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PRIMARY I&SUES

1.  Should Administration propose a coordination of the tax and
transfer system?

2. Is this primarily a device for contrelling abuse in transfer
system, reducing EITC abuse, collecting c¢hild support ox

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 wurkshaat.

9. If benefits in AGI, whieh ones and how should interaction with
EITC work?

6. Xf worksheet, what shonld 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}

Title and Section Fyss  Fyss  FYes  FY$7  FY98

3% No Additional Benefits for New

Children

CBOY AFDC S0 200 .20 370 350 1200
Food Stamps 50 100 140 168 184 640
Total 40 <00 -120  -160 -180 580

HHS AFDC 60 440 -620 810 <1020 -3.050

¢ CBO has indicated that these AFDC savings estimates are & litile high and will be reestimated.



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: -

i. In the aggregate, states gshould not bear any additional
costs,

2. ‘“here will be state matching for all programs in the
welfare system ~ AFDC, child care, JOBS, WORK, adninistrative
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
cuarrent law, there should be significant penalties for not
spending all federal monies allocated to the state provided there
was significant need in the state.

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

8. Poor performance by a state relative to other state as
measured by a well defined performance measure should be
reflaected in redouced funds allocated to the peor-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, that will not always be possible
especially if under current law not all funds allocated to the
state for child care or JOBS were not utilized.

As the overall pelicies in this proposal ave finalized, the
wvorking group intends to work closely with the states in
agcertaining the fiscal impact upon each state.
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Materials for State Match Discussion

Some initial thoughts on match rate issues/principles:

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

1. Administration -- 50% (AFDC, JOBS, Child Care}

2. AFDC ww FMAP (50.~B0%)

3. Jons ~~ ¥MAP with a floor of 60% {%0% for WIN $$)
4. TCC wm FMAP

5. IV-A Child Care ~~ FMAP

6. At-Risk Child Care -~ FMAP

7. WORK —~

8. WORK Wages ww

9

. Child Support -- 66% plus incentives equal to 6-10% of
afde and nonafde collections
*xkx Ohild support currently not in the analysis,

State financial participation (SFFP} in any program Or program
component should not be less than 20%,

Any enhanced payments {e.g. 20% 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 continned 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,
ato,

Mateh 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 matoh rate and incentives exveed 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.



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
meagure of effort; this would be calculated on a gquarterly basis.
The match could vary by the proportion drawn. Incentives would
be based on program sffectiveness to aveoid states running ineffie
clent programs {i.e. spending down all thelr allocation but
serving few mandatories, etc.}.

Matceh rates for JOBS and WORK could include a counter-cyclical
adjustment to avold penalizing a state with high unemployment.

Allow states some flexibility between JOBS and WORX 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 working poor child care funds for TCC or IV-A
child care.

Lower state match {&.q. 25%} while a person is on a waiting list
if within two years of time limit,

Issue: In WORK as iIn current JOBS the delineation between service
and administrative costs will be bothersome -~ WORK functions
such as worksite development and worker assignment, participant

monitoring, enforcement/sanctioning. Is developing and
monitoring & work slot administration or service?



Some gragggg&g ;

In this analysis we present two basic proposalg. In the fiyst
proposal we maintain the current law match rates for the
administxation of the APDC and child care programs and AFDC
benefits including WORK wages and supplements. The match rate
for investment programs (JOBS, WORK and child care) is set at a
flat 75% federal share (including administration of JOBS and
WORK) .

The. second propesal bhas 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, 7, 8 and
10 percentage points. This proposal maintains current law mateh
rates for administration of the AFDC and child c¢are programs and
AFDC benefits including WORK program wages and supplements.

o ——
PROGRAM Current | Proposal
i.aw 1 ia b 2o 2d
ARdmin {APFDC, 56% 56% 30% 50% 50% 50%
JOBE, CC}‘ ex. JOBS |1 ex.JOBS ex,JOBS | ex.JOBS exJUBS
AFDC Benefite FMAP FMAR FMAP THAY FMAP FMAR
50~-B0%
JOBE =« Services FHMAP 5% JOBS- SOBEm JOBS- SOBGm
60-g0% FMAP +3 | FMAP +7 | PHAD +8 | FMAP
(WIN ¢ +1i8
90%)
Child Care {Atw FMAP 75y JOBS- B~ JOBS JOBS
risk, IV-A, TCL} FMAP +5 FHAP +7 FHAP +8 FMAR
+10
WORE -- Servicen —_ 75% JOBS~ JOBS - JORS- JORS~
FMAP +5 | FMAP +7 | FHAP 48 | FMaPr
+1{
WORK -- Wages -— ™Ay FHAT BEMAR FHAP PMAY
Note: The curren RU1AEION WMONS. GOBH NDL Gifierentiat® DOLYWEER SEervices ang

administrative coste for JOBS and WORK prograns,
is that we undorestimate state expenditures.

The impact of this omission



Table 1

Current Law Projected Expenditures and

Reform Proposal

PROGRAM CURRENT LAW REFORM PRQ- CHANGE
POSAL

AFDC BENEFITS $26,520 $26, 300 ($220%

AFDC AND CBILD CARE

ADMINISTRATION 3,591 3,581 o

JOBS 1,648 2.3%8 TE0

AFDC/JOBS /WORK CHILD CARE 1,680 2,185 1,088

TRANSITIONAL CHILD CARE 360 620. 260

RORKING POOR CHILD CARE 526 2,401 1,875

WORK - OPERATING COSTS 0 862 862
|| work - waces {ABOVE AFDC) 0 362 362
LIOTAL o — 1 533,735 $38,699

Table 1 contains ACF projections for PY 99 current law expendi-
tures by program for the programs undey consideration in this
analysis. The total FY 99 expenditures is expected to be $33.7
billion. Under the reform propesal an additional $4.97 billion
ig estimated for a total of $38.7 billion. 1In 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
JOBS/WORK CHILD CARE:
TRANSITIONAL CHILD CARE:

WORKING POOR CHILD CARE:

WOQRK: Based on FY 92

allotment of JOBS cap.
Bagsed on FY 32 AFDC caseload.
Based on FY 82 AFDC caseload.

Based on FY 93 allocation of At-Risk
Child Care cap.

AFDC Caselmaq,

CASELOAD REDUCTION SAVINGS: Baged on allocation of new J0OBS

expenditures.



Table 2 {(attached) contains the ACF projection for FY 9% 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 mateh rates for JOBS and child care are set at FY 95 JOBS-
FMAP and FMAP levels. Total across program ¢xpenditures are
prodected 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, Kote that ACF budget projections for
F¥ 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 mateh rate alternatives applied o
budget projections based on the reform proposal. Total
expenditures across all programs is $38 billion including $4.87
billion for the reforms.

Each table (3 through 7} contains six columns. The first and
second ¢olumns contain the federal and state shares of the total
projected expenditures under the reform proposal calculated using
the new match rate. The third column displays the change in
state dollars needed to fund the reform increase. The fourth
column shows the pexcentage change in state expenditures from
their baseline expenditures displayed in Table 2. The fifth
column displays the percentage of the reform ¢osts that would be
borne by the state. The final column displays the state’s
effective 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 (celumn 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}
igs 16% of the cost of the projected FY 98 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’ 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 continuve at current FMAP and
investment programs would be matched at the current JOBS FMAP
plus 5 percentage points (the floor moves from 60 to §5% 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.

5 .



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
Rew 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
undexr this match rate proposal.

Proposals 2b through 2d differ from proposal 2a in that they
incrementally increase the JOBS-FMAP by 7, B8 and 10 percentage
points, respectively. The overall affect of moving from JOBS-
FMAP +5 to JORS~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, WORX and c¢hild care at about 8§8%
federal participation,



PACPOSAL 1

Investments (JOBS, WORK Operating Coate, and Child Care) at ¥5% Federal Match
Benafits (AFDC and WQRK) at FMAP
Administration (AFOC and Child Care) ot 50% Fedeml Match

