost estimates assume that a fairly intensive level of case management would be required 
for a small percentage of persons in this program, 

The CO" per JOBS.Prep participant figure represents. lovel of easo management more 
intensive than that in the curreat JOBS program but Dot as intensive as the level provided in 
the Teen Parent Demonstration. The number is urived at by multiplying tbe Teen Parent 
Demonstration case management figure by .7S. 

11 




~DRAFT-FOr Discussion Only 

Child Care E<timales 

1. 	 These estimates reflect the child care costs associated with the phase-in assumptions described 
above uoder JOBS and WORK. 

. 
2. 	 This estimate is based upon baseline spending for the HIIOd Start program and therefore does 

DOl account for the additional children who will be served by Head Start when it expands, 
This foHows conventional eso scoring rules. . 

3. 	 There is no sliding ,cale fee for """,ices included in this estimate. 

4. 	 We assume that approximately 4Q percent of all AFDC flImlIies participating in JOBS and 
WORK will use paid child care. 

S. 	 We assume that Transitional Child Care eligibles will have average utilization r~es of 40 
percent. 

6. 	 Our working poor estimate represents a phase-in of a capped entitlement to rover. Children 
whose families are below 130 percent of poverty but do not receive AFDC. By 1999, we 
wlU approach fun implementation with $2 billion in net funding. We assume that there are 
approximately 8 million non-AFDC children below 130 percent of poverty, 40 pereent of 
wh-om will potentially need child we because of their parents' work status~ and that 40 
percent of these families will use paid child care. 

No Additional Benefits for Additional Children 

I. 	 This cost estimate is based upon an estimate by the Congressional Budget Office. The 
estimate assumes a State option policy where States representing 33 percent of the effected 
caseload adopt a cap for benefits for new children, 

2. 	 It is as,umed that States would reduce the monthly benefo by $63 for each child (after the 
frrst) born while the mother was receiving AFDC. It is also assumed that States would have 
little success identifying children born on AFDC during previous spells of welfare receipt. 

12 
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, EXECUTIVE OFFICE OF THE PRESIDENT 

()F:FICE OF MANAGEMENT AND BUDGET 
WASHINGTON. O.C" 20503 

February 14, 1994 

MEMORANDUM FOR THE DIRECTOR 
DEPUTY DIRECTOR 

FROM: Belle Sa~ 

SUBJECT: Welfare Cost Estimates 

The costs of welfare reform depend on 

• the contents of the plan, 
• the phase-in strategy end time period for which costa are estimated; and, 
• the behavioral impacts of the plan. 

This memo lays out some of the issues we face in each area and seeks your 
guidance in resolving them. . 

Ihe Contants of she P'an 

There ere a large number of possible reform options consistent with the President's 
basic vision -- each with a different 'steady-state" cost. ,"Steady-state" means the 
cost once the plan has been fully phased In and any new rules or policies apply to 
the entire caseload. not just a pot1ion of it.) I believe, based on our staffs' work, 
that the range 01 annual steady-stete costs varies from Zero to $10 billion with the 
most reasonable estimates probably falling In the middle of this range. Wo sre now 
working with HHS to specify the most relevant options within this range so that 
you and others can see what kind of policy you can buy for different price •. 
Although we will have much more detail for you later, tho most relovant Issuos ar. 
likely to be: how much child care Is expanded for the working poor, whether the 
work slots are time-limited, and the administrative costs of creating jobs. 



c,
• " 

The ebase·ln of !he elan 
. 

Most of those who have worked on the plan agree that It should be phased In 
gradually. Although there Bre numerous ways to do this (by state, by age, by 
length of time on the rolls. etc.!, the most common assumption Is that we will start 
with all new applicants (existing recipients would be 9randmothered). Under this 
assumption, it turns out that the federal costs of e basic reform plan (the time·limit 
followed by community service, with related training and child cara costs and 
assuming no behevloral effects), based on very preliminary estimates, ere as 
follows: 

First five years (cumulative,: $3 billion 
First ten years (cumulative!: 18 billion 
Steady state (one year!: 5 billion 
Steady state (five years): 25 billion 

As these numbers plainly illustrate. the phase-in path is critical as is the specific 
time period for which costs ere estimated and presented to the public. Depending 
on which period Is picked we can say the same plan costs anywhere from $3 to 
$25 billion. Note that Senate scoring rules adopted in last year's budget resolution 
require a to-year window. Moreover. journalists, aided by outside analysts, will 
surely be interested In presenting steady-state estimates even If we do not. 

BehaviQral IrnoBcts 

To a large degree. the promise of reform is that It will affect behavior. The theme 
of parental responsibility. with its emphasis on child support enforcement and 
reducing teen births, is designed to reduce the number of people coming on to the 
rolls. The theme of work and responsibility. with its emphasis on education, 

.. 	 training, and jobs, is intended to move people off the rolls. Manv of us believe that 
over time these impacts will occur and will produce savings that help to offset 
(pOSSibly even more than offset) the initial costs of reform. The problem is that it is 
doubtful that ceo will score much If any of these savings. (The estimetes cited 
above do not assume any behavioral Impacts., 

ODtions 

In the face of these facts. it seems to me that we have thrae basic options: 

QptiQn One; Count Just the Fjrst Five Year Costs 

If we did this we could propose quite a generous policy and fully offset it. The 
downside is that we could be blown out of the water by outside analysts and be 



'. 

" " subject to a point of order in the Senate, Republicans would argue that we had 
launched an expensive policy and only paid for Its opening wedge. 

, ~.. 
Option Two: Count the Steady-State Costs 

, 

This would ba much more cradible but would necessitate proposing a much 
tougher policy unless we come up with a lot bigger offsets than anyona is 
contemplating right now or assume much bigger behaviorslimpacta than CBO is 
likely to score. We would probably need to time limit the community service lobs. 
cut back on child care expansions for the working poor. snd find creative ways to 
keep the costs of the work program down. A variety of popular add·ons (such 8S 

liberalizing the assets test. treating two-parent familias more like one parent 
.- families. experimenting with child support guarantees, would probably have to be 

dropped. 

Option Three: Procose a Five Year Program Onlv 

We could make the argument that we believe that behavior is bound to change 
under our policy, but that we ptan to rigorously evaluate the program over 8 five 
year period to measure its effects and the associated cost savings. We could 
propose to sunset the legislation at the end of five years at which time we might 
ask the Congress to extend and possibly modify It. depending on what was learned 
over the first five years. This Is a sensible approach that avoids some scoring 
problems but could be criticized for not ending walfare as we know It but rather 
experimenting with welfare as we know It. 

The above is just a first installment on what will undoubtedly be an extended 
discussion of these Issues. I will be setting up some meetings so we can talk 
about them further and get your input. 

cc. 	 Bruce Reed 

Kathi Way 

Richard Bavier 

Stacy Dean 




October Xl, 1993 

E-Mail to: Leon Panetta ana Alice Rlvlin 

From: Belle Sawhill 

I earlier shared with you a summary of the bill House Republicans plan to submit 
on Nov. 8. Briefly, the plan indudes: 

-A requirement that almost all welfare recipients 
participate in education, training, job search, or work experience 
during the first two years (phased in). 

-A requirement that almost ,II welfare mothers work at the 
end of 2 yearsl either in the private sector or in a community 
service job. Individuals would be eligible for community service 

jobs for up to 3 years. 

-No benefits, under most circumstances, for parents under 
IS, for mothers who do not identily the father 01 their child, Or 
lor mothers who have additional children while on wellare. 

The cost of the added services is about $12 billion over 5 years. 
However, the bill denies welfare and related forms of assistance 
to noncitizens, thereby saving $21 billion. It also proposes to 
block grant about 10 food programs while cutting funding for them 
by 5%, thereby saving $B billion. The total savings from these 
and other measures are $31 billion. Thus, on balance, there are 
sufficient funds to pay for reform and reduce the deficit by about 
$19 billion. 

Summary: New costs + 12 
Savings - 31 
Deficit reduction -19 



Senate Republican Welfare Reform Proposal 

The House and Senate Republican Welfare Reform bills are quite similar. Both bills 
set up a two year transition to work program, require applicant job search, job 
training, and finally work for welfare. Exemptions and sanctions in the Senate bill 
are generally the same as the House, with some administrative differences. Under 
both bills, minor mothers and fathers would be required to live with their parents, 
there would be rewards and sanctions for school attendance and States would have 
the option to deny benefits to children born while on welfare. Both Bills seek to 
increase paternity establishment and improve child support enforcement, and 
expand and expedite waiver authority for Stare experiments. The Senate also 
restricts welfare payments to immigrants and illegal aliens. 

Major differences between House and Senate versions: 

JOBS 	and Work Programs in the Senate 

• 	 Would allow recipients to take a private sector job and give employers a 
voucher to supplement wages. The voucher would be equal to the combined 
AFDC and Food Stamp benefit. To hire recipients, employers would have to 
agree to pay the employee at least twice the value of the voucher or 
minimum wage whichever was higher. After six months# the wage 
replacement value of the voucher would be reduced by half and would be 
phased out after two years. Employers could also receive the Targeted Jobs 
Tax Credit (!)TC) for employing the welfare recipients. There is no similar 
provision in the House Bill. 

• 	 Would require assessment every 6 months to determine if the recipient has 
made 	"clear and substantial progressll toward preparing for work. 

• 	 While the House requires all non ..exempt individuals to work to receive 
welfare after two years, the Senate requires only those who are found "ready 
to work" after two years to work. 

• 	 There are no participation rates for JOBS and work programs in the Senale 
version. The House Bill specifies participation rates in the JOBS and work 
programs of 60% rising to 90% by 2002. 

Paternity Establishment and Child Support Enforcement in the Senate Bill 

• 	 Once at least one child in the family had paternity established, all children 
would be eligible to receive AFDC. Only the mother would be sanctioned for 
non-cooperation. Under the House version, children would be eligible for 
AFDC only if paternity is established, and the entire family would not receive 
benefits for non-cooperation. 



• 	 Once a paternity suit had been filed, the client would be eligible for full 
benefits. The House only allows full benefits after paternity is legally 
established. 

• 	 Unlike the House bill, does not require W-4 wage and new hire reporting 
systems and hospital based paternity establishment processes. 

Other Provisions in the Senate Bill: 

• 	 extends current deeming requirements from 5 years to citizenship. The Bill 
requires welfare agencies to report legal immigrants who continue to receive 
benefits beyond 12 months to the INS. The INS would then be required to 
treat the immigrants as "public charges," which would make the immigrants 
potentially deportable. 

House Provisions not in the Senate Bill 

• 	 The House bill includes a State option to convert AFDC to a block grant. The 
House would also place a cap on Entitlement programs, consolidate 10 food 
programs into a block grant, require 55I to identify and periodically test 
addicts on 55I and, if positive, terminates eligibility and require public 
housing authorities to disregard FICA and income taxes for 2 years after 
recipients begin employment. None of these provisions are in the Senate bill. 



Republican Welfare Reform Bill HR. 3500 

:.1\ co~pa~o.ru!fprelimi1!ary HHS and.CUO.pricing . .~ 	 . . , '-'(in millions of dollars) 

litle and Section 	 l'Y'Ie I'Y'IS 1'Y'16 1'Y'17 1'Y'18 1'Y'14-'l9 

Titld AI'DC TrgnsWon and Work PCQUam 

AFDC Transition and WOJU( 
l'rogTam OIl1d Care' 

CBO: 	 AFDC·jOBS 0 0 300 1.000 1.900 3,200 
AFDC-Child Care ~ ::l.llI! 1I!Il !OlQ L!i!l2 :I.2llQ 
Total 0 ·100 400 1.600 3,500 5.400 

HHS; 	 AFDC·)OBS 0 92 450 951 1.512 3,005 
AFDC-Child Care Q ~ 1llI! fil!l ~ WI 
Total 0 7O 658 1.554 2,760 5,042 

Tille II Paternity E5ti1Wshment 

Sam:Hon AFDe Families if 

Paternity is not EstabUshed 


CBO: AFDC ·200 -400 ·900 ·900 ·900 ·3,300 
" Food Stamps 100 200 500 500 500 1,llOO 

CSE !Wi !Wi !Wi !Wi !Wi !Wi 
Total 	 ·100 ·200 -400 -400 -400 ·1,500 

HHS: 	 AFDC -485 ·720 ·1,180 -1,190 ·1,200 -4,775 
Fexxl: Stamps 125 250 500 500 500 1,875 
CSE ~ 2 i ~ ~ 
Total ·360 -461 -676 -650 ·703 ·2,890 

1 	 1MB 2/17/94 VIS PM 


III 



Republican Welfare Reform Bill HR. 3500 
.. A comparison of preliminaxy HHS and CBO.pricing 

. .. .... ,,,_ .. _,,. (in.millions of dollars)""" . 

Title and Srct10n FY94 ros F\'96 FY91 roB ro4-99 

Tjt1, III /ij;pan4e4 Slatutruy FlexibililJtfot States 

301 State Option to Convert AFOe to a 
Block Grant 

COO: COO believes that no State would take this option. 0 

HH5: 0 0 0 0 0 0 .­
3<l2 Deny AFDC If either pannt is a minor 

ClJ(Y. N/E N/E N/E N/E N/E N/E 

HHS: ·260 ·VO ·280 ·290 ·300 ·1,400 

303 Treat Interstate immigrants under 
ruies of former State 

CBO: 	 AFDC ·30 ·70 .7lJ ·70 -70 -310 
food Stamps <II ~ ~ J]Il~ ~ 

·10 .(lO -3~ -50 -30 ·130 

HHS: 	 AFDC -140 -140 ·150 -150 -160 ·740 

304 	 Impose penalty for failure to attend 

school 


CBO: 	 AFDCAdmin 25 75 100 100 100 400 
AFDe Bene/it. ..• • ..• ..• • • 
Total 25 75 100 100 100 400 

l-lHS: AFDC 50 75 110 115 120 47lJ 

2 	 1MB 1/17/94 1:18 PM 




Republican Welfare Reform Bill HR, 3500 
..A comparison of preliminaryHHS and'CSO pricing 

(in millions of dollars) 

mIt and SecfWp 	 FlI94 FY'I6 FY'Ia FY94-99FY'IS 	 FY'I' 

305 	 No Additional Benefits for New 
Children 

CBO' 	 AFDC ·90 ·200 ·260 ·320 ·350 ·1.220 
Food Stamps ~ W ~ UiQ m ti:lJl 
Total -10 ·100 ·120 ·160 ·160 ·S80 

HHS 	 AFDC ·160 -140 -620 -810 ·],020 ·3,osO 
• cno has indicated that these AFOC savings estimates arc a little high and win be reestimated, 

306 	 Option to modify certain AFDC 
im:onte disregard Nles 

CBO; 	 AFDC 220 220 230 240 250 1,160 
Food Stamps ·110 ·120 ·120 ·120 ·130 -600 
Medicaid liQ m l® 1&1 100 Iil2 
Total 2SO 230 270 300 320 1,390 

HHS 	 AFDC 260 260 270 260 290 1,360 

307 	 Option to provide married c:ouple 
transistion benefits 

CBO: AFDC 60 120 120 130 130 560 
Food Stamps ·30 -60 ·70 ·70 ·70 ·300 

" Medicaid Zll l® 1&1 100 ru! ~ 
Total 	 ]00 220 230 260 280 1,090 

HHS; 	 AFDC 60 120 120 130 130 560 
Food Stamps ·30 -60 ·70 ·70 ·70 ·300 
Medicaid r:u& r:u& NLIl NLIl r:u& r:u& 
Total 	 30 60 SO 60 60 260 

3 	 1MB 2/17/941;18 PM 




Republican Welfare Refonn Bill HR. 3500 
-A-comparison of-preliminary HHS and CB0 pricing 

(in millions of dollars) 

Title and ScctLon FY9. F\"J5 FY96 m7 me mO-99 

308 DilU'tgard Inco~ and resources 
designated lor education training" 
employment., or related' to 
.tlf~empJoyment 

CSO: AFDC 
Food Stamps 
Medicaid 
Total 

10 
-5 

10 
15 

25 
·5 
10 
30 

5S 
-10 

U 
70 

55 
-10 

:!.i 
80 

55 
-10 

:!.i 
8D 

200 
-40 

ill 
275 

HHS: AFDC 5 15 30 30 30 llO 

309 Option to require attendance at 
parenting &: money management 
classes & prior approval of any 
action that would result in a change 
ot school for a dependent chUd 

CSO AFDC N/E NIB N/E N/E N/E N/E 

HHS AFDC Indeterminate but smaJJ, 

Tille IV Expansion !!IState Waiver Authgrity 

Expansion of State ;u:'ld Local Flexibility 

AFDC N/E N/E N/E N/E NIB N/E 

HHS AFDC • • • • • • 

4 IMB 2/171941:18 PM 




Republican Welfare Reform Bill HR. 3500 

A cornp-arlson of preliminary HHS aild CBO pricing 


(in millions of dollars) 

Title and SccUpu FY94 FY95 FY96 FY97 FY98 FY94·'}9 

Title V Child Suuwn Enforcement 

Child Support 'Enforcement 

COO AFDC NIl! NIl! NIl! NIl! NIl! NIl! 

HHS AFDC 
CSE 
Total 

10 

~ 
18 

2 
II 
14 

-2 

ZZ 
25 

-9 

lil! 
46 

-27 

at 
-3 

-26 
ru; 
100 

Title VI Eliminate Be"ml' tg Non-Citizens 

Eliminate All Benefits 10 Non~Citizens 

COO: AFDe 0 -lOll -300 -300 -300 -1,O1l1) 
Food Stamps 0 -400 -800 -800 -800 -2.800 
Medicaid 0 -900 -2,100 -2,400 -2,700 -8,100 
551 Q ::UQI! :MQQ :UllQ ::J.QQQ :Mll2 
Total 0 -2,600 -5,700 -6,200 -6.soo -21.300 

HHS: -AFDC -10 -210 -230 -250 -260 -960 
55l ::l!!! :LW ::ll4Q :1JQQ ~ ::Wll 
Total -90 -2,180 -2,370 -2,550 -2,720 -9,910 

5 IMB2/17/94H8PM 




Republican Welfare Reform Bill HR. 3500 
. . A.comparison of preliminary. HHS and CBO pricing 

(in millions of dollars) 

Iill!: IDd SCdiml 
Title VIl Controllins Welfare Costs 

FY94 FY95 FY96 FY91 FY98 FY94-99 

Controling Welfare Costs 

ceo: NET N/E NIl! NIl! NIl! N/E NIB 

HHS: NET 0 ~ 0 ·7.000 -8,200 ·15,600 

.­

Title ¥Ill Consolidated Block Granl To States For Nutrition Assistance 

Block Grant Mandatory and 
Discretionary Food Programs and 
reduce authorization by 5% 

CBO: NET 0 -3.000 -1.600 -1.800 -1.900 -8,300 

HHS: NET 0 ,.1/:i00 -2.600 ·3,300 -3,600 -11,100 

Tille IX MiscellaneQus 

901 AFDC recipients re:qulttd to undergo 
necessary substance abuse treatment 
as a condition of receiving AFDC 

coo AFDC N/E NIl! NIl! NIl! NIl! NIB 

HHS AFDC NIl! NIl! N/E NIl! NIl! NIl! 

6 IMB2117j94 1:18 PM 



Republican Welfare Reform Bill HR. 3500 
" , ," ... -.. . .-, . ~ 

. 
A comparison.of pielbrilnar)i HHS arid eBO priCing 

(in millions of dollars) 

lillt A.ns1 Stdl21l FY94 FY95 FY96 FY91 FY9S FY94-99 
902 Random Drug fest of addicts getting 

551 disabUlIy benefit. 
CBO 55i N/E N/E N/E N/E NIB NIB 

Medicaid N/E NIB N/E N/E N/E N/E 

HHS S5l N/E N/E N/E NIl! NIB NIB 
Medicaid NIB N/E N/E NIB NIB NIB 

90J Evaluation of eduation and training programs 

CBO AFDC N/E NIB N/E N/E N/E N/E 

HHS AFDC 5 5 5 5 5 25 

904 Job search required while AIDe 
application i$ pending 

CBO AFDC N/E N/E N/E N/E NIB NIB 

HHS AFDC NIB NIB N/E N/E NIB N/E 

905 Demos on fraud &: administrative 
elllcl,.<), 

CBO AFDC N/E N/E NIB NIB N/E N/E 

HHS AFDC 1 1 1 1 1 5 

9Q6 Public housmg rent reform 

CBO Housing N/E N/E NIB N/E NIB N/E 

HHS Housing N/E N/E NIB N/E N/E NIB 

7 1MB 2/17/941:18 PM 
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Republican Welfare Reform Bill HR. 3500 
Acomparison ofpreliminary'HHS'and CB0 pricing 

"'-'0" , ,' (in millions of dollars) 

TIUe and Sectjon M4 FY9S FY96 FY91 FY9B FY94·99 
907 Required ImmunizatioN for children 

and health check-ups 

CBO 	 AIDC • 5 5 10 10 3() 

Medh:ald ll! ~ iQ 3S. ill 
Total 15 30 SO 45 145 

HHS 	 AFDC o 5 5 5 5 

s 	 1MB 2(17/941:18 PM 
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E X E C 11 T I V E 0 Y F ,I C: l! 0 F !T'II E Pill! SID E N T 

, , 
Ol-Kar-1994 05.31pm 

TO: 	 Alice K. lIivl1n 

FROM: 	 Ieabel sawbill 

Office ot Kqmt and Budget, HRVL 


, , , 

SUBJECT. 	 welfare reform 

How should 	the program be phased in? 

How much effort should be put into preventing first entry? Should 
we have a family cap? Should minor moms have to live with parents? 

Should we provide bene~its for noncustodial parents? 

Should we do Child support a$surance demo~? 

Who Should 	be exempted fr~ participation? What about extensions? 
For college? 	 ' 

Should we require job search' ~fore r~ceipt of welfare? 

Should the 	emphasis be on labor force attachment or human capital
development in the JOBS program? . 

ShOuld the 	WORK program l>e time,-limited? Or (equivalently) the 
number of slots capped? 

. 
. , . Should it be wort tor wages or work for welfare? Can you be fired? 

What~s the final safety net ~or those who are? 

Can a siqnifioant number of the WORK slots be child care for other 
recipients? 

Should people in WORK receive EITe? 

Should those who are working at end of 2 years continue to receive 
an AFDC supplement in bi9h benefit states? 

'ShQuld there be expanded Child cars ,for the workinq poor? Could it 
be proposed in a separate bill? ' 

Should' we chaoqe rules fOl: ltwo' parents ar;d lUke other ohanges to 
simplify programs? only if it save~ rather than costs money? 

<. ", 

Should federal 90vernment pay all of the new costs? Or share with 
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· .. 


states?,,· 

Can some ot the flnancinq options be repackBqed as Cost saver$ 
under the "reinventing 90vernment" rubric? 

· .. 

· . 




October 5~ 1993 

NOTE FROM: Wendell Primus 

Last week we had considerable discussion about the cost of 
community work experience programs (CWEP) for welfare recipients. 
The attached draft paper provides some unit cost estimates of 
three types of employment support services, including transition­
al work experience. which is modeled after CWEP. The paper also 
identifies the major components of the aggregate service costs 
for each of the three types of employment support services 
models. You will note that the child care costs in a transition­
al work experience pro9ram represent only approximately 27% of 
the aggregate costs -- less than the cOst of developing and 
maintaining the positions (37%), but more than case management 
costs (20%). 

This paper is the best work I have seen on this subject~ and I 
hope you find it helpful for our future discussions. 

Attachment 
Cl.'$ 
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DR"FT-FOR INTEl!NAL R£\1£1V AND DISCUSSION ONLY 
00 NOT CITE 

COSTS OF EMPLOYMENT-SUPPORT SERVICES UNDER WELFAREREFOR.'1' 

October 2. 1993 

!hi!> paper provld;;s estimates of the C1)St of providing employment-suppOrt serviCl'!S 10 welfare 

recipients during VArious phuses of tlwlr participation in ~Jf-suftkiency Qriented .~tivitl;:$. 

Speciftcally. we have developed estimates of the cost of receiving three different t)'{les "f program 

stirrat!: (1) Sl.lpervmed and )iupported job sutch, 0) /I trltll<;.itional work experience job; and {3) 

!il!rvices aimed al promoting fl'wnliun in priv!i.w l>t«:\or j<Jb~ aoJ, hupefully, progr<:!bsing ttl b;:lWC 

paying jobs, The gOlll in dtveJoping !llI~se COs! ilslimalas IS to guide polky dewloptlts and program 

planners regarding the level Qf funding OOc.lssary to p~ovide various types of support to welfare 

recipients to promote C001100lii progress toward self~l>ilfficiency, Co;t estimates arc calculated (let 

"ye"r of M!rvice. ~ We Inve con.~idered bo:h toe experieoces of other program'! /Ilk:! preliminary pians 

fv, wdflln: tt:fvrm in judging how !h~ wrvice buruJI.: IJmkr II\<! wdf..:ro¢ $yswm will vary for individuals 

within a year and across individuals. The ovt:raH cost etlimates: are supported by d"Ullled information 

on the costs of VArioUS cow...,.orwnt services in vari'I)US ongoing and prior programs nnd 

demonstrations. 

'l1)j~ pilret does not rrovide estiu1l'!tes of the cos,t vi m...jor .~erdces ihat m~y I'll.' rrepMatory to 

IThis paP'!f was drafted by RI!OOcca Maynard. based en in put from a varlttty of SQUrC<!s and with 
~.~...i ...till:ce from a IMge l1'.unbu of puor1e, p.>.rt1culilrly j~jnNrs of Ille pOSI,WH\\ili')l\ cost estimation 
working gro ...lp..Geoff Gcttin~r. DHHSJOS: Michael R'JI'fner. OMB: Sherry Glled, C£A: Of,.\nnis 
POI;l, ACFJDHHS; ~OJ lim Hooser. DOED, David Long. Craig Thorntun, and Slhm Kis~r 1Ib.<J 

provided valuab;e guidance in the assembly and inte:pretation of data for this papeL A compwion 
volume cont3in~ n1any of lh.; source t.'l.r.;t!ll and f:om which paru,;ubr pi,;c\;lg of cost dalfl Wl,\lV C tawn. 
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Although many welfaf~ ret:ipitmts will need extensive transItional support sen'kes prior to moving 

diru:tly into the work forcc--whetber to private sector ur work expene~ posi!ions--the federal CQ5t5 

of the:-e ~rvic:e.;; wlUde~nd heavily on the community (:ontc)'L We anticipate tJllt the mental health 

l\eed~ wlU be pwvided through Ihe refomwta health care ~)'l>!em. MIII~>' educatiQIl and job Hainil\g 

opportunities a~ alre:tdy available fot th~s population, funded throu~ local schoo! dim1c(S, 

eommunity oollesOls, and thli tWer..1job training system. for example. The gaMral assumption is that 

the welfare system will oocd to provide \i8Se trul!lAgement and support services 10 clients in them; 

tran,\ilifmal ~et'Vice~. hut that the co!;t of the major servicei> during thil< r-=rlnd willl-e horne hy I!%i!tling 

~yMems outside of WelfRre. 

TIll;} following section discusses our oVerall estimates of the oosts of three tYpeI' of &ervices--job 

waren support. transitlonal work experience. and emploj'ment S~ppor1··and the components of these 

aggregate service costs. We present bencftmark estil'AAtes. but also hightr and lower cost esttmates. 

for ellch type of r>ervice. Section B dL\CU.~~es the sOUro! of OUt es!imA:~ of eAch of !he COll'.rolientii 

transpofMion l\$sistlll)Ce. and ca~ manaptment. SQU~ data for variou& 0(" thll eOmpQlhlnt cost 

estimates are presen;cd in II ~ompanlon voJume_ 

A. OVERVIEWOF THE SERVICE COST ESTIMATES 

Service costs are neccSSilrily ~rendent on program design--the large! population for the 

intervention, participation rates and inlen!lities, and service mix end iote:1!>ity. OUt benchmarK or 

j'ltllr in post lr:msiti011 job Soe:.Ltch; transitional l\.orke,!(perience willc(,)sl "0 lIV~tllg< oJ"f lIMt $5,90;) 

per y~ar; am! employment support for thos.e in low wage jobs wi!! cos! an aWfage of abOUt $3,500 

pet yellt (Tt6le I). However. J !\umh.:~ of factors could lend one to judge Ihe~e ~~Ilmatcs 10 N too 

high or too Jow. For example. the specifics of the pr0gram design or program l.1rgding 1Jut are 
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asm.trMd leveJ of Uf>(! of a partioular support ,.,.,rvice is tOO high or too low, Our "IO\v&r~and "higher" 

tosts estimates speciftcallyaddress lhese types of concerns. The rllnge oi our COS1,s estimates for each 

type of M:rvice generally fal1~ within iI range of at.oo; plus Of minus 2) to 35 percent of the 

ool.::lllltark e~timate, 

In devclopinji these spedtic cost estimlltes, we lUlsumed that the prow.uns will haw fairly brru.d 

coverage. M\'tI strong paniclpatkm incentiV% and/or teq'Jirements. a.nd have incentiVeS [0 addruss 

llu: full range of service ne~s of individuals. These assumptions point to sevetAI important 

difference.s retween the prior progratm from which we are drawing cmt e!.timahil1i and the :pl'Ogram 

mode!!> likely to evolve under we!(art: tel'oon. 

First. the new pro~rams will have grtlawt and more evtln coverage of toe population. MONover, 

programs are expected to make greater efforts to address needs. such ilS child CM.!, that fre<J.uently 

have beJ.!n cause for exemp:km ill past progralTUL As a result. we can eX~1 that. on .average, thc 

f'Klpullltion will he y<lunser. will have ynunger children, tI:;d will if'(:lude '(ome who,ll! fir~t hlUAh, ~m 

l~ eager or willing to participate than tho~O! :wrved under JOBS. for example. 

Second, stams wll! N held acc(lumabll;! fOT participant outcomes. not simply service deliver)!. 

This means thilt we can exptCt prog.ams to N more attentive {O the ~bundle" of services needed by 

individuals to' move them to lrelf-su:tkicooy. Moreover, :hey wiUb¢ more attentive to the qua!ily and 

int~tt~ifY oflne .~elvice~,.~ince fheir pertormllnce dep:nd~ on the r:\Jtwme~ ()flhe ~fV\ce.~ run simply 

theit de!;very. 

Third. there will be real cortSe.9ueooes fot wt\lbre recipients of not actively pursuing s~lf. 

sumciency :md :!Vailing ihemselv<:s of OO(;llSS;Hj' aervi«s 10 suppoI'! the.oo "ffons. This means that 

We can expect more regular program participlltlon and great". US<l of SlJrvices by the welfare 

fecipienl~ than under voluntary progrilm.~. Fourth, (here will he ~tr()ng ernphJl~i~ fir. p~moling !\Clf· 

~f1icieflcy III the ~1.iel.l !20~~:blt,' poilit, TII!h too tllelln.., thai Ihe target population willleJ!tl 10 ~ 
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young\1r than those $0tvud by most previous program imliatives, ir.cluding JOBS, and (hat tJtey will 

have much younger ch;!dren, on Il'terage. 

OUf heflchmllik cost eJltimates oece"'Qrily retlect judgmen!.~ about the implication... of lhe~ 

f..:'toci. fot eXI!lIpollllillg from the COM experience:. of plio! p[ogI~m effurt~. 

PartJcip.\JIt:. 111 liupcrvised lind AUppotted job search win need 1\ flillge of ~rv ices, iududiug child 

care, direct job search assistanca. fraru;portation, .and cue mft0111emem. On average, we es!irna:te thlil 

providing these sl!rvices ta welfare recipier.!r;: in this program compono;nt will aV\1rage between $1 ,Ola 

and $1,941 per service year (T!lble I). Our benchmark costs estimate is $ L5 j"} per y~ar, 

Child Care. Child catei:; the largest component of rost·~$524 per year under the ~n;:hmark 

estiuute. 111<! benchmllrk ebciimllte of child care c~b a~l.Ulne~ 11I8{ jUl.! over half (54 percent) of 1111 

job $0arch participants use child <:;a!V !O support their sea!\;h efl'orts ..(he same percent who would 

have used JOBS-SUPfIOrred child caN had the recipients with children younger than three been 

represented a: twice the level til;;:y arc cummtiy represenled in the AFDC populahon.2 BLlt. It 

1I\\umes that lh(l~ who receive ~nelll... require l~tm only a third of the month" they are in 

$l,l.petviM:,d job sell'fcJl. TIle !..Uer lIf>!.umplioli l;eeml< reruooll.able. given the Jf""re in!erlflit«ml j)Ature 

of job re.'it'...h as. compaNd with employment activities. The ,av9Ulli: subsidy level ~r family durin1t 

months of support is stt at the weisbted average subs:dy k:vel tlol(;eived by tho&< JOBS p:lttidpJnts 

who gOI them a given month {$243).J 

{ 54 Participation Ratl) X 4 MQlllhs of Use X $243 pilf Mor-Illl = $525 

.'&;e sec:ion U anc Table 4, ~!ow. 

:>lhis CQst eJit\mat,,; was genet.ltoo by \\.eighting tne a\'elag~ subsidy leyels t~ceivtd by JOU:::" 
C\VEP participants with youngltst children in various at:" rang.:s br th" assumed distribution of 
rrogrdfn p~r!icif>-lnt'" m\{h:t wdfare refimn !<;ee section B AIKi T.. He 4 ~1;)wJ 

6 10/04/93 (Od4am 



l 

The lower estimate of .chUd (late COStS {$389 per year} assumes iliat fewer plrticip.1nu; have very 

young children. Specifically. we assumed that the age distribution of colidteD whose parenls etc in 

joh ~areh mirrors that of all AFDC tirtrnilieJII, which at the JOBS .~uh\idy rate.<; for famijie.\ with 

YQungel.[ children ill different age groups. would be 40 perceut [ather !lUll the 54 petccnt Rl.j,umed 

under the benclumrk 6tima1e. The higher c~t estimate- ($6$1) assufOOS thaI one iI$p¢ct of welfare 

reform would 00 to encourage Qnd support use of higher qualit), (and ffiQre costly) child ca.te 

Specifically. this higher estimate assumes that the Qverage subsidy rate for chlld care is 30 percent 

aOnve (he current rale paid under JOBS 

Jou S~rch Tntining. Jo~ Seatch traiuing COt,\.. xre assumed 10 Jwerxge $225 per penon under 

the oonchltUtk estimate. Job search training tends to 00 episo:.lic rather than ()(IgQing, usually l~sting 

IWO to four weeks. Our benchmark cost estimate assumes taa! programs would offer it slightly richer 

traIning cOUrse than tile Average provided undec JOBS (estimated to cost an average of $150 per 

participant falner than the $115 per participant under JOBS). Moreover, ..... e have a!i,"umeC that half 

of IhOM! j1ldi... tdUll!~ staying i!lloU~{Vj\ed job .watch for exte,ldeo ~,;od~ of time would retake the 

mining once during the year. 

1.5 Epi!.~ of Training pet Year X $150 per Ept~ode I """ $225 

Under Ihe Inwet COlIt eMimate, we /!!it.umed Iha! each participant would g.; through the traioiJ'f; 

only Ol.::e during: auy year of ¥uperVised job Y!arch ($150) TIre higher -COM e\.llm.:lIe aSl;Umel> that 

paniclpants would attend an average of tWO training ws&ior.s in a year {S300). 

TrntlSportAtion. Trllnsponntion coots associslcd With job sellzch atc assul1X'd to average $360 

a year under the benchmark estimtlte-a rate that is half the average :;ansport!tion 5u~idy costs of 

pilt1icipMing ill ~ comrrehert\!Yl! Mtvic<: program~ such as !he Teenilge: PMenl DemOIl.QrlltlQI1 
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(Maynard 1993) aM lh~ various work/welfare demonstrations conducted during rh~ 1980$ {BrocK at 

III, 1993 j, 

.5 Use Rate X $60 pet Month X 12 Momhs I ... $360 

Our lower cost estimate assumes that transportation costs are only one-fourth as laF!l1t tor job 

search participants n for Ule typlc.al panlcipant in 1\ tUU·oorv~ program. such aSlhe TeeMgl; Parent 

DcmoflStralion. Our higher cost estimate assumes the same level of support fOT transportation as 

under ~he henchmark e.\tirnate. 

Cilse MlJftlJgement. TIle final !.Crvice COI!lpOlwHI--C:8emall.agemenl.OTh.et.tim.ated 10 cQt.t ;m 

aVi:rsge of $408 per s.ir'lice year for thooe in ~upervised job search. This is a modest It'evel of case 

management assumed to provide mainly supervision oflne job ${larch activities and O;l1SiJ(I.\ that child 

care And I'ransporlation support is IIvllilable. Thill is 1I level of elise manB:~rr.ent comparable to that 

provided in tWl"> of fhe work/welfare demon.,tn'ltil">nli conducted in lhe mid·19BO", that emt"ha~ized jl"lh 

MMrch R~~i~IlHlCC~·lbl!imQte and Sail Diego (l>ee MlIXtield 1990): 

$34 per Month X 12 Monlhl'( J - $403 

OUr lower cost cslin1ll!e iillSIJmC5 that programs will ptovidll job SCAtch participants about 25 

percent leM ca'\e management ($300 per year) than wa.... provided in the.o;e work/welfare rrogram..... 

which 111,,0 .wrved Mm1t1 recipients who were in educaliou 1I1id tfllilliog activiliel>. TIle higher COM 

estimate a"..umes that programs would offer a sorr.ewhat richer lewl ot' e.Ue mar.lgeJMnt, albeit at 

II still modes! COOl ($600 ~r year). Th/: added richness would allow .a limiwd amount ot' follow-up 

with particlpantll whose job search activities seem to r.ccd redire>:ting or whose attention to their 

~arch eft'or(.G hl\s fallen h:1C'W (hI! exp<:cleO lev!!!:,;. 

8 10/6419) HhUam 
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2. Tmnsitlorml W (Irk E.xpcrre\1Ct> 

Transitional work experlencc m;xlelcQ. aller the corrununity work experience (CWEP) progrAms 

email~ fiVe major COI\I oomrooon!.~••the co.'I-\ 0f developing and maintaining: the wNk e:>;~rience 

prn.ition.,>. child care, job loeareh IralnJng. rratJ,sporl<\lioH. Alld ca1>e IMuagemellL OUf bellcluIllUk 

escimate of $5,8{2 11: year (Table 1) assumes thai d~ aveujit! duration of participation tn a W{)rk 

experienoo job will be 12 momhs··abou! the average Jenglh of participation in one of '!he few work­

eX~fiencc programs with open-ended participation (BAli e! aL 19S4), A still plausible. but lower 

eJ>timate of the c.rnu il< ahout $4.460 f¢f year; and a roore ge~tnUS estimate of the cn~!Ji 'i~ $7.560. 

Job Cl"t'ution :IIJld M:IIinteMrta'. TIu~ work: expertt"llCe cOlob ltre both III large hllafe of lolal cosllo 

of this selVicll lind highly sensitive to assumptions about the duration of Ihe work experience period 

and the turnover in job slot!;. Our benchwrk estimate of ~assumes that the 9:\'I;!llgQ ¢Qsi of tJl>.I 

developing II work slot cxpcricm:ed in the various workiW{llfuc demonstrations with sizeable CWEP 

comronenlJl ($4(0) would h! ;<;imilaf In that Ifxp<!rieOCt'd undl;lr fhe new work experience pr;;')8ram~_ 

Moreuver. they d,<,\UIIW t:.1l!1 the dvcrllglZ COM oj' mlli!ll~ining the job lola\ would be lolnu)ar to Ill': 

[ $400 .... $150 '" :2 MontI\.-\ 1= $2,200 

This #1)1,) iii the ..arne eMim..ted cost a.~ if 11M lv;~umed that the avetllge monthly CO!lt of CW8P in 

JOBS stales w:th 500 or more active CWEP ~lol~ could be i>Clll\:!d up [0 ~ 12-monG' COM: 
5 

($235 per Momh • $55 rer Mnnth A)!xaled In Trar""jXITtatinn 3M Suppmtive $erviceli Other 

than ChHd Care) .,. 1"1 Moruhs] = $2,I<iO 

4See Secliol1 B.l dad Tllhle '2 for Nd:gTOUlli.l d,<\IA 10.<,upport [11i); eO\I e\!lm.llh!. 

~Ulli1 co,,! e'i.limA!~\ .m: dj"C\l"sed til IiectiOl1 B.l A\ld reponed ill Tahle 1 ~Iow. 
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Our lower esti1!13,te of the COSt of job development and maint-enarw::e (SLWO) assul'I'W'& that, in 

II iarger program. there would be economics of scale in the development of the job slots svth that 

the thea. co;;;!~ of develOping: A joh slm w(fJld average only $300 ~f year (If tlXrerle:AC<: a< opposed 

10 the $400 bellChmar); e~!ilt'lale, lind the 1I'1IHgiuai co>.! -of m~illlailtillg !he !.Iot would be only $125 

ll; month rather than the $150 assumed under the benchtr..ark eSlimale_ Our hisher escilTUlte of $3,()(X) 

per year of work experleflCi! assumes Ihat thertl would be disl!Conomles of scale, for example, due 10 

Ihe large: nUmber of positions that need IQ 00 developed relative to local opportunities. Hew. we 

<I'>l>umed that the fixed develo.rmenl Cot.!.,> w()uld he 50 ~rcenl higher than under the benchmark 

ehlima!e ($600 .ather t!tall $400) and that the J;mlntel1.:l!Ke ccsl~ would avep.ge oue-third higher 

{$200 pet month rather than Sl50). 