Table 2

Rslonm Proposal Change in Parcent State Share Eftactive
Factaral Share Raslonm Proposal State Dollars Changebom  of New Federul
FY 1999 Biate Bhare Bpent Basaline Expanditurea Match Rate
Atabama 168.92 73.36 14,28 24% 5% 70
Ataska ©1.54 B0.23 .73 2% 1% 53
Anzona Maa7 158.14 11.02 ™ 185% ar
Akansas 90.30 38.33 7.13 24% 3% n
Caltormia 4000.7¢ 4000.57 124,78 % 15% 53
Coorado 100.84 132.04 B.43 ™ 15% 59
Cormecticul A27.56 2n.70 B % 12% 55
Dalaware 40.53 34,05 0.49 1% 4% 55
Dustrict of Colurnbia 104.03 848.50 2.90 % 16% 54
Florida a8a.02 587.87 3a.¥7 ™ 17% 50
Gaorga 540.080 204,20 21.35 a% 19% 65
Hawan 112.82 00.08 3.88 A% 19% 53
wdaho 41,73 19.56 2.08 18% 24% &8
Hinons 847.03 684,50 4227 ™ 1™ 58
ndana 14,81 170.54 13.23 a% 16% &5
owa 168542 102.74 B.84 % 0% &4
Kansaa 151,07 1.7 5.00 a% 13% -4
Kentucky 01.68 139.85 16.00 19% 21% [
Lowusiana 270.04 105.79 2213 20% 5% T2
Mane 119.52 B64.28 409 ™ 1™ 65
Mardand 340 01 20801 8.89 3% . ‘10% 57
Massachusetts 665.45 £51.89 743 % ™ 55
Michigan 1160.55 ™ma 33.01 5% 1% 59
Mannesola 404 .08 262.60 0.44 a% 12% 58
LT ETEE LY 140.05 50.84 14.49 40% 20% 74
Measoun 242,55 107,02 14.414 8% 15% [
Montana a1.44 28.01 3.20 1% 5% ]
Maorasks 102,70 50.80 241 ax% 1% &
Nevada 55.04 42,04 2.82 ™ 15% 57
New Hampshire 7.7 Ad.&4 1.19 3% ™ 57
New Jaraey 504,70 &70.77 22.18 5% 15% 58
Mew Mexico 148.07 £7.15 YA | 14% 24% T2
New York 2503.04 214534 3817 % % 54
North Carclina 49218 250.08 18.27 % 15% -]
North Dakota 3822 17.00 189 12% 2% &8
Orwgy 1033.14 829.50 36.95 % 15% -]
Dklanoma 25712 117.48 0.08 % 2% -]
Oragon 235.42 133.55 a.77 ™ 1% 64
Paonsylvara Q44,15 58013 27.48 4% 13% 59
Rhode Island 117.50 81,27 2.20 % 10% 50
South Cardlina 160.50 73,98 13.35 2% 25% 70
South Dekota 3473 15.80 2.24 1% % 69
Tonaases <A1 181.29 18.15 13% 20% 87
Tacns 818.50 410.83 5833 15% 1% 87
Utah . 113.50 45.78 a.51 1% 25% Fal
Verrmont 84.90 38 24 1.73 % 15% a3
Vrginia 270.00 108,40 13.02 ™ 14% 58
Washngton 604,76 474.68 a.p0 % BN 56
West Virginia 182.62 5032 10.85 22% 8% 73
Wesconmn -482.76 20500 10.07 % 17% o2
Wyomng . as.ea 19.01 1.24 ™ 10% 65
TOTAL £22,830.01 $15,070,25 B 7 <RE 5% 16% - 50
increase in Faderal Expenditures * ! $4,240.45 K
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Table 3

Hatorm Progosst CThassgzae in Pursent Haare Bhare Ettuctive’

Fadernl ST fisfoam: Froposal  Bisie Dolary Change ittwn  of New Focoms:
FY 090 Binte Shara Bt Basatins Fypeasfiturey sEgteh Faia
Antraing 15692 e 1358 2% 4% Fi+]
Amsha 25.2% Be87 aiyz 5% 20% 52
Ariove 3408 HIEAY 15408 0% % -3
ALEnssaE 618 3470 8,50 1% % k)
Cadilorria AGAB 5 418239 248,52 % 0% G2
Coloracs HLLE- ] 14542 Lr A4 1A% % -]
Conneckni S 1% pobRc 2,28 &% o 53
Dalaweore o4 0 o858 i3] 25 4 A% S5
Eantnei of Cobmbia 0o #.70 832 % A% 52
foridn ARNG X7 TR 14% 2% 58
Cmcrin £21.90 - 13-%- 4 A0 5% 283% &3
FHiwas £H542 1008 B8 ) 39% &2
17 &1 -3 248 % 2% i
Koz BiG.18 it d 80,03 9% A% 2]
Iruchesri 20830 1P 2248 e &M £
fows 180,58 1157 bh X d 15% <1} e
e TP 145.5% fo LY 1182 1%, "% 50
HKmvgky it 4 i 40 . %24 ) 9 2% &g
E£mmniarmn 2F4. 70 fir-f1s] 153 T % 3
Wewre (4897 5523 2.3 1H% b5 E
Margarg 23390 284,83 2552 169 2.1 54
Meszachaintia #4351 575,14 3118 6% % £3
CTgan 2458 Bk i85 7506 0% 5% 57
Marwossra 390.80 30188 o ¥ ] 2% 4 -]
[FTLEEE PR t52.57 4431 T8 2% 14% ko4
[T 32T 214,76 ars 323 A% [
Memiana o100 8.1 X< g 1% 4% 1
Sobraska 00,10 B4 54 p£+3] 1% 3% 1
Naynds 53.03 &% 5 %] 1% e b3
New Hasnpahies £4.32 AR ERE: 0% 2% L&
M Sy 572,30 A 18 455 0% 351 53
N Edisigy 14768 5583 550 H11 4 W T3
Hww Yk X270 22080 Y448 5% % -+ ]
MNoxtn Sepotine: 4M.6s 262.64 002 1% o2 s
Mot Daskota .00 17.08 208 1% 5% [ 3
Ohio LR T L L] ¥TES 3% % 343
idanoma TG ¥iv.A2 .80 % 20% o5
Cragon #20.92 FLEE e 1558 12% % £2
Ponnaygteana 95 .58 LI 068.05 1% 0% 55
Fhwcnsm Inen) AR 2554 :X-¢4 B% e S 57
oty Lanrotwna 26 44 13,43 1280 21% 4% i}
Sorath sl %4 A 16,21 2.57 W% 8 A
Tornussve BEEEA 187.04% 2HE2 E£a % o]
Tazas 15464 K43 68 8820 b3 4 % 84
utah 11545 45,00 .66 R 1% 12
Yarmon| 42,63 ookl 3.7 (% 3% [
Yrgmey 255,78 FL82 IS 15% % 5
WG 557 50 49574 08 5% 20% £
Was Veginia LW 2 853 EF 18% 2% k23
Rhassongin LR Bi1.48 h- 13- 15% 3% i 4]
Wyoming L %34 .42 235 % % %2
TOTA; 21,075 B2 $1E.603.85 $1 44851 % 26% L34
fnctonse in Facswnl Expenditute 5$3,582.05
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Ratorm Proposet Crangs in Percont St Share Etanive
. Faciawnt Shave Batoers Proposal  State Dolisre Chenge frews  of Kiw Faioeat
Y 1% Linte Sharn Spet Basaling Frponditires Matoh Rate

Alntinrns 171,44 ¥14 12.00 a% % k4]
Mashe /5.1 g 1L % 25% L2
Agone aig e 164.9¢ 120 X 19% 3]
Arkan sy 02.80 232,63 LT 1% 5% )
Caldarnin wsrrat 46798 222.17 &% 2T% 52
Caloradn A 13958 15.B5 13% WK 57
Conraqiont Jres b X5 1762 ™ 268 53
Uit swney #4580 S 2.5 a% A% 5
Contiict oF Coburmbin 19453 w08 bR &N 2% 55
Fhepeseses BaG.24 &16.56 HE AL % 29% &8
Gioorgin 526.72 X04.15 a0 % /% 23
Hawsi 19,22 101,48 808 ™ 0% 52
sdahc 245 3R 1] 253 145% 0% e
o 2 14 604,71t 1548 1% 2% 5
ndana WG X ALY 2.8 2% A% B3
lerewt 188,50 108344 12,48 3% % a3
Kannas 14862 6125 19,46 T 2ere @)
Kwniiiciof L achg] 13102 thar 1% 1a% a5
[T YFY 21753 920 15.54 L1 2% T
Mans HT.73 £8.G7 52 % 24% B4
Meardend 33483 LIS 29 [ 2% £4
PAERAHEIN WK DALIR EF.AD 26.85 5% frs @ [
MICERgEe I8 BRE.5B ar.8 % o [
Lilaat 22 1Y AFIRY K a8 ™% s 58
[EE=% FSr 1%4.10 4218 A4 HB% 2% 1
M 20,48 £41.00 b 22 % Fae -1
WMonitana 5204 . B 200 1% 2% ”
Nebragks .08 8354 AOL 1% 2% .
Mevnda 53.50 4,75 507 1% b2 55
S Hoigrgaabive g5 24 4578 .52 5.4 % 55
Fw Jasary 5678 LR A10.04 % % Ba
N Mwxico 14285 54,54 4.5 % 15% ra
Haw Yixk ‘ 2444 44 byt 518 5 3 24% £~
Herth Carcina 4435 PE7.00 f- R 7.4 1% 2% &
Fewth Cakota 3833 t7.5% .78 11% 21% 8
ng 056 64 £41.88 52,43 1% 2% a1
Oiintwynn 25044 [RER ¥ 1.£5 ™ 5% ]
Dregixt b5 8 10657 12.8¢ | tiN 6N 2
Patwybennia E 804,06 58,34 % % 57
Rhacie isdarsd 1454 B4 52 S48 ™ R o4
Henan Cardina t71.68 .54 ¥ ] % H% gl
Sty Cadooln 3474 158 223 18% 2% &8
Swnnazien 05 403 3 .58 14% %% &7
fuxas ok 433,47 THEY 3% b3 85
Liat: 11851 £ 86 3.58 % 4% ko
Voo i< ¥4 a6 27 ! . 3 1
Wegme wa.p? 200,58 25.21 "% 0R 5%
AN 591,80 #5151 2500 £% 24% 5
s Yargusia 136.83 §85.52 LY A% 18% ki3
¥ascoama A70.06 8,25 8. 1% 1% B3
Wyoming 34.08 12.81 204 14% 205, s
TOTAL - | < REE. 10,406 81 $t. 2747 , % 9% 5t
Wirwane it Facsarnd Expandliones 80, 750,00 :
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ieanrnonds HIORS, WORK Opeiing Costs, and Chid Leraj al