Child Cart. The child cllre costs associa1ed with kooping a welfare recipient in transitional work. 

experience for a year IS estimated to average $1,575under our bcnc:,:nark assl.:.mptions. Essentially. 

thil' tigure a""ume~ thaI the age di;;lrih\Jtion of children of wMk experience participant" WIll Me more 

skewed toward lnJanb atkl toddler!. \IUll! ullder JOBS Alld. indud, more !>O than in Ihe AFDC 

populalion. as was the ClOse under ol,lr Nmchm.ark cost lislhnatrd$ tor supervil>&:l job search. MONOVt>r. 

wu have assurood hoth that the same child care subsidy use rates experienced under JOBS for 

participants with children in different age ranges would apply 10 worke-xpcrience participants and that 

the average .<;uh~idy level of lhme who receive them w{)uld N "imilar trl thilt IH:f'Il'rienced under JOllS 

{t.ee further di~m;;';<)1\ of child care OO~I;; b.llow) 

.54 Avera.ge Suh~id)' Receipt Rille +$243 rer Month of Suh~idy .. 12 Month!>] ... $1.575 

Our lower cost i:stimate for child care (SI, 1(6) Ilssumc" Ihat the age distribution of work experience-

p.1rticipant,; hyage of y..ungellt child II< ~imilar l:(I thaI If! the AFf)C populalioll and the Auhsidy use 

suhsidy re~ipt rate of perCl!nt al an aVtlr3j\t st.:~sidy level of $243 p;:r recipient monch, Our higher 

S/!r'\'cost.ht 10 10/04193 IOd4um 
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~timate {$2,041) simply lI&$.umes that the IWll"rase monthly subsidy will 00 30 p¢tc(lnl larger than 

under the bc;;chmark estimate ($316 per month tllther then $243) to ptQmow. use of higher quality 

care And!m to account for more hour, or ['3rticipation in wmk experience Of relaled activitill.~, 

Job Search Truining:. Job !>Can:h Irainlng will be an imp0r1111l1 compleH)!ut to the work 

ex:perierv.:;e, Our benchmark; i.lIHimates assume thaI aU ViorkeXpi!lience participants will attend al let:'.! 

one job seareh training ;;:OUtw and half will attend II SIlCOOO f;!Wlllon at an averll!;\l C(JSt of $150 per 

session, 

LS Sessions per Particip:lnt pet ¥"ar .. $150 ~t Session) = $2"250 

Thll" lower cost estlrruu" assumes fhat, on aWrlgt, work; experience participants a!lend only one 

&ession, and the higher COS! 1l"51ifn(lt& .assumes tiNy attend an average of two sessIons over a one-ye.lt 

Tmn.'>portation and l\H",dlIllteou'i Cor.l\. Tral"porlAfion lIr1d IUt$CCllaneous other work-rellited 

t.'Jlp!:.'nst's liN jj;ssumt.'u unJ;,.r <Jur Nnchrnark t.'sJimatt:s to lI\1t.'f<I.~ $60 1I trn)nth {Qr :Abuut $4 ~r wurl­

day if work eXpi>rie~ participants work.tn Il:veragl.! of 70 pel'C1!rn of thl.! normal wotk days p;;:- yeat). 

As noted above. this subsidy rate Iscomis1l::nt with that expcrieoc<:d for participants in various- "full· 

.service" programs for this target population. 

( $60 p;r Mooth .. 12 Monthsl "'" $720 

Our lower eslimatll assumes thaI. on averaGe, the subsidy is only $40 per month or an average 

of $480 rer year of work I!xpctil!nce. This lower C:Y;! could be due to the work cxperience involving 

fewer days of work per year (for example, only alx1Ut 45 percent of the work days} or to lower rates 

of U\e of the ,~uh!lidy ilmong ;h<j\e who 11ft work/lig. Our higher e"lim111e of Irllt\.~ihonai work 

estimate, 
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CllSe Management. Our benc-hlmrk ootirna:(l; of the c~ts of an eff~tive work experi",nce 

program assumes that participaU1~ W:!l receive ~ubslantinl caM:- manngCl'1!1Cc!--a levd comparable with 

thaI i"fOvided to the. leenage parents who participaleU in fhe rtlcent mandatory I\ervK:e deml1nstra:ion 

Spoll...Ored by ACF aId ASi'E (Her~hey J991 and MllyUlt!d 1993)-·wltich eml" an average of ,lIboul 

would be sufticient fOf 1his service group, pethaps be>;;ouse many -of their problems would have been 

nddte~ prior 10 ooing assigned a work exp;rience job, On the other hand. it is possible that those 

who fail to get a priVAte sector job on their own will require a higher level of case management than 

a,~.~umed under lhe NhChrnnrk e!'\limate. Thw_. our higher CfK! Il~:imat" aMmmes. Ihat Cfll'e 

llUlmgemell: co~ts.a re 30 percenl Ughc! dum under tIw Teenilge Parent Dem{ll~!r<ltk.!U, for example 

($12S a monlh or $1,491 a year}. 

3. Employment Support 

A part of "making work pai'~ is suppottin$ tbose- in low.wa~e employment to retain their job;,: 

and. over tjme, to progress to higher paying and othllrwise bener jobs. In developing COS! estimates 

fot soch support. we have assumed thal low-wage workers \:urrently or :crently on wc;fate would be 

of case 1nanasemllnl aimlld at early idllntlticaliorl ill:J U!bpOnW to proht.H:1S that could resulc in job 

loss or limit opportunities (or job adv..~ement. 

Our benchm9rk COOl esrim91¢ for emp!oyroont suppOrl is $3533 ~t relit of &:rvicc. marly two­
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reflecting lower averag;: ~h!ld care and transportation COMS and the eHmil)jlion of job surch training, 

The higher c$:imate forcmplQymel'.l support is$4.316,wilh the iocrtlased ~osts being 8.55ocialiX! with 

higher cl!ild care ...uht>idies Itl encoorage U~ of higher quality CAre. 

Child Cure. All thre<! of our e!;!i;m!e.\ of employmell1 I>UPPO{I co!.!~ ;w.lln~ thlll child cne il>. 

by far. the most costly compouenl of employment sllppor: for loW.wa~ workers. As with WorK 

I:lxparie~ p3rticipants, we have drawn on the use aM subsidy rates to; workex.~rlence participants 

in JOBS. Essentially. we llssumed t.""tal. for each the b;:n¢hl1iArk. the Inwet and the higher estimAtes 

(~f child care cl'!.'\i .... those in kw·wage joh.\ WOUK:! use one'Arui+ha:f lime~ the leve! ~f ,~Ilh... idy 

required 10 "uppott werk ex.perience pa(licjpallt~. O'Jt rea"olting is I;~t U\Ohe In private sector 

employrn¢n: will tend \0 have less tlltXibility of bours and days worked, will tend to !lave fewer adults 

willingto care for their .children for frea on a long term basis. and likely will involve wod: more work 

hours on averag .... The resulting COSl estimates ate S2.363 for the ben¢hmark estimate; $1,750forthe 

lnwer cos, tcMiml'lle; and $3,011 fm fhe higher cost eMimale. 

III i~ importlUll 10 note IhAl, ill CC1l!tl\~1 to the caMe for work exro;tiellCe pa!I;ciplIJ\t~. the t:hild 

c!t.re subsk\y costs for low-wage workers likely will 001 all \xl borne by 1M w¢lt'are s,'Siem" For 

example. under cummt tax law. up \0 40 I'I<Itcem of the child care COOts born~ by low-wage workeN> 

CQuid be cQveted through the child care tax credit ratnet than the welfuc employment support 

program" 

Jql) Search Training. OUf l:!Ii!ochmati.. estimalt' -(If ~mplDyrn:n\ support (;o:>ts lt~l>unJ<lS 11:..1 Ivw 

wage workers will participate in one job search trairjng course eac~ year al ar. ayerag~ (:05t of $150, 

OUf lower cost estirruto: assumes that those whQ lire in the low wagt" work fQtcc do nUl: f}e()d further 

job search training and so will n« locur this cost. "flte higher ens! esl;t;,ate assu;:nes Ihat all 

p;;rticipAllfs Mhmd lit leAst 0!W job \e~rt:h lfJining ccur.~e II y1;!~r illId thll! h~Jf A~!tHld A ">CcOJld one 

!"I,lr .. ,DIll I 1.:~1 that awrage,;; $'225 per y<!l<:r. 

13 W/O..U93 IO:l':am 
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Tmnsportation uno Miscel1llneous SUPpOrt. Estimates of transportation and miscellaneous 

support servic(!s costs paralhil those for work experience. Boch the benchmark and the higher cost 

estimates assume that these C<lsts are $110 a year {)f about $4 a day (ass.uming participants incur 

work·reb:led tnmsporla11on 1It~ oltter 5Urr<'I1 CO!lt'> an ~Yefllse of llbout 3.5 dill''' ./I week). Under 

tht;; I,>w~r cost t!stim:tht. WII' hlivt' .)!!;sufl1/!J Ihlll tr"ru;ponalkm \,:01l1S will N vnly !w:lf {hi!; larg",-. 

ret16c:ing, possibly. thtJ greater flexibiUty ir. the privAte sooter for some to work closer to horne or in 

Jobs where car poo~ing or other economical means of ltansportati{)n are available. 

ClUe Management. Mnally, we have a!l<;umed II mode:.t level of case managemenl I.Inder.·all thtee 

eMimaies of employmenL !.t1ppol1..$300 a Yellr Ot II level cowparllble wilh UUlt provided in ptOguum. 

where case mlmii!l~ment is primarily an adntinisttative function. This fiftUro is comparabl* 10 our 

lower C06t tlstimllte for case management tor 6U~rvised job S4Arcn participallts, I'ffloo:ling 1M fact 

that those individuAls who navl; rMde the HIIMitiou 10 employment will tend to require somewhat 

le\s oversight and assistance than f~ typical participant.. In either job scarch (25 percent I<}.\,~) or 

work experience 05 ~~lll Ie!.!.). 

n. COMI'ONEN'l' COST ESTIMA1',U) 

TIll!. M!Clioll p(ovide~ II deblled di~c\lMiQU of the COb! expt:riel.::e in \'ad(lu~ olllet pW8'dln~ lind 

demonstration pro.ie':!s urgel(!cd Ilt welf.are r~iplents and oft'vtlfl/! Similar ""rviC\t.s to those f;!fiectOO 

in our proposed service bundles. We beg~n with Jl discussion of cost of various. work experi.mce 

progtams, We then pr{)Cood to discuss child C!it~, job search training. transportation and 

mi.o;celllll\e<ltl" ~urpor1 ,o;ervice, and ca.'\/! management co;<;t~, ft:1lf«hvely. 'The g.-;al of Ihill !\ecti.... n if' 

to pwvide the reader with the b.<IckgtOlllld !lei.'e~~~ry ::0 judge the rea;on"bleJte~s of the unit co;,.! 

~stloutl:s ar.d partld~tion .assumpdon-. underlying the overlll! cos~ ~stimalt!'s discusst!'d insectlon A, 

and 10 rroviae prosrJ.m designers with tiexiblli!)' In dewlop ,alwrnaiive cost estinmws for program 

RrId/or rQlicy "hifts from !h()51.' i1Ssumcd IrI th~ pdper. 

14 1011)4/93 1O:l411nt 
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I. COtJt of Work Kxpericnce PrOgrAms 

There have been onl,' II limited number 01 cllr-ofu!ly ciooum\,\ntoo work exp¢ricncc programs: for 

welfare recipients. Ther;e include lhe cUrren! e:>.perience of th~ scates thaI ofter cCimmuniry work 

experlelre as pan of tltel( JOBS program!.. eigl!! of the work/welfare demonl>tralioH)' conducted III 

the 1980$. two demonstration programs operAted jn Wisconsin during dill late 1980s, and the 

Employment Opportunity F'ilQl Projects condUvttld in the late 1910s and early 19$0s (Table 2). In 

each case, these program1 differed in important respects fmm the type andlor scale of program that 

is envll1kmed under welfare ret"onn, N(Jr.ethele!>!>. they flr<'"'<vide ihe h¢~t avai!ahle g\lld"nce in 

e8limat!lIg the flluge of COlij), thal would be Ie"jutred to rull wOlk experie:lce progra;ru; ulrier iI 

welf.ue reform. 

An nQled above. our estimates of the cost of placing and maintaining welfare te¢ipienw. in work 

experlcnce jobs for one yrun {assuming thai Ih(i awrage duration .:;f pArttcipa:ion ir:. this component 

;1-; a yelU} range from $i .SOOto $3.000 (!lee Tah1e 1 ahovel. We haJli~ these e~timale!i largely on the 

experi.::.v::.et, of CWEP program!. !.pon.,ored under JOBS aud Ihe experiel~ 0:' tlie work/welfare 

demonsrratlon<. The annu~lizOO cost of thew work eXp<lriel"lC{! progtlUT.S averaj(ed about $1.200. 

However, there Ilrtl ~ver31 key issues that affect the interpwtation of Ihesu"lhe duration of tho; work 

experience (man)' pt08rams last fur at mo$! 13 weeks); the lieale of operation (most offer relative I)' 

tew work experlet1Ce slol\ and n0tle are at the scale envisillned under welfare reform); :md tht: target 

population (many empll~i:rod tbe AFDC~U PO!"Jllltioll ralller than ~ingle p1lIen!s}. NOn!!lht:le~~. If 

we oonsider the ex~riences from these two SiHS of progrAms catefully. we auive II reasonably simHar 

i.lstjJrul.1~s of ih\\ COS! of til!;; service compol)!;n!. 

Fi"cd versus "ariable CoslS. A ke)' factor in the cost Q!. work eX£lcricocl! pmgrllffis, Hnd fl factor 

thai IlIX(junt~ tor mtx:h nllh~ v.ariahility in cnst ilcm.u prr<gril.m~, is the joh dewJopme nt costs. B&~ 

on the ~xfkr;t!I\Ce~ form !ll>: wotklwdfuo; dtlll!Ojj;.It~:ioL~~, i[ eO;'h IW "Vtl/Jllle of Room $400 to 

develop a work ex~ri'i:~ s.!c: in tlw~ /icoofillly modes! size programs (Tab!", 2), Looidng across 

servcost.trt 15 10;04!93 lihl4utn 
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all of fhe programs for whi.:h we have cost datA, there is a clear pattern of costs being higher in 

pla<:cs OJ.erllting lit smalter scalc, For cxample. Ihis is partlcularly oot:!ble in comparing: the average 

cost estimates for JOBS sites with more than 500 work t>!ots ($2,981 per year in F{ 93 dollars) as 

eompared with the U ,$, ~ve~ge ($1,591) (Tnble 2}. It i~ IlL~o one of (ile mlljor f~cj()rs contributing 

to illt" diffi:relL~ in ".'u.s! b<ttwt:'cn the two wort.. t:xpcricJJ.;~ prugr~rru; Op.tfltlcU in Wisconsin, who::>rt: 

the sims offering work experience and jnb Iraining (W'iiJT sites) and costing an average of more fhan 

$6.000 on an annualized basis. te~ to be smslter scale than those programs not offering' job 

training (CWIll' sites) and costing an average of omy about $3.800 per service year. 

To lIocoont for ~lile fllctor<; Imo 10 permit flexibility to IKlju.~! co.$1 e'ltlm.llle.~ to ILllow for longer 

in the workiwtlfliN demonstrations (Brock, Butltr and long 1993. Tabltt !(n. and more specific data 

on the tixed versus variable costs of the W",!'t Virginill program tFriedlander. Erickson. Hamiliron. 

and Knox 1986; and Ball. Hamilton et aL 1986), lla&ed on the Wesl Virginia program experience, 

we ./!I<I<;ulnea !hll' the CQ<;~ of lnllil::Jinillg II ;oh .dot WR~ rroportiol1JI to the CO!>! of setting it up in lhe 

flr~1 phu:e an.! averagoo 8 pi'rumt <Jf fbt: Ii",ttd wi up emU>. This assumptiun allowJ::J us thton to 

decompose total job development costs for lhe vari!)IJs work welfare demonMrarions into tixitd and 

variable costs components: 

Fixed C"SIS + Average Months of Service +(.OS" Flxtld CoslSll "" Trual Job Dtlvelcpment 

Costs 

Prop<!rtional Alloe,ati()h of Other Wort. Expcricm:e Costs. The best available data on the 

allocation of other compOnent costs is from thc various workJwdfa~e program. In the West Ylq;inia 

prognl1n, for example, where pal1icipallt.\ ,\\a)'oo ill work ~).f'!!rienc~ jotw for IItt l1vt!:rllgt!: Ot'ilVooI 11 

months, 84 pen:<:II: Qf aJl e;.p~oJi~ur\ls Witt'" Co: CWEP aum':lIhtr»livlI aml ~uppurt (incluuin,ll ( 

wonsportation and miscellaneous expenws. but nO! including child careJ. Of these C'W'EP op.:ralional 

costs.. JUS! ovcr hlllt' Wen:. for job dc"dopnt'.'n: and tr>.nin{cr:ance: 15 percent was spent on general 

Strvcost.t\1 10 W{04/93 Hhl4am 
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administration and monitoring; and the remaining costs were for Iransport:ltion. This. tesuLwd in dw 

estimates of average monthly costs or various componcm s..::fviccs retlectcd in Table 2, 

CQmponenb a"..umillg the fi~ job developmclit ~ll> were \>imilltt 10 dle Average of the work·welfllte 

demonstration (about $400 per parlicip.-nt slot) lind that the IIveu.ft6 monthly C{l&{ of transporu:tkm 

and mi&callaooous services was also similar to the uperlence in Ihase demonstrations {about $55 a 

toonlh in etlrreOl dollars;. The residual i:OOt.'i of JOBS CWEP cwts were assumed to ~ variable 

mornh!y costs of rrLIIintAining the jon ~Iot And providing general administration ($141 a month). 

Experiences: in Other Progrums. TIll! Employment Opportullity Pile! Projeel expetien::e<l cost;; 

or work experience jobs that were cowls.tent with the es(imat-es from JOBS and the work/welfare 

demon&trarions. However, itS coars for public service jobs was substalitlally higher--in t}w, 

neigbborhood of SSJXiOpcr year of service (Table 2). Also. as. noted: Above, the cost eXf'Ilricnc;.; in 

one of the Wi\COflAin programfl iCWHPJ was compaf8hle to Ihrne of JOBS and the. work/welfar~ 

demonstHl!iou~. while thllt or Ihe: other (WElT) W31,. quitt! dl(f<:tenL ImpleuIDu!lItlOIl C:iflicu1t:e:. IIlld 

5CJlje have been o:'fered liS 11 partial expl;miltions for the higber costs of Ilw WElT SitlL~" 

AppliOltion of the Worlt Experience Cost Estimates. In usi:1g these cost csti:nates. it is critical 

to consider severa! facton.. The first is whether Ihis job development cost estimate IS sufficient. given 

loc"llabor m;\tke~ cf\lxlillon~ "ltd Ihe lluml:'er of job s:o!:> th.tt need to he Ch:1I1e..!. A related factor 

is jlte ~);'~CIeU wnure of wdtilrt< !'I:ciplo:nts in particwln jobs. In developing our cost estimaill's we 

ha.ve assumed that indiVIduals would stay in their work experience for an llWtage (If about on.: year. 

Our eslimntes arc 1:>-1lM.-~ or. experiences ot programs :n which the nu:nbcr of jeb slots tt:mk-d 10 N 

small relative to the size of the local market: operating at a larger scale may pose greater chlliknges 

lnlerrn,.. of finding ellough "rPtOrri.Ht! ..10K On the other hM¥i. the exp!rienct! underlYing our 00\1 

:;;eTvcru;Ltxt 17 10/64/93 IO:l4am 

http:rPtOrri.Ht


A final consideration in applying the work ex:periene~ cost estimates is making us£!" of the fixed 

ana variablo cool ~omponcnts, For cxampk. ifuoo(Jt welfare reform. we exy.:ct individuals to hold 

their work experience jobs for an average of 18 months uther thall.l\ year, as assumed above, the cost 

e.~tinU!eli would Ileed 10 he fldjBled. One would ei:her WlIul to ruiju~t lIll CO\!1> 10 i'I per pllrticipaut 

b.!sls (aM>uming 18 monllL'> ur participAtiun nuh.:r than 12) or IU\l;t:( th~ ii.x<J I.'ost cumfX'll'tn! of tlw 

ll~month estimaTe to reflect the fact thAt the $400 job development COStS would be spread over 18 

months of service ralher than the 12 used in t~ calculations underlying TabJe L For example. in 

the lattar case, the .annual cost estimate WOl..ld be calcl.:!ated as folJows: 

{ $400'" (12 months ill/lie pcnod/IS months in till: job) + $150" 12)'" S2.066pcr j'Cllt 

Undar this ~\mario, tM estimated cost p:t year of servic .. falls by about $200 or 9 percvnt. A 

cmresponding increase in th~ IINtii!:C cost of Jt ycat of work cxpericnce would f~sult from a 

llhorlening of lhe average tenure of Individuals 1n l~ir work e.x~ritnce jobs. 

Z. Child Care Costs 

Key detenrunants of child CAre: COMs. include the use [ate. the subsidies tates for tbose who 

receive them. and the number of houn; IInd!or months the ,~l,lb~idie~ are Ilw~rdm;L TIle U'>e n.le will 

with only school-age children and hlsMst t'ot those with chitd,en in the between ages __!~..!!t~!L f> 

Thc subsidy rates will depend on !OCII) child care markc:s, state reimbursement policics. and the 

pref1wmces of parents for center versus family day C:llNJ. The duration of u~ will depend largely on 

Ihe intensity of the progrllm ~ctivi:y, For enmf'le. j().'" \e,l\fch will tend tQ he ef"isodic and ilwolve 

"Expcriencc suu~t that !hose wil!; Infants \ViII be more Iike!y than those wlt!; older preschoolers 
to haw acc~ss to al¥:l prefer fr~.. relative care, and :'io;rw Of \ho~e with Intl:i=" 10 !)ve-y<ar okls wUI 
have ilcceM ttl lleild Start and oth\!c. puhlicly t'und~ pr¢<'c!;O(lL~, 

sencost.t\i l3 1i)f04t!.l3 1U:14am 
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Thus. pat1Ic!P,lnts b job &(\lItch may be moru llkely 10 be ,able to meet their ehlld care needs through 

the use of informal. unpaid care than arc th~ who art in somc type of er:Jploymtmt. We have made 

assumptions regarding these various para:1ieters in our cost estimates that r:1lIy need 10 be varied in 

&ecnnia!lce with the ulti,.,ale dellign for welfare reform, 

OUr e!.timJl;le\ or child Clue COM!. lire blu.ed largely on the experiellcel> in JOBS program>, Wlllt 

soree adjustments to roOeet our judgment regarding ct:angt's in the agio' distribution of chHdrlm ot' 

program partlcitmnts under welfare reform. Making COSI of living adjustments, the average costs per 

month of child cere subsidies for those receiving t.1cm were ressonably similar ACross the various 

hav-e ,'\erYed welfare ftcij'lie-nt.'i with children of all agel; {Tab!e 3). The co..\1.<: of therrngnm... thaI 

Maine work welfare del aliOil"i ue li()iIlewh~t low thall for the exile, hiles, 

reflecting in part the Jge distribution of children of participants in those programs and in p.art the 

lower than average cOSt of child cate in tbose sta~&. The somewhat higher costs of child catot under 

the Tee:mge Parent Demonstretior. Ntlects tim high lncidene¢ of ir.far.!s in ClIre {SO ~rcertt of the 

target pnpulalil'ln). 

In cll!eulallllg 01.1; ~Ilclun"rk eSIJ1PlIle~ of child Cltte, we rdied on 1110:; JOBS CWI'iP e.~~ticllce 

for deJ¢tmining subsidy use rAtes for pt\rticiparns wilh children ot' dift'e~nt ltg¢$, as WI;l!l al; the 

average subsidy rates for families whose youngeSI c!ii!-d fa!!s into Ih" diflt!r.!nt aslo! tanges (Table 4). 

This rosu:k::d in our Ilssu~ng subsidy rates thaI range for 15 {,,!rcllt>t for rhose with nc child under 

6 fO 17 rercenl tnf thMe: who.<,e younge5! child i~ hetween the olge... of ! ,Uld 2. F(1r th(;~ getting 

.\Ubliidies, tllt! Mlbskl), leVil!s HUlged from a:J Jl;VetRge of abexlt $215 a monih X?£ Iho~e who:.e youllae~1 

child is! or older to $16-9 for those whos.: youn~sl child is between one and two. years old. 

For Ihe Yariou,,> serviee models. w~ er.l!maled lh~ cost of subsidies per month of service under 

two diftcJ\lnt sclS of assumpliam f1.!garding tlw lIge distributiol1 0~ )'oung<lS: child ren of partiei pallts. 

In 50me cases, we a,\l;umed lhat partieipanL~ in Mrvice~ would ret1<t<:l (""pul.llion of AI:OC hou~Ij(lld\ 

ill term., of the ages vilheir chilcrelL Una:;! U)e~e 'b'>.umplbJh. 40 fX!!Ct:llt or HI! p-'lrlicipitllts illilie 
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prosram component would teceiv~ .a child care subsidy and the avurage ..ubsidy received would be 

$243 a month Cfable 4). In other CIISCS, we assumed that welfaro rcform would larget more heavily 

repre&entMicn--of tho~ with children uuder age 3. Under thc!.C ~,,~ulllpfjom,. Lhe percent receiving 

subsid~s would increase to 54 lind the averaJie subsidy U!tl wou!d remain the liillTh! ($243). 

We aSIlUI'l'Wd that thOSIl in job search would rely on child care subsidies lit the &arne r.ate as those 

in work experience. hut would do so only one-third offirm they were searching, whc(.:l!.s, we assumed 

that Ih",<e' relyillg on suhsidiud care to SUJlf'<irl Chelf employment or work exrerieoce wo:uld Jro ;\('\ 

llkaly Ihan work experIence pardclplutt.. to use subsidies or, altefl'l3.:ive!y, that thuy would r;:ceive 

s.ubsidiell that averaged 50 petcem higher in those rooOlhs they rooeivaci them. Othitr assumptions 

regarding the inoo:lt.1ity of use lind tr.e average subsidy levels are rcl1e<:foo in the differences among 

nur lower, he.nchmarlr, and higher COli! utimatel' (~e Mctinn A IIMve). 

3. Job Search Assistance Costs 

month or less:and enlllil f"I.'riod~ 0:' classroom inmuCllon and supervised job search. As a result thu 

costs of any If;lining session tends to ~ quite mod!;s!. Moreover. tho; COSls of job Si!3rch h-avQ w!1id!;ld 

to be vary relatively lillie In absolute terms across prograr;IJi. For example. over six dif:erenl prognllns 

operated rmlweu(l the e;dy 19&X Ilnd now, 'rocluding JOBS and 'il\f;m;,.~ den1fln~trat)nn pm-ject... , the 

<;;01>1 of thi" 1>t'rvlc~ range betw~u $109 and $'119 per pArticipAllt Cnble 5i. 

OUr most curnml tlstimllli!' of job wa~h costs is th:u for Ih", JOBS prOj\rlun, when. dw COStS 

';iV~rilge tlMUI $125 per tlpisoJe (mo:J.!h) in FY93 dollars (Tanle 5), TI:e unwtlig:w:d ilveragl! cost 

Ilcr-os.~ all six-progrllm'> for which we report cost daill is25 percent higher than The JOBS casts ($156 
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{deluding the highest and lowes! COSt programs) is .$1$0 in FY93 dollars, We use lhis lhird tlgut~ 

in our eSllfnIlU!s of job search training <.:~ls uoder welfara reform. The assumption is that quality job 

search training will be important for moving individuals in to private s«tor jobs quickly and for 

a..\i~ting tbem in IltAi::illg proouclive job ttJlt~iiion,~, 

4. TtuhSportation and Mbctllan.eous Support Semen C05.U 

For UlMly AFDC recipient!;, holding: ~ jot:> or ~cliveiy looking tor one entails ,.uh\!i1llti~l 

tnmsportition custs. Viruully all ptugraOiS lIlso provitk sw~ support fur miSC<!l!anowus work·rdaw.J 

expenses, sU<.:h as uniforms and tools. HQWe'd:r. becauw the latter costs tend to be small relativfr to 

the transportation costs. we have f~sed OUt attention on the implications of our assumptions 

regarding the frequency of reliance on transportation IIssi~tance in determining our recommended cost 

e~tilTlAte for Utili bUlldle of ~ervice~_ 

Th1:r1: ill limited pwgr!l.m di!llil 1\.1 guiut' us in I:¥lilnllting tht:lI~ Ci)~t.\' under wdflilflt refurm, sioct.' 

prior programs hAve tend\!d to hav~ II liberal exemption polley visa vistholle for whom lraasportation 

('OliW difticu!tics or excessive costs. HQWever, the infonnatiQn we do havj,' suggests that Ihelhl cests 

typically have average around $55 per month -of parficipalion in empioYlTil!i'l or training {Table 6), 

RecAU'>," we envl'lioll 1'1 milch Je\\ liil<Orni exen:i'tlQI) policy under welfAre reform, our heuchmnrk cost 

-I:s{lmattt!< llS'iU!nt! :.t slightly higlwr ($60 pr:r month) awrllge lI'slimawu cos: IQr 1\'wS-\: st'rvic~l> during 

po;rlods. of half~liOil! work experience or t'rnploymem and a raw aJx;u. half this leval {$30) a month 

on Ilverhge during periods of supervised job search. Our lower and higher COS! estimatcs vary thes,,; 

momhly COSt estimates to rtfieci assumptions about more and. fewer days during which the 

l'lArticirllnfs go to or seRrch t'N work. 
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5. C4« Mllnag:4lmcut C<)St$ 

A minimal amount of elise n'liltUlgcIT!I.l:nt is involwd in the provision of lit:)' program Sl:rvlccs. 

However, there l~ eon~iderahle dil'CretiM in terms htM' much and what type of ca~e management h 

provided l\oo ....e and beyond Ihis uun,im.a] level, In developing a p!O~d COM e.1>llma!e for ClW! 

IT..aruogul''MlII under wtllfare reform, we made !WO flr-eiiminary jl.ldgrMnts: III rhe M!vel of case 

management should not be M.lrJi;lUSI'IIl a-s that providll4 in some targeted aod intensive interventions 

such as thc New Chance programs or venom socia! welfare demomlfaljon progIllms, but rather 

~hould prohahly no1 e¥<:e«i the level!;p,<lvided irtthe Teenage Parent DemcmMntion Hier!;hey 198.9; 

and M"'Yllaro 1993); l\ud (2) the leveJ of C~l>e tfiluUige;l'\etlt ~hOll!d be '"aded depending on Ihe 

program service component. In particular. Wi! should emphasize strong case marui:~ment for th~ 

who are stili crying to make the trar..si!ion 10 private secter e:mployntl.lm. tlspecltllly those in work 

experience components. 

We ha~ a range (If eli!imate,<; of the cool of pwvidi!1g CII~ management ~ervice~ Inal vary from 

1I low of $34 a mudl in Iwo of the workiwelflue ~1II()lu.lrll:iol';' that I!mpilal>ized job loearch 

assistance to a high or $96 II month in lhe Teena~ Parem Demonsmtion (Tabl,) 1). The 

Employmen~ Opportunity Pilots proje<:t fell in b<>tw~n these eSTimate". 

We Qpted to usc the Tccn!lge Parent D ..rnoffiinl!ion cos! cs!imahl tor QU; ~nchmark cstimilte.'i 

01 case management costs during work expt'rience, whete we teh ~uh,~tantial guidance. !>urervision. 

lI;1d a!>!>iM~r,;:;e would be required to prepiHe for prlvaw U'!clor employm¢IIL III lite TeenAge PlHent 

D"mon...ttatIOh, this COSt coveted a NlIilN'Jlt-!e: leve: of monitoring lind !oUow~throuj:l;\ wit:' a 

population lhAt w:ts, on ,1Vi/l1lge:, mote chaillmsing than the full AFDC popubtion dUI: to thll yaung 

ages of both the partieipants and lheir children. However, the automated !;$5e tracking systems in 

r;~ct! in the". demonstration .~;tt!~ WeH! wry impor!<'In! in rr,widil'g a reits(1n~hly high level of ca~ 

U1ilflagemem lor thi:<. cu'>!. Many program" woold J).<:!I:U ~c jlIVt!\l ill i>uch !>yhh:!H~ !!larder \{J dupli!;a!e 

the leVel of c.tse m.tnal!ement of(t!ted to the Teef\ll~~ Panmf Demor.s!:alion for (his cost. For those 

:;ern:m;t.ixt 22 16/{}.4193 W:14am 

, ., 

http:e:mployntl.lm


for whom we ex~ct.x.l C.1% managemenf to be trulnly. but not exclusively. a monitoring function .. 

those in job seareh~·wc: iidopted the $34 per mcnth COS! expc:i¢nood In the work/welfare 

demonMratiorn;.. We u.\ed ali eVen lower e..<,jlmate {S25 a rMnth) for !h",v; in IMV wage employment. 

where the majority would il~.x.l only adJOluit.lclllive .\oUpPOl!. 
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Child Can: 

Job Semb TrAining 

C.,. 

Child Care 

Job Siweh 

Tntll'ijXJltariou 

Child Can> 

Total 

$389 

,$0 

lSO 

300 

1$0 

4lID 

)00 

$Z,4HI 

72<) 

:$2.3635 

'''' 
120 

)00 

)60 

2.047' 

)00 

no 

lc:· \.iel'll',jeH Pdf\IJ~ 

TABLE I 

ESTIMATED 	 COSTS OF POST·TRANSlllON 
SERVICES (F\'93 I 

'-»-, 
Proj:ram Compooellt Ellimiile 

Bas«! on the lwer~ CO!;T of eWE? III JOBS slits wilb more tUk!) ~ Slo:~ and various worlJwelfMII 
demollllITlltlons (see Table 2}. 

Bru.ed on JOBS subsidy lUld cost nw:s:j MSU~ the age of yo~ug:esl <:hiJd lS disrributtd in proj)Jrt:on to 
agC5 of children in aJl AFDC b;)u~hl}lds (see Table 4). 

AS!lu::nes lhoMl with children under lIge 3 are twice as likeLy to be serl'!;(\ as to ~ all AFDe. 

Assumes ornHm,h. half episooes of job searclI. 


As~ume5 Inc M\\:Je :e'Tel of eR~e rruw«gemJ:cJ as in the T«nllglt Pmnt ~mollSlr"lion e<hW to.iUJug (SIt,. 


Tuble 7). 


As\ume~ ~lJb~idy rll!e~ olle-:ul!J-a-haJ/' limes those for wor),; exp<:flellce patticiplum.. 
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TABLE 1 

WORK EXPERIENCE COSTS 

lob Development 

Stat¢$ '\\-llh > .xx> Slots 

ClIJiforoill $346 

1. 

New Yorle ". 
m 

West ." 
Wisconsln 119 

Lll;fie site .. $.2;\,5 

$400' $147' 

US Average 

Arlomsas~ m ,. 
260 12 

Sw: :H6 " 
&on 139 20 

732 .L 

Balli!1)Oce lSI Jl 

Mllllle~ :'185 " 
Averaec 

• Sl3 

C'WEP SikS 

WEJT Sites 
, " " ':1, : :' '. , ~i ,,' ,', 

, ., ,., i. 

Administration 
and Monitoring 
(~r muDlh) 

.11 

116 

L40 

no 
IS? 

61 

Do\. 

:$120 
« 

" ". 
": I, 

$261 

, 

" 
' :. 

TrCl5-portatirm WId 
Miscellarmus< 

(per month) 

S55' 

128 

1 

" 
51 

18 

41 

1" 

12·MfJUlb JOS..slol 
£qulv.a.l~nt 

$4,L!i2 

NA 

." 

3,tn 

HA' 

1,344 

1.764­

$2,8" $1,981 

4.056 

2.445 

2,89':'1 2,89':'1 

$1,891 $2,S91 

I)RAFT~""ervc(t<;t.tn h IOI04t93 1O!21am 

http:I)RAFT~""ervc(t<;t.tn


fro.. : RebettJ M.lvn~ro 	 lC-~-93 11l:Hh1l 11. S of H 

,~, ,,.,., ., 

, 

, 

t2-M():vb JOS.slvt ,
Ja.b Development AdministratwD Transportation and , Equivalent Ii, 

, find Monitoring Ml~lanwus" , 	 I, VlI.rl'tble, (!~r t!lt.JOth) (ptW mOll:h), , Fixed (ptlr month) Cumml FY9J $ , 

PSE SJ,492 $5,S~J$.291 

1,710Work Experience $2,718143 
,,

AverAge ,, 

(Ullwt-ighredl ,, S201 $2.940 
 $4,657 

Implausible dRt~ reponed ($10 per panicipRnl monih), 

~ 	 TheM: were Ihe ouly ~ile~ lim! served pl\rticipm.l!~ whh 1)fe\cUooI~~8e ChUilJ<:IL Child care wa~ jllMlIm.ed fl) be 68 pe{\;em of 
support &erVices coMS, 

A;Vllla:.es dull tbild tme i~ 34 percell! of 1Il1 ,\UllI)(llljve ~"V.ice Cll\lS iu All ,~ile\ ucep( AIiGUl\/\.\ ruJd Marne, wLich !iCrvtrl 
recipients 14'ith prescbool~ children (baw4 on The actual supportive tervices eosts estimllles for lbe W;;,st VirginiA 
demonsfrllfIDll [:il). In ,Arloolsas Rnd M .. i.ne, 'oW assumed Ibat 08 percent of!he supportive ~ervices costs wete lor c'hiJd C!l.rC. 
,,,iuce Ihey <,(!\,veO recipienls with yOllllg cllJJdren. 

CostS have beea allocatw Il$$uming the Siltml fil;ed rost 1)( job erwinn .lind tbe S<ttne average IOOnrhly celtS of tnUlsportruion 
1llld misceJlaneous support >erVice.~ M urtder the work/welfare demOI1$t(nlrons. 

5 	 1{)104!93 IO:27am 
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TABLE j 

CHILD CARE COSTS [I' VARIUUS PROGRAMS 

CO,,! £stim:>te:s 

Per MOilliJ. of Per Cilild Pel' 
Work Per MOllfb of Month of 

E~peTicllce , , - I'" 

" , 

$116 

r ,... 

Youngest child < t P $} 51 ,.., m 

" 201 26' 

3·S(33%} 61 "'" ,.. 
YuunK~1 chikl >6 (47%) " " 2'. 
21·30 Hour! of CW£P " 133 212 

31-40 Hol.U'S of CWEP 46 '" 3'. 
:11' 

NOTE: In FY 91 fhere w~rc 8.521,028 children to AFDC hou~~bolds (an lI\·~f.agt of 1.95 per hou~chold} ([8] 
T;\p)¢ 11), Th¢i1 disrribulioo by ;;g¢ 'J,'kt AA follo'A~: 

Age Vc C;J};nul"tin! % 

<.1 yelID O:U O~.I 

1 - 2 years. 19.7 11.8 
3-5yean '6 1 
6 - 13 y-eN\ '10.' $1,0~ , 

EstiWled lIS SO pe~tlt of tht: ullweil!~feci J.HrllCes acl'01>S !be l~ ...i1es of fbt maximum rcimburf.eml!o! 
rate:~ fOf fanily day.;:are l\lld :;e!H<!f-Pa.:'cJ <:tlf",_ 

• 
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TABLE 4 

ESTIMATED CHILD CAR~ COSTS UNDER WELFARE REFORM 

AS>: of Yuung~M 
, 

Pru}XJrtioo of ! child CIIl"t' U~ AVt'r~g!.' a..~t PeT [m,T;:m1:i'l1 II) 

Cbild AFOC Rate· MOnlb of Use~ Tora! COS! 
, HQIl$cl:wIds·, 

" H;':P"4IG'tIP1+I~'*<"'X'i~I~'H'jJ"hit<itl ,1#1 r",)r'~";"1'<'t1",,'" .,,1. 11 ; r., ~'4' ",'., /,,,., 'C' rY"'1 1"" '~,I ',',I 'i"rll''''l'l'll'I'~'I',1M! irtjo(Liti'-Pro' ., ,{ the'l)" tf ~n jflAFDC FM:illi~ by' A' e'o(·youil '¢&t·CtiiJd:~' :(1 ,:': ;;: ":; :'::"'"~'"''''''''''' ~ftlQ.\l,J?) "."",lSjqiml:.,.,~,L ,....,... ,'-'..... ' t_J!"" .g, .. I ••.• , I"j ,11< J "li" 

<1 I .0$1 , ,., S219 SUl 

, I,J ,197 ". 119 )612 
, ,., .214 ,61 ,., 3$,12 
, , 

6·13 AOS ,20 1:6 l1.6j, 

'IJ .130 .00 0 0,00 

Avet~e .40 S243 97,29 

':~:t~!J{~-W~VY~u~wk;>dild:c\tl'~~blg~!hiil~{Jl~;gi'F~u~;'~itb n:'V 2'.. iY~i~)::i:~:~JW !ll~li1i'i,~,_~ ,l1:,!!)-_,_ ~",,,g,=, .,'''''';\ ,,_~__.' __ ..,......... 'M'" """", __,-_""",r.,~,..,<,~,.ij;, ,
<1 .102 ,.7 , m $1:H5 

, 
1·2 ,:t% ,78 1'39 73.82 

,·5 ,214 ,.1 ,.. 35,)2 , 

6-13 I .160 ,20 , 116 6,91, , , 

>13 I ,DO ,00 0 
, O,CO, 

" Avt:ra:t: ,54 S243 , $131.50
" 

, 

,, 
, 
, 
I 

, 
", 
" , 

I 

-&>of ~3, 
..	~L ..... ,;..,t ~Cc..oo-.", 

"''14-'''7.. 
? 

. ~ 1""1 c .cw. ---". 
_<J-~.I"...+ <1, <;-lw\"7 

, ,, , 

, 
, 



TABLE :5 

JOR SEARCH ASSISTANCE 

COSTS IN VARIOUS PROGRAMS 


1 
Merage COSt Per Participant Month 

t'rO),':TlUIl 

JOBS Progfllill (FY91) III 

i SM Diegoolll!ld M~la!ld WorkJ\\'elfare 
Demonstrallmls {FYSb} {7] 

, 
: Cook County, IL WorklWelfm Denxmsrration 

(FYSS) ([81 Tabl(J A.I) 

L"umnl S 

$IiS 

.OJ 

: LouiS1IiHtt inlt:n.-i¥.: Jub &..."Ch D.:muu,./nttion l"! 1 I 

FY 93 $ 

1.25 

109 

162 

l43 .. 