JIBG FMAR gl B% Faders Saioh
Dredds (AFDOC and WORK o FRsAT
Adrinistraion (ARCHS and Ohad Care o2 BO% Fadurel Mazh

Table 5

Aelom Froposst Change s Porzent S Share Eftectiva

Fadoral Shee flotarm Proposal  Stse Doflr Changn feavs  of Now Fodovs
£ 19w Siate Stare Spoant Bnanfices Expantliuras Hale Hale
Adarzamn 7304 i & <] 14,i% 1% v 7t
Hinare 863 #1638 343 A% Z4% 44
Resgiwin 3l R $56.80 19,69 o% 7Y, ¥4
AprES £3.24 BAAG 418 1A% 1233 4
Cairlpra A50 BE A5 78 210.00 5% 2% &
Coloratis 184,34 150.6% E2% -4 2% o .74
Corirum it ag.N AVB.08 18,76 o~ L5 8 53
Chaltiwanry 44.78 3542 227 ™ % 53
Siwinat of Gyt 10164 =+ ] %48 a% % A3
Flowstn HE3.02 812.87 £3.87 12% rr% s
famorga 52042 368,74 o7 %54 % 4% ]
Hiavea EREE.S 3,48 £58 &% 8% 53
kdaia A5 B4 208 4% 9% ]
Rhesonz 2148 HH253 ea.m H% % %4
wchane: 206 5 11554 .49 % e [T}
s 182,55 104 61 .7 1% g 4 =y
Rarvans 147,20 .58 ®.1? 1% NN "
Kallchy S0a.80 133,64 12,68 19% 18% W%
Loxamana g X ) [ ] 14,52 1% W% R
Mane EAE X3 o540 Had 1A 2% F 4
Maryitrd e 284 a2 ki) 8% 22’{. 62
Massachusatts Big 19 .22 R 14 24.21 4% % 53
Wattagan 142538 22109 842G % fii 0 4 5]
Mk G451 30358 .51 % % 57
Ikniont 154,89 4203 688 1% kv, 9 b
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SUMMARY PRICING
HHS Estimate {(Feb 24) and Two Possible Alternatives
{By fiscal year, in millions of dollars)

5 Year 10 Year  Steady
3/2/%4 10:58 1995 1996 1997 1998 1999  Total 2084  Total State

FRANSITIONAT ASSISTANCE FOLLOWLD BYIWORKY

Subtotal Transitional Assistance/WORK

Option A

Option B

Subtotal Parental Responsibility
Opton A

Option B

MAKING WORKPX

Subtotal Making Work Pay
Option A

Option B

$1HS Proposal
A Subtotal
B Subtotal
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)
HHS Estimate (Feb 24) and Two Possibie Alternatives

{By fiscal year, in millions of doliars}

5 Year 10 Year Steady
3/2/94 M58 1995 1996 1957 1998 1999 ‘Fotal 2004 Total State
ARANSITIONALASSISTANCE FOLLOWED DY WORK N
» JOOBS Prep:  Case Management for Deferrals ) 15 5 60 70
A Lbmited Case Management for JOBS Prep 0 19 5 30 35
B No Case Management for JOBS Prep 0 0 0 0 0
* Additional JOBS Spending: Participation assumed to be
50% above intense saturatiom work demo 0 260 820 %40 80 2248 9/ vy o0 f’},,.
A Participation 10% above intense demo g 180 610 700 730 P pusbi gk
B Participation 10% above intense demo g 190 £10 700 730 -
» WORK Program 2/ 0 0 ¢ 120 62 8,790 97  F =
A Capped Overkend and part-time workers
not eligible for AFDC after bwo years 0 Uj 0 (65) 265
B Same as option A 0 4] 0 (65} 265
» Child Care for JOBS/WORK Participants ] 240 680 750 870
A Child Care Assoclated with Option A o 154 4315 445 540
B Child Care Associated with Option B & i50 415 445 540
» Transitional Child Care 3/ it 85 50 300 350 257 ool gt
A Aliernative under revicw 0 83 250 30 350
B Alternative under review 0 85 250 300 350
+ Enhanced Teen Case Management 0 30 % 105 110 F0-90% patr.
A Cayp admin costs for case management «f $ 50 m. g 30 50 50 56
B Defer g o & 6 i
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PRELIMINARY WELFARE REFORM COST ESTIMATES {(FEDERAL/STATE)
HHS Estimate {Feb 24) and Two Possible Alternatives
{By fiscal year, in millions of dellars)

5 Year 10 Year Steady
3/2/94 1x58 1995 1996 1997 1998 1999 Total 2004 Total Skate

+ Economic Development: Microenterprise loans

and Individual Development Accounts 4/ g g iy 10 b

A Modest Economic Development D ¢ 50 50 50

B Defer o ¢ ¢ g ¢
» Savings - Caseload Reduction 0 (10 {40 G0 a0

A Nochange 0 (10) (40) (90r  (108)

B No change g {10) {40) %y (10

Subtotal Transitional Assistance/WORK 8 620 1880 2288 3000 N/A

A Sabtotal & 455 1368 1420 1,920 NiA

B Suldotal ¢ 415 1235 Las¢ L7885 N/A
PARENTAY RESFONSHRUITY D

* Require Minor Moms to Live with Parents 0 5} &0 & C
A No change ¢ {45} {50} (50} 56 3
0

B Nochange {45} {50; (50 {50}
= Comprehensive Demonstration Grants ¢ 50 5 & 50

A No change o 50 50 50 50

B Nochange 0 50 50 50 56
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE}

HHS Estimate (Feb 24) and Two Possible Altematives
{By Hscal year, in miltions of daliars)
5 Year 10 Year Steady
372/%4 1058 1995 1996 a7 1948 1599 2004 Total State
= o

+ Two Varent Provision: Quarters of Work

and 100 hour nde 5/ 0 0 440 &R0 945 1,115
A Quarters of Wark Only 0 0 220 MG 475 560
B Quarters of Work Only 0 g 220 340 475 560
» No additional benefits for additional children (3% Qo Q1 (e a0 (150)
A Nochange 350 {100) Qi (0 {150 {1507
B Nochange {35} (106} (110} {140)  {150p {150}
¢ Child Support Enforcernent 6/ :
Paternity Establishment 5 it {110} {165} {215} {3553
Erforcement(Net) ' {10} (20) {65) & G (1,015
Computer Costs 13 35 i) 160 is0 100
Sub-total CSE 10 35 {80 {85) {375 270 2
A NoChange 18 35 (80} 85  (378) (1,270)
B NoChange 19 35 (30) 85 375 (12703
-« Nur-custodial Parent Provisions 0 30 85 114 165 163
A Modest Non-custodial Pasent Provisions b 15 45 55 85 85
B Defer o 0 0 0 o 0
s Accesy Grants and Parenting Demonstrations 20 25 30 3G 30 30
A Defer & ¢ 0 o 0 g
B Defer g o Q 0 ) ¢
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)
HHS Estimate {Feb 24) and Two Possible Allermnatives
{By fiscal year, in millions of dolars)
10 Year Steady

372794 1658 1945 1996 1997 1998 1999 State
» Child Support Assurance Demonstrations 0 ¢ 106 200 250 : %%350 § X o lf
A Limiz and Cap C5A Demas 0 0 50 50 50 4
B Defer 0 0 0 0 ¢
Subtotal Parental Responsibility (5} 5 465 795 865 MN/A
A Bubtotal {25} {45) 75 e 35 NiA
B Subtotael ' 25} 60) 30 115 {56 VA
MAKINC WORK PA