229 

: 

1' (FYSJ) (fSl T~f! A.!)
Ir--'-"-'-----'------+---+-:-----1,1
:: ArkJrn'Ul~ Worl.:!WeltN'e Demon'>lf11lion (FY&4) (IS] 121 16'1 
" table A.I} , 

Aven~ge of All Si1( Pmgram~ (Ullwefgllte.d} 

NOTE: These CQ$ts pertain to job search mining and ~uper.'i;.ed job seArCb. This component u$ua1Jy lasts ODe 

w<"tllb or le~... 

a 101041')3 10:273," 
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TABLE 6 

TRANSPORTATION AND MISCELLAN£OUS SUPPORT SERVICES COSTS 
IN OTHii.R PROGRAMS • 

Ptr(;tnt I)f Cm! Pl:r 
Btnefil Mvnlb 
A"tragt Ptr 

Moutts Rea:ived PlIlticipantJMonth ,
II T~ul\I':e PiUcul DCUlOJ.l\IH~ltou (rY!}I) 

66m mI' 161 
,,, WmkNlclfrut OelOOc\fufioa\ (FY93) 12] 
, .. $5$ " , (See Illso Table A, IT -, 

" JOBS [II NA··!lldl.ldr.: in Cmrpnuea\ CnSl~ R';!\!l'lak;$ 

CldcuJ'lIod by ne«wg a<.1!tmltOO cl!Ud care C6stS OUt or the tQllli support Ul'VOO roS1S reported for Ih" vlU"ious 
dtmDnstratioo programs. We relied on detailed estimates of the breakdown of these OOS!S in the West Virgini.l 
eWEP (lWillllUl (FriedlfUlder. Hllmi.lto<l. Hocn: ef aL ~q86 /lml Ball'" Jl1. 1984)_ See Tuble 2 f(,l<' lue ,>ttinua! 
oosts 1II10()atOO to tttonspCl'rtllfio-n ud orner support services in each 6f lM demonstration sites and for the 
assumptbns ugarding the fraction oj costs tbat were assumed to be tor cl!ud care, 

NA ,.. Not uVll.ilubJe, 

9 IO;{)4/93 IO:17am 
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TABLE 7 

CASE MANAGEMENT COSTS 

I ,CQ$f per Ca!e MonthI 
, i, ,FY 93 S0.!ITen! $: Projtfll1ll 

, , ... sq. ,,TeenllSt Pamlt Delllou~trallou (PYltt) (6) ,
ii, 

,,I, , SAn Di¢go·J and Baltimore Work WelfAf1l 
, Detlhlo'\!ra:,o(\~ (FY86) [7J' S25 $1~ II , 

$47 $74 

Per ocril4' (laM! moUth, These eS!lmlites 1\SSUCliI tbllt nIl of tbe cons allO¢IIJed 10 eJlSe :nar.Aftement rux1 bJ.lf of 
tbo~ allocated to eenrral administrJ.!wn ~re ast.OCiattd wirh the c""~ management function. This total of S7BO 
pt:r pt:hOll p:r }'1:af Wl\X uivkldl by tin:: uumh:r <.If Ilt>l\th~ 1:ltCh p:tt1iciPl'bl WlIS un AFDC during tbe ;'clI1 
(S.6). See Maynard (199), Fij::ucc 2} and Silrerbefj! and Hmbey (1993. Table tV.)) for tbe dat .. 011 CO$l$ 

IiIld r.lOQtl15 of panicipation, Ktp«:tiveL:r. 

10 10/0-1193 W:27am 
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ptepar«t by Will Wed'1c (I) 

[1} WORKIWELFAREDEMONSTRATlON COST DATA 

Brock. Thomas, David Buder. 1.100 David Long. Unpaid Work &'pcriC1H:c for Welfare &:cipiClf/S: 
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Research Corporation. 19')3 (du:fi). [2J 

Friedhmder, Dal\iel, Marjorie Ericktson. Gflyle IhmiJton, IUxl Virgini" Knox. "Final Ref'O.~1 (>\; lIw 
Community WQrk Ex~rience Dcmonstrllfions. H New York, NY: Manpower Demon.<;trlltion 
R.t!trearch Curporatlun, Sl:p1.t!mrn:r 1986, (2] 

r31 WISCONSIN WORK EXPERJENCE DEMO~STItATION COST DATA 

PaWasilfAt. John 1100 Lois M, "Evnlualion of the Wisconsi:l WEJT/CWEP Welfare Employment 
PmgrlHllS. ~ Milwauk~, WI: Emplvyment Trailflng lrnlituw. April 1993 (tiI¥:iUtbl" urllft). [3} 

(4] EMPLOYMEr-.JOPPORnrNlTY PILOT PROJECTS CQST DATA 

Long. David, Cmig Thornton. lind Cttristin.: Whil~brc-lId. All E:auninatfoll o/the Belle/i{s mid COS{$. 
0.1 tire Emp/oymellf Oppol1l11tiry Pilms Project. Princeton, NJ: Mathemati¢a Polic), Research, Jnc., 
1983. [4] 

Long, David. An Analysis of ttw Cost); of til<: Emplu;pm:m Ogoortlmiry PiI()tJ.' Prujt't'f. PritJ,;l:ton. NJ: 
Mathematit:a l'olicy Re:-eareh. Inc.• 1933_ 14] 

[5] CIIII.D CARKCOST F$l1MATF.s 

Administration for ChilJnm lind FAmilies. FSA-104 ~f"Jrls iHid S}Willl Tabulatiolt'> of JOBS data 
prepared by Will Weder. [1] and [5] 
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Pebruary 17, 1'94 

To: 	 Leon Panetta 

Alice Rivlin 

Delle Sawhill 


Thru: 	 David Zllwood 
Mary Jo Bane 
Bruce Reed 

Prom: 	 Wendell Primus 

Attached is a very preliminary cost estimate for a hypothetioal
welfare reform proposal. Those numbers WQrG produced ovorni9ht 
and should be re9arded as extremely preliminary. They have lIot 
been reviewed by any o'l'.her divisions in BES. In 80me oases, as 
explained in the footnO~a5# the eS~1matQs rofleot our boat gueus 
of how 	CBO will estimate the cost of the prapesal. 

The actual proposal and tho major assumptiono usod in estimating
the cost are explained in the footllotes accompanying the table. 
The proposal estimated in the table does not reflect any final 
daeiuions ~dQ by the Working Croup or ita oo-ohaira, the 
Secretary, or any other AdII!inistration official. It represents 
the costs of a hypothetical proposal. I would hope to he able to 
prov~dQ the costs for the yoar 2004 LA several daye. 

The estimates represent combined pederal and State costs. It is 
assumed that State costs will be close to zero, and therefore the 
numbers should be interpreted 8S Pederal expenditures. 

For the President"s plan to be cxedible, tbe estimates of JOBS 
and WORK oannot be reduoed much further than the coats indicated 
in the tabla. These estimatas assumG that adult recipients
,(includ1n; teen custodial par~te)' born in 1'70 2r later are 
subject to the time limit beginning in (Octol8!r 1996) JOBS 
spending on other portions of the easelOad would continue as per 
CQ,rrent lAW', 	 , 

If you have any ,questions or wish to see other options, I would 
be happy to respond. 
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_ODS '1'0 'l'IfO-PlIl'IIlI1IT Paov.tlltOliB 

1. 	 Tbe costs for eliminatinq the special eligibility require.
ment& for ~wo-parQnt £~lies ia based upon 8stimatea from 
the food sta.mp quality control <lata file. These estimates 
were then adjusted. for increased. participation based on 
e&ti.mat:.oo from the MATH model employed by Kathetaatica.. Inc. 

1. 	 The estimates for paternity establishment. enforcement. and 
computer ccsts are based. u~on our best quass of how CSO will 
estimate the savings from these child support enforcement 
provisions. The original HHS estimates for these provisiOns
would have produced savings of $3.6 billion over the period.. 
However, both eso and ~ staff belleva these original
estimataa are overstated. substaAtially. Thus, for these 
estimates we are projecting savings of $0.6 billion over the 
peeled.. 

2. 	 The costs for the non·custodial parent provisions are 10 
percent of the JOSS and 'liOIlK proqram costs. 

3 . The estimate for the cost of the child support assurance 
demonstrations are based upon ceo estimates of the 
Rockefeller/Codd bill. 

JIO'rI!S '1'0 call1lLOAD IMIlIEIIS AmI '1'0 JOBS AmI 1IOlIlt COS: U:I_S 

The caselosd numbers and the J08S and WORK coat estimates are 
based on the following policies, assumptions and sources of data, 

1. 	 Adult reeipients (includinq teen custodial parent.s) born in 
1970 or later are subject to the time limit beqinning in 
October 1996 (FY 1991), JOBS spending on otber portions of 
tbe caseload would continue as per eurrent law. 

I•
2. 	 caretaker relatives are not subje.ct to the new rules and are 

not Phased-~.' . , : 
, .' 

3. 	 Pilrents who have a' child under one {or UDder " months, if 
conee!v,"" after the initial _Uuo r_.i.~l... arc .....,1"9 fpr 
a severely disabled child, report a ~rimitati~or Who 
are 60 yeus of age and older are defifi'ecl-fram participa·
tion in the JOBS and waB progr_. AD of !'Y l!l?9. about IS 
percent 01. the phased-in caseload is deferred.. ' ­

4. 	 The easAload numbor~ includo no t:.roatmoDt ef£.ats as 4 
result of the new rules on either exit rates or on the rate 
of part-time work. Aecordingly. there are no estimated 
welfare gavin9v. We 9kPOOt to c1aim some treatment effects 
in our final estimates. particularly for estimat.es after the 
5-year period. As of FY 1999. about 6 percent of1the 

http:estimat.es
http:subje.ct
http:e&ti.mat:.oo
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phased_in eaQgload (which includes persona in the WORK 
proiram) is in extended status. 

5. 	 Cost per JOBS participant figures are taken fr~ tbe FY 1'93 

JOBS data (adjusted for inflation USing tbe projected CPt). 


5. 	 Tho co.~ es~1ma~o aseum8a that all non-deferred phAsed-ln

recipients are enqaged in acti'l1ities. lie a"sume that at a 

'.liven point in time, SO percent of the pbased-in recipients 

aro en9&90d in aotivities which hove eoet. For reclpients

with extensions. it is assumed tbat everyone is participat­

ing in a JOBS activity wbich costs the program money. 


7. 	 The cost of developinq and maintaining a WORK assignment is 
calculated using CWEP data from JOBS and from the wolfare­
to-wQrx demonstrations of the 1980& (again. adjusted for 
inflation ull1ni tbe projected CPI). Approximately 150! 000 I -r". J . 
WORK slots would be required in 1999. 	 - If rw 

9 • 	 The figures for JOBS perticipants and JOBS Spendini under 

current law are taken fr01ll tbe ACF baseline. 


9 _ 	 The JOBS and WORK cost est1metes do not consider the 

potential impact of the child support and reinventing

government prOVisions on the size of the caseload. 


IIOftS 0If can.u CAaB COST ES'1'IMl!.'l'l!S 

1. 	 These estimates reflect the child care costs aS80ciated with 

the above phase~in assumptions described under JOBS and 

"QRK. 


2. 	 CBO' 8 ast1metes of these costs may be biqher than these 

estimates based on their estimete of the Republican welfare 

reform proposal. The per-child costa in the 00 estilll4tes 

are hig-her. We are continuin", to YOrk with them to resolve 

these differences. 


3,. 	 This -estimate is based upon ballerine spandinq for: the lIoad 

Start program and therefore does not~ccount for the . 

additional children wbo will 58 serVed by Head Start when it 
, expands. This follows conventional CBO seorinq rules. 

4. 	 There is no sliding Beale fee for services included in this 

estimate. 


5. 	 lie asSume that approximately 40 percent of all Mix: flllll1l:l.es 

participatin9 in JOBS and WORK vi11 ua. paid child oare. 


6. 	 From 1996 to 199', we assume that we will Serve approximate­

ly 1.2 million additional childt9n (about 700,000 families)

with ollr working- poor cbild care program. Each year we will 

serve approxi=ately 3~~tional children. 


i 

http:flllll1l:l.es
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. .'" , , 	 . 
1I0000S TO U%lIVBII'r%1IG G'IOVmUINI!lIl!r .lIOVrSIOIIS 

The proposals in this section were desiqned to net to zero. The 
cost 	of the spendinv provisions is approximatQly ,5 billion OVe" 
the 5-year period. 1mplying that the savings provisions are also 
$5 billion over the 5-year period. 

Some 	 of the proposals wbich will increase cost are. 

1. 	 Increase the limit on "ountable " .... 01>".."0 to the' limit 
established in the food stamp program, and exclude one 
automoqile for both AFOC and rood Stamps. 

2. 	 Coordinate accounting and reportinq rules between the food 
stamp and AlDC rules. 

3. Mandate fill-the-qap policies in low-benefit States. ~ 7 

Same of the propoaala which will decrease cost are: 

1. 	 Eliminate tbe provision that prevents SSI recipients from 
beinq incl... ded in an Al'DC unit. 

2. 	 MOve the filing unit rules in AlDC toward the food stamp 
proqr~ fi1ing unit rules. 
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February 17, 1994 

MEMORANDUM 

To: 	 Leon Panetta 
Belle Sawhill 

Thru: 	 David Ellwood 
Mary Jo Bane 

From: 	 Wendell Primus 

Attached is a very preliminary cost. estimate for a hypothetical 
welfare reform proposal. These numbers were produced overnight 
and should be regarded as extremely preliminary. They have not 
been reviewed by any other divisions in HHS. In some cases l as 
explained in the f~otnotesl the estimates reflect our best guess 
of how CBO will estimate the cost of the proposal. 

The actual proposal and the major assumptions used in estimating 
the cost are explained in the footnotes accompanying the table. 
The proposal estimated in the table does not reflect any final 
decisions made by the working Group or its co-chairs, the 
Secretary, or any other Administration official.· It represents 
the costs of a hypothetical proposal. ' 

If you have any questions or wish to see other options, I would 
be happy to respond. 





'. 

NOTES TO TKO-PARENT PROVISIONS 


1. 	 The costs for eliminating the special eligibility require­
ments for two parent families is based upon estimates from 
the food stamp quality control data file, These estimates 
were then adjusted for increased participation baaed on 
estimates from the MATH model employed by Mathematica. Inc. 
These costs are about 213 of the costs estimated by the TRrM 
model. 

NOTES TO CHILD SUPPORT BNFORCEMENT PROVISlONS 

1. 	 The estimates for paternity establishment, enforcement, and 
computer costs are based upon our best guess of how ceo will 
estimate the savings from these child support enforcement 
provisions. The original HHS estimates for these provisions 
would have produced savings of $3.6 billion over the period, 
However, both CSO and OKa staff believe these original 
estimates are overstated substantially. 

2. 	 The costs for the non-custodial parent provisions are 10 
percent of the JOBS and WORK program costs. 

3. 	 The estimate for the cost of the child support assurance 
demonstrations are based upon CBO estimates of 'the Rockefel­
lerIDodd bill. 

NOTES TO CASBLOAD NUMBERS ABD TO JOBS ABD WORK COST ESTIMATES 

The caseload numbers and the JOBS and WORK cost estimates are 
based on the foll.owinq policies, assumptions and sources of data: 

1, 	 Adult'recipients (including teen custodial parents) born in 
1970 or later are subject to the time limit· beginning in 
October 1996 (FY 1997). JOBS spending on other portions of 
the caseload would continue as'per current law. 

2. 	 Care~aker relatives are not sUbject to the new rules and are 
not phased-in. 

3. 	 Parents who have a child under one (or under 4 months, if 
born after ~he initial welfare receipt), are caring for a 
severely disabled child, report a work limitation or who are 
60 years of aqe and older are deferred from participation in 
the JOBS and WORK programs, As of FY 1999, about 23 percent 
of the phased-in caseload is deferred, 

4. 	 The case load numbers inolude no treatment effeots as a 
result of the new rules on either exit rates or on the rate 
of part-time work. Accordingly. there are no estimated 
welfare savings. 

. 
5. 	 Persons who have exited welfare earn back one month of 

eligibility for assistance for every four consecutive months 



they spend off the rolls~ For purposes of this earn-back 
provision, the WORK program is considered part of the 
welfare system--persons do not earn back month~ of assis­
tance for months spent in the WORK program. 

6. 	 As of FY 1999. about 6\ of the phased-in caseload (which
includes persons in the WORK program) is in extended status. 

7. 	 Cost per JOBS participant figures are taken from the FY 1993 
JOBS data (adjusted for inflation using the projected CPI). 

8. 	 The JOBS participation rate (countable participants) is 50\ 
for phased-in recipients who are required to participate, 
except for those in extended status. For recipients with 
extensions, the participation rate (total participants) is 
assumed to be 100\--everyone with an extension'is partici ­
pating in a JOBS activity at sOme point during the month. 

9. 	 The cost per WORK proqram participant fiqures assume a work­
for-wages model. The cost of developing and maintaining a 
WORK assiqnment is calculated usinq CWEP data from JOBS and 
from the welfare-to-work demonstrations of the 1980s (again. 
adjusted for inflation usinq the projected CPI). Approxi­
mately 150,000 WORK slots would be required in 1999. 

10. 	 The figures for JOBS participants and JOBS spending under 
current law are taken from the ACF baseline. 

11. 	 The JOBS and WORK cost estimates do not consider the 
potential impact of the child support and reinventing 
government provisions on the size of the caseload. 

NOTES ON ,CHILD CARE COST ESTIMATES 

1. 	 These estimates reflect the chi~d care costs associated with 
the above phase-in assumptions describ~d under JOBS and 
WORK. 

2. 	 CB01s estimates of these costs will be higher than these 
estimates based on their estimate of the Republican welfare 
reform proposal. 

3. 	 This estimate is based upon baseline spending for the Hea~ 
Start program and therefore does not account for the 
additional children who will be served by Head Start when it 
expands. This follows conventional CBO scoring rules. 

4. 	 There is no sliding scale fee for services included in this 
estimate. 

5. 	 We assume that approximately 40\ of all AFDC families 
participating in JOBS and WORK will use paid child care. 



6. 	 From 1996 to 1999, we assume that we will serve approximate­
ly 1.2 million additional children (about 700,000 families)
with our working poor child care program. Each year we will 
serve approximately 300,000 additional children. 

NOTES TO REINVENTING GOVERNMENT PROVISIONS 

The option shown here assumes that the proposal will: 

1. 	 Increase the limit on countable resources to the limit 
established in the food stamp program, and exclude one 
automobile for both AFDC and Food Stamps. 

2. 	 Eliminate the provision that prevents SS! recipients from 
being included in an AFDC unit. Two hundred dollars per 
month of income received from SSA is disregarded. 

3. 	 Disregard the first $120 per month of earnings, and 1/3 of 
remaining earnings, and allow States to disregard additional 
income. 

4. 	 Extend the $50 pass-through for child support to 
, 

the food 
stamp program. 

5. 	 Reduce the AFDC payment standard by 1/3 if any of the 
following conditions are met: 

The AFDC child and child's eligible parent live in the 
same dwelling unit with the child's grandparent; 
There are no adults in the AFDC unit; and 
The AFDC unit lives in a dwelling unit that receives a 
housing subsidy. 

. .... 
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TO: Alice M. Rivlin 
TO: Bruce N. Reed 
TO: Kathryn J. Way 

FROM: 	 Isabel Sawhill 
Office of Mgmt and Budget. HRVL 

CC: 	 Richard B. Bavior 
cc: 	 stacy L. Dean 

SUBJECT, 	 welfare reform costing issues 

According to HHS, our welfare reform proposal will cost between 
$6.5 and 7.8 billion annually once it is fully phased in. My staff 
had no opportunity to review these numbers before the were 
presented at a West Wing meeting on 1-25. We are now beginning to 
work with the Department to understand their model and their 
assumptions. 

Our first goal is to achieve soma clarity about what the above 
numbers represent. For example: 

- Are all of the costs federal? What's assumed about state 
costs and federal match rates? 
- What's our exemptions policy? 
- What/s assumed about behavior in the case load reduction 
numbers? 
- Are all Of the child care costs for the ~orking poor in 
addition to what's in 95 budget or are some , in baseline? . 

Our second qoal is to get a better understanding 'of how costs vary 
with the specification of the policy -- that is, to have more of a 
sense of the costs of different options sO that the President and 
others can make more informed choices. Since it would not make 
sense to look at every conceivable pOlicy option (some have 
clearly been decided; others are not important enouqh to get
attention from west Wingers), we need ~o decide which are the more 
important open issues with significant cost implications. The 
following list 1s my preliminary attempt to specify some of the 
options that we might be interested in looking at: 

1. Up front job search requirements 

2. Participation rate and federal match assumed in JOBS 

3. Participation rate and federal match assumed in WORR 

4. Exemptions 



•
" 


5. Eliminating the 100 hour rule, the quarters of work 
test, or the state option to provide benefits fori only 6 months 
for two parent families 

, 

6. Services to noncustodial parents 

7. Liberalizing the assets test 

e. Time limiting the work program and providing an in-kind 
safety net at some fixed percentage of current benefits 

9. Conforming Food stamp and AFDC filinq units or other 
program simplifioation measures (,\<11 ~ • ~..t>-t.. 

10. 	Counting housing assistance 1n calculating FS benefits \~ 
,........I~\,.~;~ ~ ~I"..·v .• ~ 

11. Advanoe payment of the EITC ~'\;"'''''' ._~-'\l. 

12. Capping administrative costs in WORK at different level 
or assuming more borne by employers ~<.OO.. "-,,,~ : 

13. Treatment of part-time work 	 . 

14. Whether additional time on welfare can be earned 

15. Child support assumptions 

16. Child care assumptions 

17~ Demos 

We need more discussion of the above list and then an agreement 
with HHS about how to proceed to qet more information about these 
or other issues. 



:. " 


February II, 1994 

MEMORANDUM FOR ISABEL SAWHILL 

FROM: Richard Bavier (l? 
SUBJECT: Rough estimates of policies for Bruce Reed 

The at!ached spreadsheet table provides the basis lor a rough estimate of the cost 
effects of the two policies you described to me. (No behavioral effects are modeled. 
tn other words, on this table, the program does not gel anyone off the rolls any fasteL) 

1. 	 Half of ail.post-transitional WORK assignments are in the private sector, 
)!'jth tile government paying a subsidy equal to the AFDC benelit and the 
private sector employer picking up all administrative QQs!s. 

The underlined row titled "post·admin" reflects the administrative costs of 
the WORK program. These are high, and do not include child care. 
They are based on experience with AFDC work programs that involved 
considerable job development costs, as well as soma monitoring. (I 
have encouraged HHS to look at the Ohio CWEP program from the mid­
19805, which Is the closest thing to a saturation CWEP we've seen, and 
which probably has tower administrative costs, but I haven't made any 
progress yet.) It Isn't clear how much of these costs could be transferred 
to private sector employers. 

However, it is clear that a lot of the cost altha time-limit followed by 
community service is this administralive cos!. \'tith an estimate for to!!!.1 
federal steady-stale cOSIS a . costs 
_associate WI ORK make up around 60 perce!,!. (As the smaller 
attached table shows, this assumes a 50 percent federal match rate for 
these costs.) If half of all WORK slots were in the private sector with no 1\ 
administrative costs, steady-state federal costs would be about $1.5 
billion lower. 