¢ Working Poor Child Care
A Target Child Care at Parents 26 and under

@
Pad
Sy
=
&
W

1,139

B Defer ¢ 6 0 & ¢

* Advance EITC 7/ & 0 0 0 6
A NoChange 0 0 ¢ L 0
B NoChange o ¢ o 0 @
Subtotal Making Work Pay 0 500 1,000 130 2,000 2050008 0 2,500 217,50 NIA
A Subtotal & 280 555 83 1,110 NiA
B Subtotal 0 8 8 4 0 NiA
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)

HHS Estimate {Feb 24) and Two Possible Alternatives
(By fiscal year, in millions of dollars)
5 Year 10 Year Steady
372794 10:58 1995 31994 1997 1998 1999 Total 2004 Total State

» Asset Rules, Filing Unit,
Simplification of Earnings
Digregards, Accounting and
Reporting Rules 8/

Subtotal Reinventing Government
A No Change
B No Change

Wm;@ B
GRAND TOTAL Y

HHS Proposal , (3 L1185 3415 4580 5865 N/IA
A Subtotal {25) 696 19 2425 3,065 NIA
B Subtotail {25} 355 1,265 1,405 1,735 NiA
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATEY
HHS Estimate {(Feb 24) and Two Possible Alternatives
{By fiscal year, in millions of dollars)

S Year 30 Year Steady
3/2/9410:58 1995 1996 1957 1998 1999 Total 2004 Total State
BFFECTS ON OTHERPROGRAMS S i = - e

State Systems Costs 5/ 200 W0 200 200
Includes estimates of State[Federnl cosls to adapt computer and other undey the new program.

Child Care Feeding Costs JOBS/WORK/TCCh a 35 85 105 120
The CACEP costs associated with expanded child cave

Child Care Feeding Costs(Working Poor) 0 50 100 150 206
The CACFP costs essociated with expanded child care

WORK Program 0 ¢ D i 30
Rempve EITC and Helth Care Reform Behavioral Assumptions fram HHS s estimates

Food Stamps Interactions Not Yet Estimated

Medicaid Interactions Not Yet Estirmated

Other Interactions Not Yet Estimated
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PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL/STATE)
HHS Estimate (Feb 24) and Two Possible Aliernatives
{By fiscal year, in millions of dollars)
5 Year 10 Year Steady
3742794 10:58 199% 1995 1997 1998 1999 Total 2004 Total State

[« SR BV

~

HHS dollar estimates were provided only through FY99. Subsequent estimates are based on HHS caseload tables.
Corrections for the Alternative were made to a.) apply the reform polices to the Budget baseline rather than the
Iawer baseline HHS assumed would result from EITC increases and health reform, Savings are for options
considered indeperxiently. Combined effect have not been estimated yet. Steady State estimate uses 2004 caseload
with no effects of ETTC increases or health reform.

Repeat Footnote 1.

Working with HHS to understand TCC assumptions.

Ecomomic developament is a 3 year demonstration project.

Ptace holder estirnate — will be revised shordy.

These mimbers were received verbally Feb, 28, Child Support estimates are combined Federal and State
shares of costs and coliections. Under current law, these provisions would have Federal costs and savings
HHS's current proposal assumes no scoreable costs for the Advanced EITC. A change in law in order to mandate the
advanced EITC could have significant costs

HES's current proposal assumes that the Reinventing Government items will have no net costs. This may be
difficult to accomplish given the magnitude of the savings and costs within this category.

These represent steady state cosis of the HHS proposed JOBS and WORK programs assuming no effects of the EITC
and health reform.



March 2, 1884

Participation footnote:

MHS assumes transition program parents (including pan-time workers} wilt spend
virtually every month in a JOBS activity, This is nearly double the participation levsls
reached in the flagship Saturation Work Initiative Mode! demonstration in San Diego.
The less intensive option describes a national program which is more than 10 percent
more intensive than SWIM. It would occupy about two-thirds of all the months cases
ware in a mature transition program. Even at that level, there would be concern that

JOBES activities were delaying exits from AFDC.
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HHS Preliminary Welfare Reform Offset Estimates
Extrapolated to 2004

5-year 10-year
3/279410:23 1595 19%6 %997 1398 1999 Total 2004 Total
Cap Emergency Assislance 174 0.26 0.35 042 0.36
Target Child Care Food Program 2/ 0.16 0.2 0.23 0.27
Adjust S5I Deeming Rule 27 .18 .18 621 0.23
Reapplication for 551 Cases Most
Likely to Improve 2/ 007 0.15 0.26 Q.37
Tighten Sponsorship and Eligibility
Rudes for Aliens 37 Q.27 .32 113 L70
Total 0.94 1.43 2.3 3807

Notes on extrapolations for 2000 - 2004

1/ Assames that under current law, States would take maximum advantage of EA by 1999, with
baseling growing by inflation afterwards.

2/ Growth assumed to be at the same dollar increment as between 1998 and 1999,

3/ Assumes that continued immigration would keep savings growing slightly more than inflation.
A 5% growth rale is asswmed.
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February 28, 1994

Everyone is mmrated with the welfare systetn. ‘Welfare reform is designed to give people
back the dignity and control mmmmworkmmmw izlaawmminfmmg

work and family and opporunity and responsibility,

The current welfare system provides cash support and a set of rules and expectations focused

on verifying eligibility rather than on moving people 1o self-support. We propose & pew
vision aimed at belping people regain the means of supporting themselves and at holding
people responsible for themselves and their families. The proposal emphasizes that work is
vahied by making work pay. It indicates that people should not have children umil they are
able o support them. It signals that parents—bork parenss:have responsibilities to support
their children. It gives people access to the training they need, but also expects work in
return. 1t limits cash assistance 10 two years, and ten mquim work, preferably in the
private secior, but in compmunity service jobs if necessary. Most importently, it changes the

witurcafmlfmofi‘cmgemthamwiaftbccm&mmgbnmsmmmthemmg“

and jot»p}accmem business.

LUltimately, ﬁus ;:iau requires changing almost ¢everything sbout the way in which we provide

support 1o struggling families. To achieve this vision, the plan has four main clements.
MAJOR THEMES
Transitional Assistance Followed by Wark

+  FEull panticipation. Everyone who receives cash support is expected to do something
to help themselves and their community.  The requirement applies to those who are
preparing themiselves for work and o those who are currently not ready to work.,
Those who are unable to work due to disshility or other reasons will be expected o
do somiething for themselves or their compmmity, but will not be subject to time Timits
until they are rcaéy tc engage in ;fainizs;g, education or'job placement services,

As soon

as pcop%e bﬁgm mcwzz:g pzzbllc &SSLS!&&CC, mey will sign & pcrsanal
responsitility contract and devefop an employability plan 0 move them into
work as quickly as possible. Many will get jobs quickly~in weeks or months--
afier assistance with job search and job preparation. Others will spend time in
education and wraining services ag pecded. The program will be closely
coordinated with existing mainstrearp education and training programs

. including current and new Labor Department programs (the Job Training
Partnership Act and the Workforce Security Act), School-to-Work programs,
vocational and post-secondary education.

e Time limits. People who are able to work will be limited 1o two years of cash
assistance. Most people are expected (0 enter employment well before the two
years are up. Extensions o complete an education program expected 10
enhance self-sufficiency will be granied in a limited rumber of cases,



SENT BY:Xarox Telegcopliee 7020 ! 3- §~84 : B:O0PM F02TIELY L~

mpmmmnmmmﬁndwm&nﬁcmdﬁmmwxﬁbc
required 10 work in a private seceor, community service or public sector job.
“These are Intended 1o be real, work-for-wages jobs. The program will be
designed to favor unmhs;dmd wmkmﬁwmmthazsubsiémdm are

Hmmmm An essential part of moving people from welfare to work is
ensuring that working people get health protection, The current system keeps people
from leaving welfare for fear of losing their bealth insurance,

EITCmakcs 1tpossibi¢ fm- low-mgcwo:kmm mppor: their families above
poverty. Efforts will be made to help families receive the EITC op & regular
basis.

j : ki or, . In addition 10 ensuring child care for -
pam:x;mis m the mz:wi gssistance program and for those who transition
off welfare, child care subsidies will be made available to low-income working
familics who bave never been on welfare but for whom assistance is essential’
t enable them to remain in the workforce and off welfare.

Parental Rasponsibi!ity

The child support enforcemem system will be

. strcngtbcnw to ensure that swards are established in every case, that fair
award levels are maintained and that awards that are owed are in fact
coliected. Demonstrations of child zupport assurance and of programs for

noncustodial parents will be c(}mcwd.

l'e&mur m{}m wzﬁ receive specml case mamgemw: services and mii be
required to live at home and stay in school 1o receive income support,  Access
to family planning will be ensured. A strategy for investing in and learping
from programs t¢ prevent high-risk behavior and teen pregnancy will be

31 ¢ families chﬂipmvideb:m:rmppmformo-mz
famities hy eliminating or zz:ducmg 1hx: current bias in the welfare system in which
two-parent families are subject fo mare stringent cligibility rules than single-parent
families.