II's probably unrealistic to plan on avoiding all administrative costs for 
one-hatf the WORK slots. Job development would still be necessary. 
An average savings of 50 percent on administrative costs for such slots 
seems pretty optimistic. At 50 percent savings on 50 percent 01 the 1'1 
WORK slOIS, Ihe federal savings relative to full administrative costs for 
this group would be about $.75 billion in the steady state. 

I 



Experience with private sector employer subsidies (either OJT or tax 
credits) for hiring disadvantaged people should discourage us from 
hoping that 50 percent of those hitting the lime-limn could be placed in 
subsidized private sector jobs. It looks like employers don't find it 
economical 10 hire these target groups because of Ihe direct overhead 
(cert~ication Ihat employees are eligible, record-keeping, and reporting) 
and because 01 expectations about their lower productivny (sometimes 
characterized as 'stigma'). A table summarizing recent programs and 
sections Irom analysiS by one of the issue groups is attaChed. 

Because AFDC parents reaching the two years are probably going to be 
among the least job-ready, persuading private sector employers to hire 
them will be even harder. (Attrition of less job-ready seems to be a large 
lactor in the operation of intermediaries like America Works, too.) On the 
other hand, we know that even very disadvantaged AFDC mothers often 
obtain jobs without a subsidy, so we shouldn't conclude that they are all 
unemployable and subsidies are hopeless. A deep subsidy with lew 
direct administrative burdens might induce more hiring. (It might induce 
abuse as well.) In any case, I don't know of evidence we could marshall \ 1 
to justify a prediction that half, or even one-fourth, of WORK participants 
would end up in subsidized private sector jobs. 

, 
2. 	 Half 01 WORK participants are pieced in jobs in expanding government 

programs, such.as providing Child care for other AFDC parents. working 
in Head Start programs, or monitOring other WORK participants. 

This poli,cy would reduce the cost of welfare reform by the amount of the 
benefits or wages paid to half the WORK participants (as compared to 
the first option that would reduce the administrative costs for half the 
WORK participants). The logic is that the costs of these services (e.g., 
child care) already appear in the welfare reform package, or in the 
Budget. If the benefits or wages of people performing these jobs instead 
are paid by welfare reform, an offsetting savings must appear 
somewhere else. The proposal attempts to get savings from the value of 
the work performed by the WORK participant. 

It is stipulated that the jobs must be in expanding programs, In order to 
avoid running inlo displacement issues. 

The range of offsetting jobs into which WORK participants could be 
placed is further limited by current cost-sharing arrangements and budget 
scoring rules. For example, plaCing a WORK participant in an expanding 
Head Start program could reduce the amount of Head Start funds 
needed for staffing the expansion. Bul there would be no automatic 

2 

I 



savings to be scored because Head Start is a discretionary program with 
an annual appropriation. (On the other hand, if Head Start hired a 
WORK participant, that could reduce the number of WORK jobs needed.) 

To get automatic savings, WORK participants would have to be placed in 
additional jobs planned under welfare reform (such as additional child 
care providers or additional monitors) or in some other open-ended 
entiliement which the Budget says will expand. Medicaid continues to 
grow. It may be that assignment of WORK participants 10 provide 
services for which Medicaid pays, for example nursing home care, could ./ 
be scored as automatic Medicaid savings. That would be a longer reach 
than scoring automatic savings in AFDC child care from assignment of 
WORK participants to provide child care for other AFDC mothers. 

The underlined rows titled 'PosHransition, AFDClwages' reflect the 
benefits or wages paid to WORK participants. In a steady state, the 
federal share is estimated roughly around $4.7 billion per year (assuming 
that federal matching for WORK pay is the current AFDC matching rate). 
If half were offset by mandatory budget savings, federal steady-state II 
spending on welfare reform would be $2.3 billion lower than otherwise. 

, 
While we have no experience on which to judge what proportion of 
WORK pMicipants could be aSSigned to positions with offsetting savings, 
we have an indication from HHS that child care advocates would object 
to too many assignments to child care provider slots. 'I:!ilil of all WQBK 
r ci ients is robabl far to m ho f r in this status. One-fifth 
mi ht be ofil 0 timis' if assignment of WORK partiCipants to monitor 
other WORK partici nls were permitted. ?oi. 

Attachments 

co: 	 Barbara Selfridge 
Stacy Dean 

3 
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June 18. 1993 

Employment and Wa!J" Subsldle. 

~ toIt.I\!ring mcttb: idIIntffin ~ c»atgn ~ 01 ~mm«l' wb$ldi.s d ~M'lt, ht!. the maior 8;ltMnbtivo dHq, _Min, It'MM'I ~ bolt. ... ~ 
.tfects of inoofpotnling the *emant in the dssig'l lin Wfln as COlntefU!, oHun uninlflnd9d and umiluii-.d, effects. 1M m.tri): focus_s on aspGCtI of iob tubsid.. mosl mI&wnt to 
ptanning lor ~-imitQd _Ita,. pclicicts. Some progl'Dtn dnign Issues relevant to job subsidy progratM in other contQm.19 ignored. FQr~. iuuo!l ~ to h oounlil,· 
eycieftI. GOP, end infatiotNUY.1fecb of lob l:Ub&i(ies IU9 I'lOl inclIJded. Nor tint 11'.... Nlated b:} ~availet~ b ~ I'9gIIldas of pmHnt or rom. WIIIffanJ stab..l!i. or 
availalH «ifV to cartain J'f9oM or ONtain industries, 

Design OImenslon. Altomoll_ 

Targeting Lesslargeted 

More targeled 

Duration of program 	 Permanent 


Temporary 


~.a~. it n ju${ «V$I'Ioty of MIy~idiz.od lob. public em~ it not i'ldlktOd Mr.. 

Intended effects 

Ease of adrruT'\i$fration. 	 More 
equitable than targeting on some 
basis other than need, 

Increased employment Of wages 
for target group members. 
Efficiency. 

Predictability. Ease of 
administration. 

Reduction in windfall to 
employe ... who W<».lId have hired 
anyway. 

Collateral .ffacts 

Increased (.X)6ts. 

Substitution of larget _ 

morrbelS for otho< employee•. 

Induced increase in target group 

merrbership. 

Windfalls to e""loyers who 
substitute subsidized for 
unsubsidized employaes. 

Accelerated. ratho< lhan 
increased, empbyment. 

Insufflcienlllrne to I..,..,... 
employment by planning tor 
substitution of factots Of increase 
in scale . 

Emmpl.. 

NJTC. EITC' 

TJTC. OJT. NSWD. 
_-stipp. WiNcredH, 
JOBS68. BRRs 

EITC. OJT. """'"'"'!'P. 
TJTC. BRRs 

NJTC, NSWD. 
JOBS68. Wi_a 

• ETC .. eamtd ~ Tax CfOCIt (19751o pN!I9t'rt): Me .. New Jot,,: tex CnMlt (1977·18): TJTC .. T~.ktJ. Tax Ctadt C1tJ79 to proMnf); .J09,S88 .. eontracttto 
ott-, eddad ootts of mng ~(Hil6a-13)~ WlNcnxlf. lITe ptWKkIonsor fat woll'aNi ~ (1971-81); ~1Upp" ifIW1t ~ orworfl: ~\afiQn Jot 
MOC rec:ipients (1981 to present); NSWD .. National SUJl1lOI1edWOfk OImonstra1M:ln (l'976-!lj; OJt .. on'~1ob.1:niI'ting:1J:t'Ider JTPA eand ~,..; BfWU .. fncome 
o;'fWlgam<! iowvmg btNfit todudion m.tft in AFDC ($oo.mo tor work O~$, $30 pita one-third bf lOur tI'IOnlhs, f)en i30 for another ~ end the Food Stamp Program 
(s\aMatd dtWdicm and 20 pereet flf nmioga) kit Oftut walk 8lq»n~ and erute wori( il'lcentivft. 

http:MIy~idiz.od
http:contQm.19


Design Dimensions AIt""",II_ Intended offects Collateral effeets E.amp ..... 

Qual~1ed 

employment 
AQemployment Ease of administration. Windl.llio employers. EITC, BRR. 

Addhions 10 
employll1e!1l 

Increase impact by subsidizing 
only increased emptoyment. 
Reduce windlaH. 

Govi IndtJC<ld OolT'!"'lhive 
disodwnlage for employe .. 
unsubsidized due to inevitable 

NJTC 

a:rbitrarmess in definition and 
error in measurement of 
iocremer1tal employment. 

Size of subsidy to 
employer _Ive 10 
labor costs 

Small lower progmm cost. less 
windfaU to ef11lloyers. 

Lo..... uptake due to less 
reducticm in 1abor costs for 
employers. Sl.Ibslhute "arHimo 
for futl-ll"", employe.... 

Large Greater incentive for participation. Higher oosIs, 

Dum1ion of subsidy Temporary Maximize effICiency of individual 
subsidies by not subsidizing after 
the po(nt that e~loyer 'WOUld 
retain employee end employee 
would keep job wilhoIJI subsidy. 

Induce tul'l><Mlr when subsidy 
ends. 

TJTC, NJTC,_·,_,WI_. 
JOBS68, AFDC-BRR 

Permanent Assure job retention and income 
floor for subsidiled lNOrit;er. 

Reduce program effICiency • 
spend more of publ'or; """"""'" 
on those who would remain 

EITC, food stamps 
BRR 

employed anyway. 

Purpose of subsidy Increase hires Aocelerate hiring (that would have 
taken place anyway). Give 1001­
in-door 10 targeted empk:iyees, a 

- - - - - ~. ·chance to demonstrate 

Induce turnover, lower average 
tenure. 

JOBS68 

- - -~.-

productivity. 

Subsidize tlllining Increase hiring .nd employment 
of _.".. woo would not have 
been hired bees... of cosl of 
training necessary to raise 
productivity. 

Induce lumover. Net effed 
depends on human capital 
enhancemenl in training. 

TJre, NSWD, _. 
supp, OJT 



Design OImeM1ons 

Direct recipient 

Method 

Aft_I.... 

Subsklize wages 

I!1eroase 
employmenl 

E~er 

ElT1JIoyee 

Tax credit to 
employer 

Tax_to 
employee 

Require hiring of 
target employ ... 
t!I$ oondltion of 
govt cont_1. 

Intonded effects 

Increase Iaboof tome participation 
and inoome of workers whose 
reservation wage exceeds lheir 
marginal product 

Increase efl1)loyment by inducing 
substftution 01 labor for other 
factors or increasing scale of 
production. 

Provide incentive of reduoed 
labor cost in f'flOSt visible way. 

Provide incentive of higher 
income m most visible way. 

AdmtnistratNe efficiency of using 
current tax col1ecUon machinery ­
additional staff needed mainty for 
audit. 

No welfare system contact. Uses 
current tax collection machinery ~ 
add"ional staff needed mainly for 
aud •• 

Efficiency • bids for lowest 
subsidy to Include specified 
number of target employees in 
contract labor force. 

. CoUateral affects Exa_ 

Induce increase in target group 
membership. Itwerse targeting· 
higher subsidies to those with 
higher wages. May increase 
houts of current e~loy... _ 
than number of employees. 

Induce increase in target group"""""''''''Ip. Compe.iIive 
d~nlage and reduced 
(probably skilled) employment in 
indus.ries producing capij.~ 
intensive substitute goods, 

Stigmatize subsidized WOf'kers. 
Impose cost of administration on 
employers. 

When targeted by income and 
pern1anont. increase "tax- mte: on 
employee 8S ihCOme rises end 
subsidy phases out. 

Low uptake in advance peymen1 
of credd, so po.enlially largo '""'" 
sum payment at tax refund lime. 
E>perience with EITC suggests 
porenlial for fraud lhal i. too 
expensive to aurftl and prosecute. 

AdminlsllaUw costs of monitoring 
oo~_. Depending on roles, 
incentive for phantom employees, 

mc 

NJTC,BRRs 

TJTC, NJTO,_· 
supp. NSWO. OJT, 
JOBS68, WI_ft 

EITO, BRRs 

TJTO,NJTO,
.Wl_ 

EITC 



, . 


DesIgn Dimensions Attemat:lva9 

Transfet to 
employ'" 

Transfer to 
employee 

tntended effects 

More documentation can t6rget 
subsidy to individual elflJloy •• 
and employer characteristics and 
reduce fraud. 

Best targeting to empklyee's 
need. Sub-yearly eligibility period 
provides benefIt closer to period· 
of eligibility. 

Collateral _. 

Higher administrative costs for 
empioy<!r and government. 

ElflJIoy.. must come into eon1act 
with welfare system. Higher 
levels 01 targeting, 
documentation, and audit if1l)O$e 
higher administratiwo costs. 

Examples 

OJT. work..upp. 
NSWD, JOBS68 

BRRs 
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as many as balf of the mothers on welfare may be significantly underqualified for similar 
jobs. Welfare-dcpendent mothers are less likely to have job experience and more likely to 
face discrimination in the labor market." This group is likely to include Ibose who need a 
little ell1ra belp and encouragement as well as Ibose wbo have intensive emotional, 
disciplinary or social problems. 

oj TAX INCENTIVES AlDNE ARE NOT ENOUGH FOR EMPI..OYERS. 
Employer incentives to bin welfare recipients have traditionally come in !be form of 

targeted tax incentives. We find that the value of the tax incentive is otlen outweighed by the 
amount of paperwork required and !be stigma attached to hiring welf"", rccipicnts. If 
targeted tax incentives are to be effective, they must be accompanied by edditional ""ices 
sucb as SeteeDing, preliminary training, or a probationary work period. 

The evidence clearly indicates that tax incentives alone are not enough. Lerman" 
notes that under both tbe WC>I program and tbe TITe, only a small fraction of the employers 
claimed credits for which they were eligible. Bu,de,," conducted an experiment with' 
employer vouchers for hiring disadvantaged workers. Members of !be control group who had 
no voucher payment to offer had mO!1O success in obtaining employment. Employ~ did not 
want to hire worke.. marked as "damaged goods" despite generous voucher payments, some 
of which could be redeemed as cash instead of tax credits. In addition to the stigma 
explanation, Bishop and !Cang" explain the low employer participation rales in incentive 
programs by Ih. high level of administrative COSls for processing the incentives. . 

On the olber band, tax incentives can be paCkaged together with olber employer 
ine<:ntives to provide an anractive overall package." ~igna..~..,ycrtllllle 
by providing subsidized recruiting and lIl:r...~well as Ihe initial training and suppon in 

" instiMe of Women's Policy Researcb. Testimony ciled above. 

" urman, Robert. "A Comparison of Employer and Worker Wage Subsidies" in Robert 
Haveman and lohn Palmer, Jobs for Dis.dvamagea Workers: 1M Economics of EmpIaymem 
Subsidies, The Brookings institution: Washing1on, D.C., 1982. 

.. Burtle.., Gary. "Are Targeted Wage Subsidies Harmful? Evidence from a Wage 
Voucber Experiment." JndusrriJ1l.nd I..tJbcr Rel.tioM R""i ..... Volume 3~, Number 1. 
October 1985, pp. 105-114. 

11 1991 ••••••••••••••• 

II Emst and Young reporl on Ibe value of America Works placement' services. 
Forthcoming. The study indicates that employers may save as much as S2S00 per person by 
hiring through America works. 

http:JndusrriJ1l.nd
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a Dew job."ISome employe", have suggesled a one-year .xemption from the heallh care 
mandale forla-welfare biro8.7ln addilion, employe", caD IICI'CCD applicants further if allowed 
to biro the workers on a 1.lliPO'rary basis before committing 10 pmnanent employment. Any 
federal assistance to promote bundling tax incentives with other employe: incentives must be 

.flexible enough 10 allow loc::al markels 10 shape services for employers. 

d} 11lAIJ','ING HAS MODERATE, Bur MEASURABLE EFFECI'S. A1lbough low 
okliis are a severe problem, mining programs are nol • quick fix for welfare dependency. 

Inexpensive programs ($100-1500 per person) provide .hort~lerm job search 
assistance, remedial education. vocationa! education or work cxpc:ricnce. Despite variations in 
economic conditions and program desigo, the majority of the evaluations show some 
improvemenl in earnings, employment, and welfare exilS in comparison 10 • control group.'" 
How.v.r, .ven tb. most successful programs only raised employment levels from 24 percent 
in Ih. control group to 35 percent in th. mining group. Thus, the mining program o"uy 
changed the outC<)m. for aboul 10 percent of tbe group. WlIiI. this improv.ment is worth 
achi.ving, ir docs not help the two-thirds of th. group who would no! g.t a job on their own 
or with the h.lp of a mining program. Ad<iitional caveats: 1) Exit rate. from welfare lend 
to improve .v.n Ie.. than .mploymenl rat.s. 2) The control group in the San Diego SWIM 
study caught up with tbe trained group by the fifth year after training." 3) Neither the most 
job-r.ady nor the least job-ready ben.fit from inexpensive training as much .. the middle 
group: the most job ready will find jobs anyway, and the least job-ready do not lend io get 
jobs after a quick program.'" 

More expensive, targeted training programs, such as the home health care aide 
d.monstration, can cost from $4,300 10 $8.700 per participant. Although'int.nsive training 
programs tend to have Ie.. impact 00 rates of employment, !hey croat. larger boosts in 
earnings for those employed. Participants in the Home Health Care mining increased their 
earnings by $1,200 or $2,600 per year." In contrilst, inexpensive job search or work 
experience programs t.nd to raise earnings on average by $400 or less." Inlensive programs 
may be able 10 incr.... actual wage levels, while inexpensive programs simply increase hours 
worked. 

Thus, even if we could afford 10 put every person on welfare IhroUgh • quick or an 

It Supportive work d'monst'rations from the 1970. have had strODg ilnpacts on job rel.ntion 
aod la.., employment. See background papers from tb. Transition Issue 9roup for rere",nces. 

,. Friedlander and Hamilton. Gueron~ 

u Friedlander and H....nt"". 
Gueron and Pauley~" 


" Bell and Orr 


Gueron and Paulay." 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MA'IAGEMENT AND BUDGeT 


WASHlhlCTOf'.<, 0,0, 20503 


February 14, 1994 

MEMORANDUM FOR THE 	 DIRECTOR 
DEPUTY DIRECTOR 

FROM: 	 Belle Saw~ 

SUBJECT: 	 Welfare Cost Estimates 

The costs of welfare reform depend on 

• the contents of the plan, 
• the phase-in strategy and time period for which costs are estimated; and, 
• the behavioral impacts of the plan. 

This memo lays out some of the issues we face in each area and. seeks your 
guidance in resolving them. 

The Cootants of the Plan 

There are a large number of possible reform options consistent with the President's 
basic vision -- each with a different "steady-state" cost. ("Steady-state" means the 
cost once the plan has been fully phased in and any new rules or policies apply to 
the entire caseload, not just a portion of it.) I believe, based on our staffs' work, 
that the range of annual steady-state costs varies from zero to $10 billion with the 
most reasonable estimates probably falling in the middle of this range. We are now 
working with HHS to specify the most relevant options within this range so that 
you and others can see what kind of policy you can buy for different prices. 
Although we will have much more detail for you later, the most relevant issues are 
likely to be: how much child care is expanded for the working poor, whether the 
work slots are time-limited, and the administrative costs of creating JobS. 



The Phu~-In of the Plan 

Most of those who have worked on the plan agree that it should be phased in 
gradually. Although there are numerous ways to do this (by state, by age, by 
length of time on the rolls, etc.), the most common assumption is that we will start 
with all new applicants (existing recipients would be grandmothered). Under this 
assumption, it turns out that the federal costs of a basic reform plan (the time·limit 
followed by community service, with related training and child care costs and 
assuming no behavioral effectsl, based on very preliminary estimates, are as 
follows: 

First five years (cumulative): $3 billion 

First ten years (cumulative): 18 billion 

Steady state (one year): 5 billion 

Steady state (five years): 25 billion 


As these numbers plainly Illustrate, the phase-in path is critical as Is the specific 
time period for which costs are estimated and presented to the public. Depending 
on which period is picked we can saV the same plan costs anywhere from $3 to 
$25 billion, Note that Senate scoring rules adopted in last vear's budget resolution 
require a 10-year window. Moreover. journalists, aided by outside analysts. will 
surely be interested in presenting steady-state estimates even If we do not. 

Behavioral Imoacts 

To a large degree, the promise of reform is that it will affect behavior. The theme 
of parental responsibility, with its emphasis on child support enforcement and 
reducing teen births. is designed to reduce the number of people coming on to the 
roils, The theme of work and responsibility, with its emphasis on education, 
training, and jobs, is intended to move people off the rolls. ManV of us believe that 
over time these impacts will occur and will produce savings that help to offset 
(possibly even more than offset) the initial costs of reform. The problem Is that it Is 
doubtful that CBO will score much if any of these savings, (The estimates cited 
above do not assume any behavioral Impacts,) 

Options 

In the face of these facts, it seems to me that we have three basic options: 

Qn!i2n",Qna: Count Just the Eirst Five Year Costs 

If we did this we could propose quite a generous policy and fully offset it. The 
downside is that we could be blown out of the water bV outside analysts and be 



subject to a point of order in the Senate. Republicans would argue that we had 
launched an expensive polley and only paid for its opening wedge. 

Dotioo Iwo; Covnt the Steady-State Costs 

•
This would be mvch more credible but would necessitate proposing a much 
tougher policy unless we come up with a lot bigger offsets than anyone is 
contemplating right now or assume much bigger behavioral impacts than CBO is 
likely to score. We would probably need to time limit the commu~ity service jobs, 
cut back on child care expansions for the working poor, and find creative ways to 
keep the costs of the work program down. A variety of popular add-ons (such as 
liberalizing the assets test, treating two-parent families mare like one parent 
families, experimenting with child support guarantees' would probably have to be 
dropped. 

QptiQO Ihree: Propose a Fjye Year PrQgram Only 

We could make the argument that we believe that behavior is bound to change 
under our policy, but that we plan to rigorously evaluate the program over a five 
year period to measure its effects and the associated cost savings. We could 
propose to sunset the legislation at the end of five years at which time we might 
ask the Congress to extend and possibly modify it, depending on' what was learned 
over the first five years. This is a sensible approach that avoids some scoring 
problems but could be criticized for not ending welfare as we know it but rather 
experimenting with welfare as we know it. 

The above is just a first installment on what will undoubtedly be an extended 
discussion of these issves. I will be setting up some meetings so we can talk 
about them further and get your input. I 

cc. 	 Bruce Reed 
Kathi Way 
Richard Bavier 
Stacy Oean 
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'EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

! WABHNGTON. 0.0.:i!~ 

I 
MayS,1994 ' 

MEMORANDUM FOR WELFARE REFORM CO-CHAIRS 

1.\ 
FROM: ISabel SawhillllJ' 

I 

SUBJECT: WeIf",e Reform Costs 
,, 

Working together, we have: made steady progress toward developing the 
Administration's welfare reform proposal, To keep us on track for submitting 
legislation this Spring, it may De useful to layout some of the cost issues that 
remain, A common understanding will help us deal with these issues 
systematically and quickly, and contribute to a better final product, 

I 

Cost issues that depend on iresolving outstanding policy questions are outlined 
below, Attached is a list of requests for information on proposals where the policy is 
clear but the derivation of the specific estimates is, in our view, still somewhat 
unclear. These requests are based on the data provided in the cost tables in the draft 
memo prepared by HHS for the President and dated April 12, 1994 and the April 20, 
1994 memo on "Cost estimate memo components" prepared by Don Oellerich and 
Jennifer Meazey, ' 

Some of our questions may!already have been answered, or may reflect an 
incomplete understanding of agreed-upon policies, If 50, we'd welcome updates, 
Staff at both the Department and here at OMB have been working together to clarify 
outstanding issues, and have been sharing materials. Nevertheless, we still lack a 
great many details. Wherever Possible, these details need to be spelled out in 
writing and any unresolved policy issues clearly identified. OMB's final comments 
on the bill's cost cannot be provided until we are able to review these details and the 
welfare reform legislation itself. Our hope is that this memo will help the process 
along. 1 

COST ISSUES I 

1. Part-time work 

In early cost modeling, it w~s assumed that part-time work pOlic;es would induce 
a large increase in part-time work. More recently, cost estimates have assumed 
there will be no change in behavior due to part-time work policies. While this , 

I 

I 1 
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assumption may be consistent with some part-time work policies, until details of 
the policy propooal are settled and clearly communicated, it cannot be detennined 
whether there will or won't be behavlor-dIiven costs or savings. 

2. Sanction!! 

At a recent specs meeting, it appeared that agreement had been reached among 
the co-chairs regarding some aspects of sanctions policy. HHS staff have Indicated 
that they are developing cost estimates of sanctions effects. Until the policy proposal 
and the modeling are documented, we are not in a position to agree or disagree with 
related cost eslimates. 

'The latest HHS caseload estimates we have show 16 percent of the phased-in 
caseload not subject to the JOBS an~WORK requirements, and from 40 percent (in 
1996) to 28 percent (in 2005) of the phased-in caseload in the deferred JOBS Prep 
status. 'The deferred are assumed to include: .J some who are categorically deferred, 
such as those with a disabled child; b) some who are deferred prior to exhausting 
their time-limits, at the discretion of the state, up to a maximum share of the 
caseload; and c) some who have been reassessed after II. WORK assignment and are 
placed in JOBS Prep rather than given a new WORK assignment. At present, we 
have not seen a break-out of these sub-groups that totals to the overall JOBS Prep 
percentages modeled. 

4. State flexibility 

States are to be given flexibility to design their JOBS and WORK programs 
similar to the flexibility they have over their current JOBS programs. In 1988, CBO 
estimated that savings from the Family Support Act would be considerably below 
the Administration's estimate. The Administration had assumed that states would 
use their flexibility to implement the kinds of programs research showed to be most 
effective, while COO assumed less effective programs would be implemented. 

OMS staff understand the argument for assuming that a welfare reform 
implemented effectively could have impacts comparable to the SWIM 
demonstration. (Although SWIM was implemented in a flagship office, proposed 
JOBS participation rates will be half-again as high as SWIM's, and according to 
special analysis by MORe, SWIM had caseload impacts on young mothers 
comparable to those on oider mothers.) However, It appears that these impacts will 
have to be discounted to some extent to allow for state design choices that will be 
less effective than SWIM. 

2 
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Other issues about the lilcely use of state flexibility arise with respect to the 
WORK program. States will be under predictable pressures to assign WORK slots 
with effectively higher wage rates. A full-lime-equivalent slot can provide WORK 
assignments to more parents if each works fewer hours for their subsidized wages. 
And experience shows that, to the extent WORK slots are like real jobs rather than 
community service assignments, organized labor will pressure states to keep WORK 
wages near prevailing wages. 

Conventional labor economics theory suggest that higher wage rates in WORK 
will tend to attract parents onto the rolls or slow their exits, with assodated costs. 
Either HHS should model some costs from this tendency to higher wages or else 
develop an explanation as to why this won't occur. 

5. 15 hour floor 

States are to be required to provide WORK slots involving at least 15 hours per 
week and wages at least at the federal minimum, In states with very low AFDC 
benefits, income from these WORK slots will represent a considerable increase over 
AFDC benefits, Direct and indirect cost questions remain. 

The policy on state matching for these particular WORK subsidies is not clear to 
us, nor is the modeling. In addition, it seems that the considerably greater income 
available to WORK participants in these states could draw families onto welfare or 
slow their exits. Such an effect does not appear to be included in the cost estimates. 
To concur with these estimates, we will need to understand why. such caseload 
effects can be ruled out. 

6. lOBS Cl!pacity 

Because the group targeted for phase-in represents about one-third of the AFDC 
caseJoad, on average states will have to expand their JOBS capacity by around half in 
the year they implement reform. It seems likely that some states will be unable to 
do this effectively. If JOBS cannot be expanded this rapidly, child care costs, initial 
years of WORK costs, and savings impacts will all need to be discounted somewhat. 

7. l.!p-front job search 

A recent specs meeting appeared to agree that applicants, including those not in 
the phase-in group, would be required to perform job search first. It was not entirely 
clear whether: a) the requirement would be imposed at application or at eligibility 
determination; b) any screening would be done to exempt the disabled, those with 
infants, and so on; c) the job search would be structured or unstructured. 

I 

The last caseJoad and cost projections we received from HHS did not reflect this 

3 
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policy. From the research, we expect that whether such a policy would ~t 
additional wots or ••vings would depend on details of lis design. 

8. 	 MaW! hI.. 

A central unresolved 15&lIe is the match rates to be proposed for each program. 
MAtch rates will be • key determinant of program suc""'., Vory/ng the match rale 
could have strong effects on: 

• 	 States' wmmltment to miling the various components of welfare reform 

succeed. 


• 	 States' total operating budgets ""d their w!llIngness to wmmlt added resources 

to various programs. such as cbUd. support entar""""", IUId JOBS. 


• 	 Total Federal costs. 

For illustrative purpo .... th. i\prl112 cost table& currently as&UII\O an 80% to 20% 
Fedl!1'al/State spUt on new aJSts. Since the question of cost sharing is still open and 
may depend on the flJ1lllldng levels we can afford. it may help the working group to 
modify cos! tables by displaying the COSIs of proposals at current-law match rates. 
Costs of changing the matdling rates could. be $hown separately, so that they could 
easily be altered and oould prompt discussion of the poUcy underlying the match 
rates. (For instance, altering States' JOBS match rates over time, t>ased on their 
performance, could be an incentive for them to provide effective training programs. 
The same could be true of dllid support programs, particularly paternity 
establishment.) 

9. 	 Automation 

Given the Administration's focus on hnproving the Federal Government's 
effectiveness and efficiency. the detalls of how new and expanded programs win be 
implemented may merit extra attention. For example in the area of automation, 
ambitious plans tor child ~upport and beneficiory tracking systems are in the works. 
Automation is central to welfare reform and the success of the plan's 
implementation depends upon an efficient and quick systems development effort. 
The ability to track an Individu.l over rim. is critical to the time limited component 
of JOBS and the long term SUet... of the No Additional Benefits for Additional 
Children propooal. Given past GAO and HHS In>pector General report. critical of 
welfare automation projects. we ,hawd be aw"", 01 potential pitfalls in lhls area. 
We need \0 flesh out the details of the envisioned systems to ensure we bave 
developed realistic Implementation time mune and cost estimates . 

• 
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10. ChUd $u,pWrt 

An improved Child Support system is one of the four main tenets of the welfare 
refonn proposal. We are concerned that the sped£ics of the proposal have not been 
subject to the same pollcy scrutlny as other Items In the package. For example, we 
were surprised to learn Informally that the ChUd Support proposal may no longer 
Include a component which reduces a State's AFDC Federal match when a 
recipient's paternity Is not established. Given the range of success with the CUfTent 
child support programs, ambiguous evidence regarding Incentive payments, and the 
expectations of new automated systems, it Is critical that key Working Group 
members have the opportunity to review fully and to vet each component of the 
proposal. 

One final item relates to two fmancing proposals. At this time, we are unaware 
of fmal decisions with regard to the Emergency Assistance and the Sponsor to Alien 
Deemiog proposals. Thesi! proposals are extremely sensitive, given their potential 
Impact on individuals and on Sta~ We need to reach closure on these Issues as 
soon as possible so that we can reach firm savings estimates. 
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'I ATTACHMENT 
May 5, 1994 

GIlNERAL 

The questions and comments on this attaclunent are provided with the objective of 
assuring thet adequate detail!! provided to explain C'IIlTent estimates. To do this 
most effectively detail for each provision and each affected program for the item 
should be provided; capped and uncapped spending should be split out from one . 
another; all pricing should be provided in gross costs and savings; where applicable 
federal administration costs should be noted; it should be noted whether spending is 
envisioned to be discretionaIy, capped entitlement or open entitlement; and 
applicable interactions for each Itl!lI\ whether the item is priced interactively or not, 
should also be noted. In addition, it would be very helpful to have FNS, Treasury 
and others provide pricing for their progrlllll$ for each item. 

A. PARENTAL RESPONSIBIUTY 

1. NQ Additional Benefits lor Additional Children 

Proposal: . ; 

A State option to deny benefit increases when additional chlldren are conceived On 

~. I 

Comments: 
FNS should be asked to review ASPE pricing. Pricing for a national policy appears 
to be generally reasonable. In order to complete assessment of the pricing, analytic:al 
support for the determination on what proportion of stales will adopt the proposal 
and what percentage of the caseload that will represent $hould be provided. Also, 
analytical support for behavioral assumptlona should be provided. 

2. AFDC fur Minor Mothers 

Proposal: 
With exceptions, minor mothers would be denied AFDt, should they """k to 
establish a separate AFOC household apart from their parent(s). 

, 

Comments: Pricing appears generally reasonable, although based on an informal 
State survey, exemptlotl rales for this poIlcy may be hlsJ1er !han a.uumed by HHS. 
The cost estimate $hould take into account possible increases in the IV-E foster care 
caseload, for thoae minor mothers who are sanctioned. 
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3. ChUd SlQlport EnfQm!ment - PaternitY Establlsbmw and Enforcement 
TedmiQues 

Proposal: 
Changes to existing law are designed to increase paternities established, streamline 
current practices through admlnistrative proceSIIe3 and Improve the tracking of 
those paying child support .. The proposals would also overhaul the existing 
finandng and incentive structure for State child support agendes. Under the 
proposal, the Federal government would assume about 87'11> of all child support 
expendltures and recoup 40'11> of program savings. Overall, the changes are intended 
to generate more collediona, and hence savings to the Federal and State 
governments. 

Comments: 
Achlevlng the net savings depends heavily upon States meeting rigorous 
performance standards. Specific legislative language will be needed to more 
accurately determine the savings associated with the changes. 

Under current law, States uprofif' !rom child support - Le. recoup more in 
Incentives and collections than they pay for administrative coslll. Currently, States 
uprofi~ by $500 mI1Ilon annually. The proposed changes woull'! generate $S billion 
more in State Hprofits" over the next ten years, by increasing match rates and 
collectinns. Evidence should be provided to support the proposition thet a richer 
Federal match will ruult in improved State performance. ., 
Paternity Bstablislunent - Current pricing assumes thet 70% of mothers not 
cooperating fully with the child support agency will have paternity established 
within one year. The basil! for this assumption i. not clear. 

Under current law AFDC mothers are required to cooperate with the CSB agency in 
establishing paternities and support orders, Why are there savings for the 
cooperation provlslons when they are current law? 

The interactions among child support provisions are not fully explained in current 
back-up documentation. For example, research shows thai withholding licenses 
mighlincrease collections by 3'11>. However the proposed CSE reforms are much 
wider in smpe and the results of a single study (or proposal) may be diluted when 
States implement the broad changes. To fully explain the child support estimates, 
the detalled breakout of costs and savings by proposal should be accompanied by all 
explanation how the proposals interact and how the line items are discounted lor 
the interactions. 
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4. Cbl!d Sup.porl Enforcement - Automation 

Proposal: 
An ambitious automation project to overhaul existing State automated systems is 
envisioned, as well as ""tAbllshlng Federal databases and <mitral regI~trl"". Sys!eln& 
development costs would be matched at 9011>. 

Comments: 
Systems Implementation time fra.mes and costs have hlstoric:al1y been optimistic. A 
practica1lmpJementation pian and any new e&limale& for Cbl!d Support Enforce­
ment automation should be proVIded. 

5. Child Support Enforcement - Interaction with gther prgyisions 

Proposal: 
Many WORK partldpan18 would be treated as non-AFOC cases in child support 
enforcement States would be allowed to disregard more than $50 in child support . 

• 

Comments: , 
This could significantly reduce the amount of child support available to offset AFOC 
costs, significantly increasing the cost of WORK/increasing net Federal costs of Child 
Support Enforcement. It is nol clear if this Is reflected in the pricing. This should be 
clarified. 

B. TRANSITIONAL ASSISTANCE FOllOWED BY WORK 

1. Transitional Assistance Automation 

Propo••I: 

The welfare reform proposal relles on automation to track clients, fadUlate 

programmatic changes and reduce administrative expenditures. : 


Comments: 

Given historical Implementation time frames and costs, the cost estimates may be 

low. No back-up for the administrative sav1I1g8 re&ulting from automation has 

been available. The pian for how Stale& would Implement programmatic options 

and the Implications for systems costs should be provided. 
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D. TWO PARENT PROVISIONS 

PropOSQ/: 
Slates will have the option to remove all or some of the current eligibility 
restrictions that prevent two-parent households from obtaining AFDC-UP, even 
when Income and asset levels are s1mllar to those of one parent families. 

Comments: 
• Administrlllive Cos/So-Pricing for this proposal should consider the additional 
administrative costs associated with caseload increases. If these costs are to be 
subsumed under the teen case management grant, what will be the effect on the 
service levels envisioned for teens currently eligible for benefits? 

• JOBSfWORK/Child Out Costs-Cost estimates for this proposal should Include 
the added costs of providing training and possibly WORK for the added AFDC-UP 
caseload. Although JOBS and WORK are to be capped, the childcare that 
participants will need may be open-ended. 

E. DEMONSTRATIONS 
I 

It appears that current cost estimates for demonstration programs assume that 
demonstrations (and the benefits they give individuals) end abruptly. In general, 
demonstrations need to Include a phase-down plan so that beneficiaries gradually 
return to the regu1ar program. Cost estimates for demonstration programs should 
reflect gradual phase-outs (and phase-In's where appropriate). 

1. Mlcroente[prlses 

Proposal: 
$10 million per year for mlcroenterprlse demonstration activities. : 

Comments: 

It should be clarified whether funds would be mandatory or discretionary. The 

estimates do not appear to include salary and expense for SBA and.HHS, as well as 

evaluation funds for HHS. These Items are generally considered discretionary. 


2. Matchtng funds for Individual development accounts 

Proposal: , 
$75 ml11ion per year for matching deposits into individual development acrounts, 
with funds usable for self-employment/business capitalization, home purchase, 
post-secondary education. and retirement purposes 
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Comments: 
Not clear whether funds would be mandatory or discretionary: No analysis Is ' 
available to detennine whether there would be interactive effecta with other 
programs (e,g. Food Stamps). 

3. 	 Asset rnIes for IlSseti in indiy!dual deyelopment accounts (other than those 
~d~ Immediately above) 

Proposal: 
Allow AFDC (and Food Stamp?) applicants and recipients to put assets Into 
individual development aa:ounlS, with modest penaJlles for using them for non­
approved purposes. 

Commt1lt.: I 
It should be clarified whether thla Item Is Included In the package and apedflal 
should be provided. 

4. 	 Child 5ut!port AsS!!!'l!IlCl! Demonstrations 

Proposlll: 
Child Support Assurance demos - Up to six States would test the suCO/ss of the 
government guarant\!eing dUld support payments 

Comment.: 	 , 
It should be clarified whether funding is Intended to be open ended mandatory, 
capped mandatOX)' or discretionary? Uopen-1!l1ded, would there be a limit on the 
number of participants, or could the demonstration Include ail of the six largest 
States? 

F. IMPROVlNG GOVERNMENT ASSISTANCB 

1. 	 State flexibililY on earned income and s:bild suwort dlsreprds 

Proposal: 
States would be required to disregard the first SIlO In monthly earnings, with State.s 
deciding on any percentage disregards In addition to the $120. For dUld support, 
States would be able to disregard more than the current $50. 

Comment.: 
Estimates assume that States would increase toW benefits to recipients by $250 
miIllon per year over and above the cost of current walven. The basis for the cost 
estimates is not clear. Pricing should factor in Medicaid, Food Stamp, and dUld care 
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2. Conform AFDC to Food Stamp asK! rules (except for aulomobilW 

Proposal: 
LegIslation 'WOuld have AFDC adopt Food Stamp asset rules with the exception of 
the automobile exclusion. RegulAtioN would be blsued to increase the AFDC auto 
exclusion. 

Comments: : 
It appears the eslimates assume that h1>eralizlng the auiOmobUe asset test by 
regulation will reduce the CO$t of 1ncreasin8 the liquid aSKI allowance. Since 
estimates must be again5t the FY95 Budgt!! baseline, new regulatory changes may not 
reduce scorable COS!$. Medicaid ro5ts do not appear iO be included and should be. 

I 
3. Dlmprd the EIIC from assets for a year alter retel12t 

Proposal: 
DIsregard the BITe from aSKIs for a year after receipt. Presumably, each family's 
aSKIllmit would equal the basic asset limit plus the lesser of their BITe refund and 
their subsequent minllnwn liquid asset balance. 

Commuts: 
Dlsregardmg the BITe for a year after receipt for appllcant/! effectively Increases the 
liquid asset Ilmlt by up iO $3,370 (for a iOtlII of up to $5,370), depending on family size 
and prior year earned Income. The added eligibles and administrative complexity do 
not appear to have been factored In to cost estimates. Medicaid costs do not appear 
to be Included and shoulc1 be. 

4. !;;QDform!ng AFOC policy on comdjng underpayments to Food Stamp poJk;x. 

Proposal: 
Food Slamps will repay up to 12 months of agency-caused underpayments, and no 
client-caused underpayment/!. AFDC currently repays without regard to time or 
who was re;ponsible for the error. i 
Comments: 
Whlle information for Pri<:lns Is Ilmlted, il would be helpful to understand the 
assumptions used to estimate this item. 
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CROSSCtJ1TING ISSUES 

1. Federal. MlltchlD& RAtes 

Proposal 
Federal and State governments would share any new net costs of welfare reform at 
an 80/20% split respectively. . 

Comments: 
Ali existing line Items In the table should be shown at current law matclUng rates 
and the propooed matclUng ....te (with .. new line for aggregate matclUng rate 
adjustments In welfare prog1'ams as a whole.) That display would fadlitate 
estimating the effecl$ the proposed ma!clling rates has on IOtal spending and 
flnandal management. A full fiscal accounting under each program of Federal and 
State by State outcomes should also be provided. 

2. Food rrowum and Medicaid Costs 

PrDposa/: 
N/A 

Comments: 
In order 10 ao:urately price the program the collateral effeds of the new 
JOBS/WORK and lGA on existing Food Programs, l!ITC and Medicaid prog1'ams 
should be provided. FNS, HCFA, Treasury and others should be asked to provide 
commenl8 and pricing on the Task Force's proposal. For example, income earned 
while on the WORK program wili be treated as earned Income for the Food Stamps 
program. This wili most likely increase Food Stamp benefits for those benefidarles. 
Si1nllarly, change. In two-parent provisions could Increase the number of people 
eligible for Medicaid. I· 

3. Baseline 

Pr.posal: 
Current Jaw. 

Comment.: '\)t.. 
Under the Budget.Enforcement Act, the Welfare Reform proposal must,pnced off of 
the January baseline, Savings from lUTe and Health Care Reform cannot be 
assumed ~ pricing the proposal, Tf current cost estimates are not based on the OMS 
January 1994 baseline, please do SQ, ,; 

! 