Y
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Reinventing Government Assistance

The administrative am!rcgu!mory program str % of AFDC and Food Scamps will
bcmdcmgnndﬁamplﬁymdmwmlwmmmwh&zwy
formation and asset accurnulation,

£ ; ~based svstem. In addition to incentives for clients, incentives
wﬂlbeﬁcsxgmﬂmbnngawmdmngzmmcwimmafwﬁfmefﬁmwﬁhm
emphasis on work and performance.

POLICY ISSUES TO BE RESOLVED

The artached paper Iays out the major issues that need o be addressed. It s organized
sround each of the first three broad elemenis listed above, In gach case, 8 description of the .
proposed policy is provided and remaining issues discussed. (The deteils of the fourth
clement-Reinventing Government Assistance-will be addressed later in a separate paper.
We anticipate that changes will be ¢ost neutral for that part of the proposal, so they wﬁi not
affect cost zstimates or financing necds.) -

The Welfare Reform Working Group met on Sanmiay February 26 and discussed the issues
that were identified as the most important in the paper. ‘fhcrc are ﬁ% particutarly
significant sets of issues that need 10 be msoived:

The scale and phase-in of the reformed welfare system

‘Should we seek to bring everyone on the caseload into the new system quickly, or should we
initially warget our resources o sub-groups, such as pew applicants or the youngest third of
the caseioad?

Immediate implementation of the new program would severely strain the shility of federal
arxl state governments 10 inpiement e new systenm,

The Working Group agreed that & phased-in approach was necessary.

A phase-in strategy could mart with new spplicants, or it could start with young spplicants
and recipients, Starting with young people avoids any incentives to stzy on welfare and any
“rewards” 1o baving children and coming on welfare early. It also aliows for investinents io
families who bave the most hope of being helped. :

The Working Group agreed that an initial focus on the youngest third of the
caseload was thetr preferred phase-in strategy, -
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difficultics, education deficits and no work experience, may not be able to sppropristely
prepare themselves for work in a two-year period.

, . The Working Group agresd that s limited number of extensions for such
parposes as completing a high school, school to work or job training program,
or for completing a program of postsecopdary education combined with wozik,
were s;spmpﬁztc

Tha issue of exemptions from the time 1imir arises becsuse not all recipients are sble to

work, even if they are 131 severely enough disabled to qualify for 881, A secondtype of . .
exemption issue arises because requiring participation from mothers of infasts or very young
chitdren may interfere with healthy child development and require sibstantial expenditures on
infant day care. Under current law, over balf the caseload, including mothers of children
nnder three, is exempiad from participation.

The Workmg Group agreed that exemptions should be limited, and that
participation in some activities should be expected even of those who are
excmpted. The Working Group agreed that states Should be permitied 1o
exempt up to a fixed percemtage of the raselosd for disabilities, care of &
disabled child and other serious barriers to work.

The Working Group split over the issue of whether exemptions for mothers of
infants should be for one year (i.c., until the baby's first binthday) or for
twelve weeks (Twelve weeks is the mandates Ieave time in the Parertal Leave

.. Acty Most members agreed on 8 one year exemption for infants who were
not conceived on welfare and a twelve week exemption for those conceived on
welfare, with's state aptmn to lower O exemption period to twelve weeks for
all ch;ldmn

The structure and requirements of the WORK program for people who come to the
time iimit without having fonnd unsubsidized work

Afier a person hits the time limiz, should we mandate States to provide a job which pays an

bourly wage, or should we allow States 10 continue paying 8 welfare check while requiring
work as & condition of receipt? What methods should we use to minimize loog-term
participation in this work program? iiowl many hours of wm‘g s_hould be required?

~, . »
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Work for wages versus work for welfare. Despite a focus on getting everyone into
unsubsidized employment as quickly as possible, a small percentage of those who start on
welfare will hit the time limit without having found work. After a period of job search, the
state may be required 10 provide a subsidized or community service job for some. One
1ssue is whether states should be permitted 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 administer 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 emphasis on wark for wages is a defining
feature of the Administration’s welfare reform proposal,

Discouraging extended parti idized or L _
WORK program of subsidized and wxz}mumty service 3c>bs IS :icszgncﬁ o be 2 shori te:rm
supplement to unsubsidized work in the private sector, not a replacement for it. A number . .
of steps.can be taken 1o ensure this,

The Working Group agreed that subsidized job slots would last for a defined
period of time, after which the person would again be expected o look for
unsubsidized work.

. The Working Group agreed that the availability of the EITC as a supplement
' to private sector work would provide a powerful incentive for participants to
move from the WORK program into snsubsidized work.

The Working Group also agreed that federal reimbursement to states should
decline the longer people were on the rolls, in order (o provide serious
incentives 1 move people into employment,

The Working Group also agreed that refusal to accept 2 private sector job
should result in termination of benefits.

An issue arises around what is expected to be a relatively small number of people who
continue 1o 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 model 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 have not found smployment might
return 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 should be dong of
everyone who comes 1o the end of two or three vears in work assignments
without having found private sector work. Those found at that point to be
unable (0 work could be returped to deferred status with full benefits, Those
found to 'be able to work and unwilling to take an unsubsidized job would have
assistance lerminated. 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
tratning lnked with work.

1D . $h,: full tme,  Everyone agrees that
mdepcndance is the uitzmate gz}ai of the syswm But two related questions arise in thinking
abowt people working less than full time. The first issue is whether someene who Is working
at least half time in a private unsubsidized job can continue to receive supplementary welfare
benefits after two years if they live in a state where half time work at the minimum wage
would leave them below the 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 10 support them financially--a task which is especially
difficult for singlé parents. They also argue that gefting someone to work part time 15 a big
success and should be rewarded.  Opponents argue that full time work and an end o welfare
recelpt should be the expectation, They argue that continuing AFDIC as & work supplement
for long persods of time is counter to the basic philosophy of the new program.

The Working Group was split on this issue.  About half the group feit that part
time workers should continue to be eligible for supplementary benefits after
the time limit. Others feit that the time limil should apply, but with many
arguing for a slowing of the clock for part time workers. Some members
suggesied a compromise that said that supplementary welfare benefits would be
provided for pan time workers {at least twenty hours) who had pre-school
children, and at state option to cther part fime workers.

A related issue arises around the number of hours of work that states would be required to
provide through subsidized or community service jobs, and around the supplemental welfare
benefits tiat 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 state.
Because of wide variations in state welfare benefit fevels, the pumber of hours of work at the
minimum wage required to eam 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 10 be higher to reach the welfare bensfit levels. It is obvicusly hard to swucture
a real job of eight or ten hours per week. At the other extreme, it is unreasonable to require
more than the conventional definition of full time work.,

The Working Group agreed that states couid vary the number of work hours
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they required, but that they could go no 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 that most states could and would require work hours that would produce samings
roughly eguivalent to welfare benefits; some states might do this by paying more than the
minimum wage. In the median state this would be about 26 hours a 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
10 a level sufficient to pay the equivalent of the welfare benefit. Should they be allowed 1o
do this and required to provide 2 supplementary benefit to bring family income up t0 the
level of welfare benefits for recipients who don’t work? The argument for doing so is people
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 Iower benefits. The argument against
doing so is that this oo would continue welfare as a work supplement.

The Working Group was split on this issue. The discussion tended 1o parallel .
the discussion on the acceptability of part time work. There was some
sentiment in favor of varying the expectation for parents of pre-scheol
children. »

The level and focus of child care for the working poor

Whar level of resources should 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 2 welfare reform package.
The argument for including it, however, is 10 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
part of a welfare reform effort. 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 1o be made, therefore, about the financing 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 swates be allowed or required to reduce
benefliss 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 parents should be included.
Enthusiasm for child support assurance varied.

The Working Group did not discuss family caps or other prevention issues,
which wil] be taken up at the next meeting,

COSTS AND FINANCING

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

To provide a sense of the scale of 2 program and the cost of particular elements, we have
created a hypothetical proposal, which served to guide the Working Group’s discussions of
the costs of vanous policy choices. The acwal cost of the program will differ depending on
what decisions are made about the issues identified above. In the attached document, we
refer 10 this hypothetical proposal and indicate where differem programmatic decisions would
have led t 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.~PREUIMINARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

S-Year
1064 1986 ki H 1058 1069 Total
PARENTAL RESPOKRSIBLLITY
Minor Mothers D (45 {50} {50 50 (455)
{omprehensive Demonstration Grants 4 &3 50 50 50 200
Two-Farent Provisions 1 J o A48 680 P45 2,068
No Additonal Benelits for Additions) Chitdren (35 {100) (13 (140} {150) 535
Child Suppert Enforomant
Patemity Establishment Not) 8 20 (110 (165} 215 {485)
Enforcement (Nat) {10} {20) {&5) 80} {320 {485)
Computer Costs 15 35 o5 180 160 465
Nen-Custodial Parent Provisions G 25 & 110 - 175 90
Azoess Grants and Parerting Demonstrations 20 25 K ab -+ €35
Child Support Assurance Darmnonsirations ¢ s 100 26 7 250 556
SUBTQTAL, CSE 30 85 130 255 80 580
TRANSGITIONAL ASSISTANCE FOLLOWED BY WORK
Frep 0 5 56 &) 70 188
tionel JOBS Spensiing 0 210 750 820 $,000 2,880
WORK Program Y ¢ 4 130 850 82
Addiional Chilg Care for JOBS/WORK ) 80 &30 745 3 2465
Trangitional Chily Care 0 0 230 280 a8G M40
Enhanced Teen Case Management L4 30 b+ 4 105 10 335
Ecanomic Deveioprmant g v 100 160 100 B00
Savings - Caseload Reduction ¢ g (o) {60) {80} (170}
SUBTOTAL, JOBSAYORK 0 8545 1.8e0 2,280 8,i50C 7.765
MAKING WOREK PAY
Working Poor Child Care L = 1) 1,000 1,500 2,000 5000
Aftvance BITO . 4 L] 14 g G 0
GRAND TOTAL {5 $,008 3,280 4 876 €045 14,880

Mote: Parentheses denote savings,

Source: MHS/ASPE stalf estirnates. These gstimates have beon sharad with stafl within HME and OMB 2 have not been
atficially reviewed by QOMB. The policies do pot represent a consensus recommendation of the Working Group co-chairs.

SEE ARPPENDIX FOR ENDNOTES YO TABLE
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APPENDIX: ENDNOTES TO TABLE 1

Two-Parent Estimates

L

The costs for eliminating the special eligibility requirements for two-parent families is based
upon estimates from the food stamp quality control data file. These estimates were then
adjusted for inereased participation based on estimates from the MATH model employed by
Mathematica Policy Research, ing,

Child Support Enforcemnent Estimates

L.

The vosts for the noncustodial parent provisions are 10 percent of the JOBS and WORK
prOgram costs.

Caseload Numbers and JOBS and WORK Estirnates

The caseload sumbers and the JOBS and WORK cost estimates are based on the following policies,
assumptions and sources of data: :

|

Adult recipients {including teen custodial parenis) born after 1972 are subjert o the time limit
beginning in October 19590 {FY 1997). The cost estimates assume about one third of the
States, representing 40 percent of the caseload, will implement the policy 8 year earlier than
required. This follows the pattern of State implementation under the Family Support Act,
JOBS spending on other portions of the caseload would continue as per curremt law,

Non-parental caretaker relatives are not subject 1 the new rules and are not phased-in.

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

The caseload pumbers include modest treatmeant effacis 35 3 resull of the new miles,

Cost per JOBS participant figures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected CPI).

The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities.
We assume that at 2 given point in time, 50 percent of the phased-in recipients are engaged in
activities which have cost. For recipients with extensions, it is sssumed that everyone is
participating in a JOBS activity which costs the program mopey.

The cost of developing and maintaining 2 WORK assipgnment is caloulated using CWEP datz
from JOBS and from the welfare-to-work demonstrations of the 1980s {again, adjusted for
inflation using the projected CPI),  Approximately 25,000 and 130,000 WORK slots would be
reguired in 1998 and 1999, respectively.

10
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The figures for JOBS participants and JORS spending under current law are taken from the
baseline in the FY 1995 budget for the HHS Administration for Children and Families

The JOBS and WORK cost estimates do not consider the porential impact of ¢hild support on
the size of the caseload.

Teen Coase Manugement and JOBS-Prep Cost Estimates

i,

The case management cost estimate presumes that &t full implementation, enhanced case
management services would be provided to all teen parents under the gge of 19 and receiving
assistance. The percentage of teen parents receiving comprebensive ¢ase management services
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent i FY 2004,

The ¢cost per teen figure for enhanced case management is drawn from Teen Parent
Demonstration data. There is no data available on the current level of case management
expenditures in the JOBS program. Consequently, the estimate employs, as 2 proxy for 2
JOBS case management cost per participant number, a figure calculated using data from'the
weifarg-to-work demonstrations of the 19805 (San Diego I and Baltimore Options).

The add %ﬁ:ma% cost of comprehensive case management for teens is the difference between the
cost of providing enhanced case mansgement to teen parents under 19 and the cost of
delivering standard case managsment (o the same population. The difference is roughly $560
per participant per year, in 1993 dollars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided 10 20 percent
of those in the JOBS-Prep program. As States currently serve only 18 percent of the non-
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve 2
significantly higher percentage of persons in the JOBS-Prep program. We do not know what
services States will provide during the JOBS-Prep program (candidates include parenting skills
clagees, life skills training and substance abuse treatment), so arriving at & cost per participant
figure for the program is difficult,

For purposes of the estimate, we assume that States will not provide sarvices such as
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist
primarily of case management and referral 10 external service providers. Many persons in the
JOBS-Prep program have disabilities, aithough most mothers of children under one do not,
The cost estimates assume that a fairly intensive level of case management would be required
for 3 small percentage of persons in this program.

The cost per JOBSePrcp participant figure represents a level of case management more
inensive than that in the current JOBS program but not as intensive as the level provided in
the Teen Parent Demonstration. The number is arrived at by multiplying the Teen Parent
Demonstration case management figure by .75,

13
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Child Care Estimates
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These estimates reflect the child care costs associated with the phass-in assomptions described
above under JOBS and WORK.

This estimate is based upon baseline spending for the Head Start prugram'énd therefore does
not account for the additional children who will be served by Head Stant wﬁm it expands.
This follows conventional CBO scoring tules.

There is no sliding scale fee {or services included in this estimate.

We assume that approximately 40 percent of all AFDC families participating in JOBS and
WORK will use paid child care.

We assume that Transitional Child Care eligibles will have average utilization rates of 40
percent.

Our working poor estimate reprasents a phase-in of 2 capped entitiement 1o cover. children
whoze families are below 130 percent of poverty but do not receive AFDC. By 1999, we
will approach full implementation with $2 billion in net funding. We assume that there are
approximately 8 million non-AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need child care because of their parents’ work status, and that 40
percent of these families will use paid child care.

Ne Additional Benelits for Additional Children

1.

This cost estiniate Is based upon an estimate by the Congressional Budget Office. The
estimate assumes 2 State option policy where States representing 33 percent of the effectd
caseload adopt & cap for benefits for new children. .

It is assumed that States would reduce the monthly benefit by $63 for sach child (after the

first) born while the mother was receiving AFDC. It is also assumed that States would have
linte success identifying children born on AFDC during previous spells of welfare receipt.

2
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‘ X8 EXECUTIVE OFFICE OF THE PRESIDENT

CEFICE OF MANAGEMENT AND SUDGET
WASHINGTON, DG, 20803

Februsry 14, 1394

MEMORANDUM FOR THE DIRECTOR

DEPUTY BIRECTOR
FROM: Bolle Sawhiliea™>"
SUBRJECT: Welitare Cost Estimates

The costs of welfare reform depend on

. the ¢ontents of the plan, _
L] the phase-in stratepy snd time period for which ¢osts are estimated; and,
» the behavioral impacts of the plan.

This memo lays out some of the issues we tace in sach area and secks your
guidance in resolving them,

The Contents of the Plan

There are a large number of possibie reform options congistent with the President’s
basic vision -~ each with a different "steady-state® cost. {"Steady-5tate™ means the
¢ost onge the plan has been fully phased in and any naw rules or policies apply to
the entire casaload, not just 8 portion of it.} | balieve, based on our staffs’ work,
that the range of annual steady-state costs varies from zero to $10 billion with the
most reasonable estimates probsbly falling in the middia of this range. Wea ara now
working with HHS to specify the most relevant options within this rangse so that
you and othars can ses what kind of policy you can buy for different prices.
Although we will have much more detail for you 1ater, the most relevant issues sre
iikely to be: how much chiid care Is expanded for the working poor, whether the
work slots are time-limited, and the administrative costs of creating jobs.



Most of those who have worked on the plan agree that it should be phasad in
graduslly. Although there are numerous ways 16 do this {by state, by age, by
length of time on the rolls, etc.}), the mest common assumption is that wa will start
with all new applicants {existing recipisnts would ba grandmothered]. Under this
assumption, it turng 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 bahsavioral effects), based on very preliminary estimates, #re as
follows:

First five vears {cumulativej:  $3 billion
First ten years (cumulative): 1B billion
Steady state (one year): 5 biltion
Steady state {five yoars): 25 billion

As these numbaers plainly iffustrate, the phase-in path is critical 83 is the specific
time period for which costs gre astimated and presented to the public. Depending
on which period is picked we can say the same plan cosis anywhere from $3 to
§$25 billlon. Note that Senate scoring rules adopted in iast year’s budget rasolution
require a 1Q-yaar window. Moreover, journalists, aided by outside analysts, will
surely be interested in presenting steady-state estimates even if we do not.