7 

http:702B'.13


2021'752'110'" 


4. IIllmctjonl! Am<mll ProviliODI 

ProJWsal: 
N/A 

Comment.: . 
It Is not clear how many interactive effectll among provisions ha~uded In 
pricing so far. For example, the WORK program mlght treat Chlld Support as non­
AFDC collections, rather then AFDC collections. ThIs mlght decrease the savlnga 
from dIild support provisions. It should be lUlted where items have been priced 
interactively and where !he'1mlght be interactions, but they have lUlt been priced. 

S. Cost-neutral watvm 

Proposal: 
Some States have COIIt-neutral waivers 10 demonstrate some of the changes that 
would become national pollcy or Slate options under the C1UTent proposal. 

Comments: 
Although under cost neutrality waivers may shift the fiscal years in which "",ts 
0=, they do not reduce the loW cost of any of the legislative proposals. The 
proposal is priced in such a way that cost neutral waivers may be used 10 lower costs. 
ThIs should be darifled and eliminated if true. . 

6. QII!Ia,yri VI, busts;et authorl\;¥ 

Proposal: NA 

Comments: 
It is not clear whether estlmal!!S are budget authority or outlaY'" Tables need 10 
show both budget authority and outlaY". It Is llkeIy that budget authority and 
outlay. will be the same for some provisions, with budget authority higher then 
outlaY" for other provisions. 

8 




.•. 


_ EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGf::MENT AND BUDGET 

WASH:NGTON, D.C. 2050$ 

MayS, 1994 ,• . 

ME).1ORANDUM FOR WELFARE REFORM CO-CHAIRS 

FROM: Isabel Sawhill~ 
SUBJECT: Welfare Reform Costs 

Working together, we have made steady progress toward developing the 
Administration's welfare reform proposaL To keep us on track for submitting 
legislation this Spring, it may be useful to layout some of the cost issues that 
remain. A common understanding will help us deal with these issues 
systematically and quickly, and contribute to a better final product. 

Cost issues that depend on resolving outstanding policy questi:'ns are outlined 
below. Attached is a list of requests for information on proposals where the policy is 
dear but the derivation of the specific estimates is, in our view, stiH somewhat 
unclear. These requests are based on the data provided in the cost tables in the draft 
memo prepared by HHS for the President and dated April 12, 1994 and the April 20, 
1994 memo on "Cost estimate merna components" prepared by Don Oellerich and 
Jennifer Meazey. 

Some of our questions may already have been answered, or may reflect an 
incomplete understanding of agreed-upon policies. If so, we'd welcome updates. 
Staff at both the Department and here at OMB have been working together to clarify 
outstanding issues, and have been sharing materials. Nevertheless, we still lack a 
great many details. Wherever possible, these details need to be spelled out in 
writing and any unresolved policy is-sues clearly identified. OMB's final comments 
on the bill's cost cannot be provided until we are able to review these details and the 
welfare reform legislation itself. Our hope is that this memo will help the process 
along. ' 

COST ISSUES 

L Part-time work 

In early cost modeling, it was assumed that part-time work polides would induce 
a large increase in part~time work. More recently, cost estimates have assumed 
there will be no change in behavior due' to part-time work policies. While this 



'. 

assumption may be consistent with some part~time work policies, u'ntil details of 
the policy proposal are settled and clearly communicated, it cannot be determined 
whether there will or won't be behavior-driven costs or savings. 

2 Sanctions 

At a recent specs meeting, it appeared that agreement had been reached among 
the co-chairs regarding some aspects of sanctions policy. HHS staff have indicated 
that they are developing cost estimates of sanctions effects. Until the policy proposal 
and the modeling are documented, we are not in a position to agree or disagree with 
related cost estimates. 

3. Deferrals 

The latest HHS case10ad estimates we have show 16 percent of the phased~in 
caseload not subject to the JOBS and WORK requirements, and from 40 percent (in 
1996) to 28 percent (in 2()()S) of the phased-in caseload in the deferred JOBS Prep 
status, The deferred are assumed to include: a) some who are categorically deferred, 
such as those with a disabled child; b) some who are deferred prior to exhausting 
their time-limits, at the discretion of the state, up to a maximum share of the 
caseload; and c) some who have been reassessed after a WORK assignment and are 
placed in JOBS Prep rather than given a new WORK assignment. At present, we 
have not seen a break-out of these sub-groups that totals to the overall JOBS Prep 
percentages modeled. . 

4. State flexibilitx 

States are to be given flexibility to design their JOBS and WORK programs 
similar to the flexibility they have over their current JOBS programs, In 1988, CBO 
estimated that savings from the Family Support Act would be conSiderably below 
the Administration's estimate, The Administration had assumed that states would 
use their flexibility to implement the kinds of programs research showed to be most 
effective, while COO assumed less effective programs would be implemented. 

OMB staff understand the argument for assuming that a welfare reform 
implemented effectively could have impacts comparable to the SWIM 
demonstration. (Although SWIM was implemented in a flagship office, proposed 
JOBS participation rates will be half-again as high as SWIM's, and according to 
special analysis by MDRC, SWlM had caseload impacts on young mothers 
comparable to those on older mothers.) However, it appears that these impacts will 
have to be discounted to some extent to allow for state design choices that will be 
less effective than SWIM. 
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Other issues aboullhe likely use of stale flexibility arise with respect to the 
WORK program. States will be under predictable pressures to assign WORK slots 
wilh effectively higher wage rates. A full-time-equivalent slol can provide WORK 
assignments to more parents if each works fewer hours for their subsidized wages. 
And experience shows that, 10 the extent WORK slots are like real jobs rather than 
community service assignments, organized labor will pressure states to keep WORK 
wages near prevailing wages. 

Conventional labor economics theory suggest that higher wage rates in WORK 
will tend to attract parents onto the rolls or slow their exits, with associated costs. 
Either HHS should model some costs from this tendency to higher wages or else 
develop an explanation as to why this won't occur. 

s. 15 hour floor 

States are to be reqUired to provide WORK slots involving at least 15 hours per 
week and wages at least at the federal minimum. In states with very low AFDC 
benefits, income from these WORK slots will represent a considerable increase over 
AFDC benefits. Direct and indirect cost questions remain. 

The policy on state matching for these particular WORK subsidies is not clear to 
us.. nor is the modeling, In addition.. it seems that the considerably greater income 
available to WORK participants in these states could draw families onto welfare or 
slow their exits. Such an effect does not appear to be induded in the cost estimates. 
To concur with these estimates, we will need to understand why such caseload 
effects can be ruled out. 

6. IOB5 capacity 

Because the group targeted for phase-in represents about one-third of the AFDC 
caseload, on average states will have 10 expand their JOBS capacity by around half in 
the year they implement reform. It seemS likely that some states will be unable to 
do this effectively. If JOBS cannot be expanded this rapidly, child care.costs, initial 
years of WORK costs, and savings impacts will an need to be discounted somewhat. 

7. Up-front job search 

A recent specs meeting appeared to agree that applicants. including those not in 
the phase-in group, would be required to perform job search first. It was not entirely 
clear whether: a) the requirement would be imposed at application or at eligibility 
detennination; b) any" screening would be done to exempt the disabled, those with 
infants, and so on; c) the job search would be structured or unstructured. 

The last caseload and cost projections we received trom HHS did not reflect this 
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policy. From the research, we expect that whether such a policy would represent 
additional costs or savings would depend on details 01 its design. 

8. 	 Match Rates 

A central unresolved issue is the match rates to be proposed for each program. 
Match rates will be a key determinant 01 program success. Varying the match rate 
could have strong effects on: 

• 	 States' commitment to making the various components of welfare reform 
succeed. 

• 	 States' total operating budgets and their willingness to commit added resources 
to various programs, such as child support enforcement and JOBS. 

• 	 Total Federal costs. 

For illustrative purposes, the April 12 cost tables currently assume an 80% to 20% 
FederallState split on new costs. Since the question 01 cost sharing is still open and 
may depend on the financing levels we can afford, it may help the working group to 
modify cost tables by displaying the costs of proposals at current-law match rates. 
Costs of changing the matching rates could be shown separately, so that they could 
easily be altered and could prompt discussion of the policy underlying the match 
rates. (For instance~ altering States' JOBS match rates over time, bas!?d on their 
performance, could be an incentive for them to provide effective training programs, 
The same could be true of child support programs, particularly paternity 
establishment.) 

9. 	 Automation 

Given the Administration's focus on improving the Federal Goyernment's 
effectiveness and efficiency, the details of how new and expanded programs will be 
imp!cmented may merit extra attention, For example in the area of automation, 
ambitious plans for child support and bcne£idary tracking systems are in the works. 
Automation is central to welfare reform and the success of th<! plan's 
implementation depends upon an efficient and quick systems development effort. 
The ability to track an individual over time is critical to the time limited component 
of JOBS and the long term success of the No Additional Benefits for Additional 
Children proposaL Given past GAO and HHS Inspector General reports critical of 
welfare automation projects, we should be aware of potential pitfalls in this area, 
We need to flesh out' the details of the envisioned systems to ensure we have 
developed realistic implementation time frame and cost estimates. 
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'JO. Child Sup!'.pr! 

An improved Child Support system is one of the four main tenets of the welfare 
reform proposaL We are concerned that the specifics of the proposal have not been 
subject to the same policy scrutiny as other items in the package. For example, we 
were surprised to learn informally that the Child Support proposal may no longer 
indude a component which reduces a State's AFDC Federal match when a 
recipient's paternity is not established. Given the range of success with the current 
child support programs, ambiguous evidence regarding incentive payments, and the 
expectations of new automated systems, it is critical that key Working Group 
members have the opportunity to review fully and to vet each component of the 
proposaL 

One final item relates to two financing proposals. At this time, we are unaware 
of final decisions with regard to the Emergency Assistance and the Sponsor to Alien 
Deeming proposals. These proposals are extremely sensitive, give!) their potential 
impact on individuals and on States. We need to reach closure on these issues as 
soon as posslble so that we can reach firm savings estimates, 
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ATTACHMENT 
MayS, 1994 

GENERAL 

The questions and comments on this attachment are provided with the objective of 
assuring that adequate detail is provided to explain current estimates, To do this 
most effectively detail for each provision and each affected program for the item 
should be provided; capped and uncapped spending should be split out from one 
another; all pricing should be provided in gross costs and savings; where applicable 
federal administration costs should be noted; it should be noted whether spending is 
envisioned to be discretionary! capped entitlement or open entitlement; and 
applicable interactions for each item whether the item is priced interactively or not, 
should also be noted. In addition, it would be very helpful to have FNS, Treasury 
and others provide pricing for their programs for each item. 

A. PARENTAL RESPONSIBILITY 

1. No AdditiQnal Benefits for Additional Children 

Proposal: , 
A State option to deny benefit increases when additional children are conceived on 
AFDC. 
Comments: , 
FNS should be asked to review ASPE pricing. Pricing for a national Policy appears 
to be generally reasonable. In order to complete assessment of the pricing, analytical 
support for the determination on what proportion of slates will adopt the proposal 
and what percentage of the caseload that will represent should be provided, Also, 
analytical support for behavioral assumptions should be provided, 

2. AFDC for Minor Mothers 

Proposal: 
With exceptions, minor mothers would be denied AFDC, should they seek to 
establish a separate AFDC household apart from their parent(s). 

Commen Is; Pricing appears generally reasonable, although based on an informal 
Stale survey, exemption rales for this policy may be higher than assumed by H1-IS. 
The cost estimate should take into account possible increases in the IV-E foster care 
caseload, for those minor mothers who are sanctioned. 
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3. Child SUppOrt Enforcement - Patwni~b!ishment .iJ.!\d Enforcement 
Techniques: 

Proposal: . 
Changes to existing law are designed to increase paternities established, slreamline 
current practices through administrative processes and improve the tracking of 
those paying child support.. The proposals would also overhaul the existing 
financing and incentive structure for State child support agencies. Under the 
proposal, the Federal government would assume about 87% of all child support 
expenditures and recoup 40% of program savings. Overall, the changes are intended 
to generate more collections, and hence savings to the Federal and State 
governments. 

Comments: 
Achieving the net savings depends heavily upon States meeting rigorous 
performance standards. Specific legislative language will be needed to more 
accurately determine the savings associated with the changes. 

Under current law, States "profit" from child support - i.e. recoup more in 
incentives and collections than they pay for administrative costs. Currently, States 
"profit" by $500 million annually. The proposed changes would generate $5 billion 
more in State IIprofits" over the next ten years, by increasing match rates and 
collections. Evidence should be provided to support the proposition that a richer 
Federal match will result in improved State performance. 

Paternity Establishment - Current pricing assumes that 70% of mothers not 
cooperating fully with the child support agency will have paternity established 
within one year. The basis for this assumption is. not clear. 

Under current law AFDC mothers are required to cooperate with the CSE agency in 
establishing paternities and support orders. Why are there savings for the 
coOperation provisions when they are current law? ' 

The interactions among child support provisions are not fully explained in current 
back-up documentation. For example, research shows that withholding licenses 
might increase collections by 3%. However the proposed CSE reforms are 'much 
wider in scope and the results of a single study (or proposal) may be diluted when 
States implement the broad changes. To fully explain the child support esthoates, 
the detailed breakout of costs and savings by proposal should be accompanied by an 
explanation how the proposals interact and how the line items are discounted for 
the interactions. 
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4. Chilg SlIl?lWrt Enforcement -- Automation 

Proposal: 
An ambitious automation project to overhaul existing State automated systems is 
envisioned, as well as establishing Federal databases and central registries. Systems 
development costs would be matched at 90%. 

Comments: 
Systems implementation time frames and costs have historically been optimistic. A 
practical implementation plan and any new estimates for Child Support Enforce­
ment automation should be provided. . 

5. Child SYI?Port Enforcement - [nteraction with other provisions 

Proposal: 
Many WORK participants would be trt>ated as non-AFDC cases in child support 
enforcement. States would be allowed to disregard more than $50 in child support. 

! 

Comments: 
This could Significantly reduce the amount of child support available to offset MDe 
costs, significantly increasing the cost of WORK/increasing net Federal costs of Child 
Support Enforcement. It is not clear if this is reflected in the pricing. 'This should be 
clarified. 

B. TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

1. TranSitional Assistance Automation 

Proposal: . 
The welfare reform proposal relies on automation to track clients, facilitate 
programmatic changes and reduce administrative expenditures. 

Comments: 
Given historical implementation time frames and costs, the cost estimates may be 
low. No back-up for the administrative savings resulting from automation has 
been available. The plan for how States would implement programmatic options 
and the implications for systems costs should be provided. 
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D. TWO PARENT PROVISIONS 

Proposal: 
States will have the option to remove aU or some of the current eligibility 
restrictions that prevent two-parent households from obtaInIng AFDC-UP, even 
when income and asset levels are similar to those of one parent families. 

Comments: 
• Administrative Costs--Pricing for this proposal should consider the additional 
administrative costs associated with caseload increases. If these costs are to be 
subsumed under the teen case management grant, what will be the effect on the 
service levels envisioned for teens currently eligible for benefits? 

• JOBS/WORK/Child Care Cosls-Cost estimates for this proposal. should include 
the added costs of providing training and possibly WORK for the added AFDC-UP 
caseload. Although JOBS and WORK are to be capped, the childcare that 
participants will need may be open-ended. 

E. DEMONSTRATIONS , 
It appears that current cost esthnates for demonstration programs assume that 
demonstrations (and the benefits they give individuals) end abruptly. In general, 
demonstrations need to include a phase-down plan so that beneficiaries gradually 
return to the regular program. Cost estimates for demonstration programs should 
reflect gradual phase-outs (and phase-in'. where appropriate). 

1. Microenterprises 

Proposal: 
$10 million per year for microenterprise demonstration activities. 

Comments: 
It should be clarified whether funds would be mandatory or discretionary. The 
estimates do not appear to include salary and expense for SBA and HHS, as well as 
evaluation funds for HHS. These items are generally considered discretionary. 

2. Matching funds for individual development accounts 

Proposal: 
$75 million per year for matching deposits into individual development accounts, 
with funds usable for self-ernployment/business capitalization, home purchase, 
post-secondary education, and retirement purposes 
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Comments: 
Not dear whether funds would be mandatory or discretionary: No analysis is 
available to determine whether there would be interactive effects with other 
programs (e.g. Food Stamps). 

3. 	 Aliset rules for assets in indiYidual development accountsWther than those 
addressed immediately above) 

Proposal: 
Allow AFDC (and Food Stamp?) applicants and recipients to put assets into 
individual development accounts, with modest penalties for using them for non-
approved purposes. ' 

Comments: 
It should be darified whether this item is included in the package anp specifics 
should be provided. ' 

4. 	 Child Support Assuran;;e Demonstrations 

Proposal: 
Child Support Assurance demos - Up to six States would test the success of the 
government guaranteeing child support payments 

Comments: 
It should be darified whether funding is intended to be open ended mandatory, 
capped mandatory or discretionary? If open-ended, would there be a limit on the 
number of participants, or could the demonstration indude all of the six largest 
States? 

F. IMPROVING GOVERNMENT ASSISTANCE 

1. 	 St.le flexibility on earned income and child su.'Port disregards 

Proposal: 
Slates would be reqUired to disregard the first $120 in monthly earnings, with States 
deciding on any percentage disregards in addition to the $120. For child support, 
States would be able to disregard more than the current $50. 

Comments: 
Estimates assume that States would increase total benefits to recipients by $250 
million per year over and above the cost of current waivers. The basis for the cost 
estimates is not clear. Pricing should factor in Medicaid, Food Stamp, and cltild care 
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effects. 

2. Confonn AFDC to Food Siamil asset rules (exCj1p1 for automobilesl 

Proposal: 
Legislation would bave AFDC adopt Food Stamp asset rules with the exoeption of 
the automobile exclusion. Regulations would be issued to increase the AFDC auto 
exclusion. 

Comments: 
It appears the estimates assume that liberalizing the automobile assemest by 
regulation will reduoe the cost of increasing the liquid asset allowance. Since 
estimares must be against the i'Y95 Budget baseline, new regulatory cbanges may not 
reduce scor.ble costs. Medicaid costs do not appear to be included and should be. 

3. 	 Di~r~ard tbe BITe from assets for a year after receill! 
, 

Proposal: 	 I 

Disregard the EITe from assets for a year after receipt. Presumably, each family's 
asset limit would equal the basic asset limit plus the lesser of their EITC refund and 
their subsequent minimum liquid asset balance. 

Comments: 
Disregarding tbe BITe for a year after receipt for applicants effectively increases the 
liquid asset limit by up to $3,370 (for a total of up to $5,370), depending on family size 
and prior year earned income. The added eligibles and administrative complexity do 
not appear to bave been factored in to cost estimates. Medicaid costs do not appear 
to be included and should be. 

4. Confonning AFDC WHey on correcting undemayments to Food Stamp WliJ;j(. 

Proposal: 
Food Stamps will repay up to 12 months of agency-caused underpayments, and no 
client-caused underpayments. AFDC currently repays without regard to time or 
who was responsible for the error. 

Comments: ,
While information for pricing is limited, it would be helpful to understand the 
assumptions used to estimate this item. . 
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CROSSCUTIING ISSUES 


1. Federal Matching Rates 

Prtlposal 
Federal and State governments would share any new net oasts of welfare reform at 
an 80/20% split respectively. 

Comments: 
All existing line items in the table should be shown at current law malching rates 
and the proposed matching rate (with a new line for aggregate matching rate 
adjustments in welfare programs as a whole.) That display would facilitate 
estimating the effects the proposed matching rates has on total spending and 
financial management. A full fiscal accounting under each program of Federal and 
State by State outcomes should also be provided. i 

2. Food Programs and Medicaid Costs 

Proposal: 
N/A 

Comments: 
In order to accurately price the program the collateral effects of the new 
JOBS/WORK and IGA on existing Food Programs, BITC and Medicaid programs 
should be provided. FNS, HCFA, Treasury and others should be asked to provide 
comments and pricing on the Task Force's proposal. For example, income earned 
while on the WORK program will be treated as earned income for the Food Stamps 
program. This will most likely increase Food Stamp benefits for those beneficiaries. 
Similarly, changes in two-parent provisions could increase the number of people 
eligible for Medicaid. 

3. Baseline 

Proposal: 
Current law. 

Comments: I;, 
Under the Budget Enforcement Act, the Welfare Reform proposal must,~iced off of 
the January baseline. Savings from EITC and Health eare Reform cannot be 
assumed in pricing the proposal. If current cost estimates are not based on the OMB 
January 1994 baseline, please do so. 
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4. Interactions Among Provisions 

Proposal: 
N/A 

Comments: 
It is not clear how many interactive effects among provisions have~uded in 
pricing so far. For example, the WORK program might treat Child Support as non­
AFDC collections, rather than AFDC collections. 'This might decrease the savings 
from child support provisions. It should be noted where items have been priced 
interactively and where theY-might be interactions, but they have not been priced. 

I 

5. Cost~neutral waivers 

Proposal: 
Some States have cost-neutral waivers to demonstrate some of the changes that 
would become national policy or State options under the current proposal. 

Comments; 
Although under cost neutrality waivers may shift the fiscal years in which costs 
occur, they do not reduce the total cost of any of the legislative proposals. The 
proposal is priced in such a way that cost neutral waivers may be used to lower costs. 
This should be clarified and eliminated if true. I 

6. Outlays ¥s. budget authority 

Proposal: NA 

Comments: 
It is not dear whether estimates are budget authority or outlays. Tables need to 
show both budget authority and outlays. It is likely that budget authority and 
outlays will be the same for some provisions, with budget authority higher than 
outlays for other provisions. 

8 