Behavioral Impacts

To a large degree, the promise of reform is that it will affect behavior. The theme
of parental responsibility, with its smphasis on child support enforcement snd
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, Many 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 scora much if any of these savings. {The estimates cited
abovae do not assume any bohavioral impacts.)

Qntions
in the face of those facts, it ssems to me that we have three bagic options:
Qption Oneg: Count Just the First 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
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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.

This would be much more ¢redible but would necessitate proposing 8 much
tougher policy unfess we come up with g lot bigger ¢ffsets than anyone is
contemplating right now or assume much bigger behavioral impacts than CBQ is
fikely 10 score, We woauld probably need to time limit the cornmunity service jobs,
cut back on child care expangions for the working poor, and find craative ways to
keep the costs of the work program down. A variety of populsr add-ons {such as
liberaiizing the assets test, treating two-parent families more like one parsnt
families, experimenting with child support guarantees} would probably have 1o be
dropped.

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 legisiation 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
pver the first five years. This is 8 sensible approach that avoids some scoring
problems but could be criticized for not ending welfare as we know it but rather
experimenting with weifare as we know it.

The abova is just a first instaliment on what will undoubtedly be an extended
discussion of these issues. | will be setting up some meetings so we can talk
zbhout them further and get your input.

te., Bruce Resd
Kathi Way
Richard Bavier
Stacy Dean



Ccetober 27, 1993
E-Mail to: Leon Panetta and Alice Rivlin
From: Belle Sawhill

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

-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 all welfare mothers work at the
end of 2 years, either in the private sector or in a communily
service job. Individuals would be eligible for community service

jobs for up to 3 years.

-No benefits, under most circumstances, for parents under
18, for mothers who do not identify the father of their child, or
for mothers who have additional children while on welfare.

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 88 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 State 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
minimumn 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 {TJTC) 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 progress” 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
t0 work” after two years to work.,

* There are no participation rates for }iﬁ)i’is 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

. Onee at least one child in the family had paternity established, all ¢hildren
would be eligible to receive AFDC. Only the mother would be sanctioned for
non-cooperation. Under the House version, children would be eligible for
A¥DC 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 S5I to identify and periodically test
addicts on SSI 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
_ .- A comparison of preliminary HHS and. CBO pricing
(in millions of dollars) -

Tiile and Seqtion Fy#4 FY$5 FY96 FY97 FYsg FY94.93

Title I AFDC Transition and Work Program

AYDC Transition and WORK

Program Child Care®

£BO: AFLCJOBS ] 0 300 1,000 1,900 3.200
AFDC-Child Care g =100 100 #X 1600 2200
Total g . -1 400 1.600 3,500 5400

HHES: AFDCIORS 0 92 450 951 1.512 3,005
AFDC-Child Care g 22 208 603 1.248 2037
Total 0 70 58 1,554 2,760 5042

Note: HHS has indicated that they consider these Child Care estimates {o be a little high.

i

3 Paternity E tshment

Sanction AFDC Families if
Paternity is not Established

BO: AFDC 200 400 900 A0 00 «3.300
. Food Stamps 1K 20 500 X} 500 1,800

CSE N/E N/E NZE N/E N/E NIE

Total 15144 «J00 44K} 400 500 ~1,300

HHS: AFDC 485 ~FE -1,18C «5. 190 =1,200 4,775
Food Stamps 125 250 500 500 550 1875

C88 g g 4 Q =] B¢

Total 360 ~461 £78 -680 ~703 2890

Al Subtoials

o
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Republican Welfare Reform Bill HR. 3500
-..A comparison of preliminary HHS and CBO pricing
e aevimmenane o, $in millions of dollars)

Title and Section FYS4¢  FYS5  FY9% FYS7 FY98  FY54-9%

301 State Option to Convert AFDC to 2

Biock Grant
CBO: CBO believes that no State would take this oplion. 0
HHS: 0 0 0 0 0 0

302 Deny AFDC i either parent is a minor
CBO: N/E N/E N/E N/E N/E N/E

HHS: -260 =270 280 250 -300 1400

. 303 Treat Interstate immigrants under

ruiss of former State
CEBO: ATFDC e «70 ~70 70 70 <310
Food Stamps 20 a0 40 40 40 180
10 30 «30 -3 -3 130
HHS: AFDC «140 =140 ~158 150 ~150 740

304 Impose penalty for fallure to attend

schoot

CBO: AFDC Aderin 25 75 100 g 100 440
AFDC Benefits * * b M hd *
Total 25 75 100 18 i3] 400

HHS: AFDC 506 Y i1 110 115 120 470

2 IMB 2/17/94 118 PM
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Titte and Section

Republican Welfare Reform Bill HR, 3500
" -A comparison of preliminary HHS and'CBO pricing
{in millions of dollars)

305 Mo Additionat Benefits for New

Children

o

HHS

AFDC
Faod Stamps
Total

AFDC

¢ CBO has indicated that these AFIXC savings estimates are a little high and will be reestimated,

306 Option to modify certain AFDC
income disregard rules

By

HHS

AFDC

Food Stamps
Medicaid
Towl

AFDC

307 Qptien to provide married couple
transistion benefits

CB(x

HHS:

AFDC
Food Stamps

. Medicaid

Total

AFDC

Food Stamps
Medicaid
Total

FY9¢  Fy9s  FY96 FY9? FY98  YYy94-59
<50 200 260 -320 350 -1220
= 10 140 160 10 &0
40 100 -120 -160 -160 -580
-160 440 620 410 00 -3050
220 220 230 240 250 1,160
-110 -120 ~120 <120 ~130 -600
140 138 160 180 20 830
250 250 270 300 220 1,39
260 260 270 280 290 1,360
60 120 120 130 130 560
-30 40 -70 -70 70 -300
2 180 180 200 220 830
100 220 230 260 280 1,090
60 120 120 130 130 560
-30 40 70 70 70 -300
N/E N M/E N/E N/E N/E
30 60 56 0 60 260
3 IMB 2/17/94 1118 PM



" Republican Welfare Reform Bill HR. 3500
-Arcomparison of preliminary HHS and CBO pricing
{(in millions of dollars)

Title and Section FY94  FYS5  FY96 ¥Y97 FY98  FY94-99

308 Disregard Income and resources
designated for education training &
employment, or related to

gelf-employment

CBO: AFDC 10 25 55 &5 55 200
Food Stamps -5 -5 -10 -10 -1 -40
Medicaid 12 i a2 3 3 i3
Total 15 KH 70 80 20 275

HHS: AFDC L3 15 30 36 30 110

309 Option to require atitendance at
parenting & money management

classes & prior approval of any
. action that would result in a change
of school for 2 dependent child

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

HHS AFDC Indetorminate but small,

Title IV Expansion of State Wai uihorit

Expansion of State and Local Flexibility

CBO AFDX N/E N/E N/E N/E MN/E N/E

RN
N

4 IMB2[17/94 118 PM



Republican Welfare Reform Bill HR. 3500
" A compirison of preliminary HHS and CBO pricing
{in millions of dollars)

Title and Sextion FY94 FY95 FY56 FY97 FYS8  FY94.99
Child Support Enforcement

CeG AFDC N/E N/E N/E N/E N/E N/E

HHS5 AFDC 10 2 -2 -9 27 -6

. CSE 8 12 a7 2 24 126

Total 18 14 25 45 -3 100

on-Citizens

. itle VI Eliminate Benefi

1

Eliminate All Benefils to Non-{itizens

B0,

HHS:

AFDC

Food Stamps
Medicaid
551

Total

L I - = in i e

2,100

-5 :?{X}

2,400
2,700
-6,200

o \:‘
BN

)

o 0
T

IMB 2/17/94 1:18 PM




{in millions of dollars)

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

FY94 FY95 FYS6 Y97 FY98  FY94ms
CBO: NET N/E N/E N/E N/E N/E N/E
HES: NET 8 A0 8 7008 8200 S15800

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

LCBO: NET 0

o

801 AFDC recipients required to undergo
necessary substance abuse treatment
as & condition of recelving AFDC
CBO AFDC N/E

HHS AFDC N/E

\,\,\é‘é\\ 3
2
ok

iy

f»)»

~1,800

+3,300

N/E

N/E

N/E

N/E

N/E

N/E

-1,900 8300

«3600 11400

N/E N/E

N/E N/E

IMB217]34 118 PM
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’ . Republican Welfare Reform Bill HR. 3500
we e DT N comparison-of preliminary HHS and CBO pricing
{(in millions of dollars)

Title and Section FY%4 FY35 Fy36 Y97 FY98  FY94.99
802 Random Drug fest of addicts geiting
SSI disehility benefits .

CBO 551 N/E N/E N/E N/E N/E N/E

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

HHS 851 N/E N/E N/E N/E N/E N/E

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

9031 Evaluation of eduation and training programs
CBO AFDC N/E N/E N/E N/E N/E N/E
HHS AFDC 5 5 5 5 5 25

804 Job search required while AFDC

. application Is pending

CBO AFDC " N/E N/E N/E N/E N/E N/E
HHS AFDC N/E N/E N/E N/E N/E N/E

05 Demos on fraud & administrative

efficiency
CBO AFDC N/E  NJ/E N/E N/E N/E N/E
HHS | AFDC 1 1 1 1 1 5

806 Public housing rent reform
CBO Housing N/E M/E N/E N/E N/E N/E

HHS Haousing N/E N/E N/E N/E N/E N/E

7 IMB2{17/941:18 PM
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Republican Welfare Reform Bill HR, 3500
* "A-comparison of preliminary HHS and CBO pricing
Co T e e {inmillions of dollars)

Title and Section FY34 FY95 ¥Y96 Fyaz FYs8 FY94-99
807 Required Immunizations for children
and health check-ups
CBO AFDC * 5 5 10 10 30
Mexdicaid 5 10 25 40 X s
Total 5 15 30 50 45 145
HHS AFDC 0 5 5 - 5 5 20

8 IMB2[17154 1:18 PM
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EXECUTIVE DPPICE OF "B E PRESIDENT
‘ \ - - .
01-Mar-1994 05:3lpm
TO: Alice M. Rivlin

FROM: Isakel Bawhill :
Office of Mgmt 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 $o live with parents?

Should we provide benefits for noncustodial parentg?
Should we do child support assurance demos?

Who should be exempted from participation? What about extensions?
For college?

Should we require ich seare$‘béfare r@aaipt of welifare?

$hould the enwmphasis be on labor force attachment or human capital
development in the JOBE program?

should the WORK prsqram.ba time-1imited? Or {eyuivalently) the

" number of slots cappad?

shonléfit be work for wages or work for welfare? Can you be fired?

‘What’s the final safety net for those who are?

Can 2 sgignificant number of the WORK slots be ohild care for other
recigi@ﬁts?

Should people in WORK receivs EITC?

should those who are working at end of 2 yvears continue ¢to receive
an AFDC supplement in high benefit states?

‘Should there be expanded child care for the working poor? Ceuld it

be proposed in a separate bill?

ﬁhoald we change rules fax‘two'paxaﬁts and make other changes to
simplify programs? Only if it saves rﬂther than costs money?

Should federal government pay all of the new costa? Or share with
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?

T ptates? . o 0 -

Can some of the financing eptions be repackaged as cost
under the "reinventing govermment® rubric?

savers
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October 5, 1993

KROTE 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 maljor components of the aggregate service costs
for each of the three types of employment support services
models. You will note that the c¢hild care costs in a transitionwe
al work experience proyram represent only approximately 27% of
the aggregate costs -~ legs than the cost of developing and
maintaining the positions {(37%3, but more than case management
costs {20%).

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

Attachment
G .
I?),?:«DC) (mp,p,rL' fa(‘}v\g) v Mn;ﬂ mx’;s gg mg(’.{.@.r{ X ﬁmé 2\,5(" qie
MKM%M*Bu\aVML«MwWMW. 5 7

M o WA 5?”’“& *EK‘M o Nhncin amd we assme Y150 ane. ?

“L'd fm\cwmbx e, d'«&r»‘:" v@w‘ P Crtand 7
Woe tauide duen €. Gonee OVM&AQxJ&L,Qvgbjk?
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From: Rebeona Meyperdo.. .. 10-4+83  14: 1880

DRAFT-FOR INTERNAL REVIEW AND DISCUSSION ONLY
30 NOT CITE

COSTS OF EMPLOYMENT-SUPPORT SERVICES UNDER WELFAREREFORM?

Qetober 2, 1993

This paper provides estimates of the cost of providing employment-support  services to welfara
recipients  during wvarious phases of their paricipation in self-suffiolency oriented  sptivities.
¥pecifically, we have doveloped estinuaies of the cost of mogiving thise different types of program
support: {1} supervised and supported job search, {1] a transitional work experience job; ad (3)
services zimed of promoting retention in private sector Jubs snd, hopefully, progressing to betise
paying jobs. The gos! in Jeveloping these cost estimales is @ guide policy developers amd program
planners regarding the level of funding necessary to provide various fypes of support o welfare
mcipients 1o promote continual progress toward seifisufficiency. Cost estimates are cakulated per
“yearof service.” We hava copsidered beth the experiences of other programs s preliminary plans
fur wellare reform bn fudging how the servive bundle under the welfars system willvary fur sdiviluals
within a vesr and across individuals, The overall cost estimates are suppored by detailed information
ob the costs of variour component sgrvices in vari;)us ongeing and  prior programs  angd
demonstrations.

This paper does aot provide estivates of the cowt of major services that way be prepassiory to

perticipation in job search, 1aositional work experiemee, or low.wage private secior employment,

"This paper was drafted by Rebecea Maynard, based on in put from 2 variely of sourees and with
assistance from 2 {arge number of people, particularly sembers of the post-transition cost estisation
working group--Geotf Gettinger, DHHS/O0S: Mickae! Ruffner, OMB: Sherry Glied, CEA: Dennis
Pou, ACF/DHHS: ad Jin Huuser, DOED.  Divid Lopg, Crulg Thornton, and Ellen Xivler zlso
provided valuable ghidance in the assembly asd imterpretation of data for this paper. A companion
volame contains many of the gourse thieg and from which pardociar pieces of cost data were draws.

servoast. txt 3 EOAS/93 Htdam
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Although many welfare recipients will need extensive rranshional sopport services prior to moviag
direstly into the work force--whether 1o private sector or work experience positions-—-the fedeen! costs
nf these services willdepend heavily on the commanity context. We anticipate that the mental heakh
meeds willbe provided duougli the efonned heakh care sysiean. Many eduestion sid job training
opportunities  are sirexly available for this popuiatien, funded through Iocal schoal districs,
community colleges, and the federal job training system. for example. The genwral assemption is that
the weifsre system will need to provide ¢sse management anxd support services io clients in these
teapsiional services, but that the cost of the &tajﬂr services during this perind wilthe borne hy axisting
systems outsikle of welfare.

The foliowing section discusses our overall estimates of the costs of three typex of services--job
sasroh suppon, transitions] work experience, and employment support-and $ie companents of these
aggregate service costs. We present beneltmark estimssies, but also higher and lowey cost estimates
far each type of service. Section B discusses the source of ouv estimates of ench of the components
of the ovarsil service comt wsthmmles—job srestion and support, Shild care, job sesreh assistuwe,
transpartation  assistance, and cage mansgement. Soures data for varjous of the component eost

gstimates are preseniod in 2 companion volume.

A. OYERVIEWOF THE SERVICE COST ESTIMATES

Service costs are necessarily dependent on program design-the target population for the
infervention, participation rates and intensities, and service mix amd intessity, Owr eichmark ot
hest-guess asthimates are fhat: 4 supportive job sesrch assistance program will cost abour $1,500 per
year By pust fransition job seazch; transitional work experience willcost 2n svetuge of about §3.500
per year; and employment support for those In low wage jobs will cost an average of about $3,500
pet veur {Tobls 11 However, g number of fectors could lead one to Judgs these estimates 10 he w0
high or tec fow. Dor example, the specifies of the program design or program targefing that are

planvesd could differ from those umplicit in the benchmark estinates, or one could judge that the

serveost. ot 4 1393 Hldam
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Tor Weadsi! Primus From: Reboees Haynzsd. ..., 11-4+81  10:19an

assumed lovel of use of & particular support service is 100 high or too low, Qur “Jower”and “higher”
sests estimates spectfically sddross these fypes of concerns. The range of our costs estimates for each
type of aervice gensrally falls within & range of shaut phis or minus 25 10 35 percent of the

benclithark estiimate.

In developing these specific cost estimates, we assumed that the programs will have fairly broad
civerage, have sirong panicipstion incentives andfor reguirements, amd have incentives to address
the full range of service needs of individusls. These sssomptions point o seversl important
ditferences between the prior programs feom which we are drawing eost estimates and the .program
snodels likely to evolve under welfare reform.

First, the pew programs willhave greasr and more even coverage of the populstion. Morzover,
programs are expected 1o make grester siforts o addeess nseds, such a6 child care, that frequenty
have been cause for exemplion in past programs. As 2 result, we oup expoet that, on average, the
population willbe yatnger, wilthave younger children, snd willinclude some who, at tirst hiush, seem
Jess eager or willing to padicipate than those served under JOBS, for exasmple.

Second, states will be held decountable for parucipant ourcomes, not simply service delivery,

This means that we can expett programs io be more atientive (© the "bundle” of services nended by
individuals to move them o self-sufficiency. Morgover, they willbe more atieative to the quality and
intensity of the services, since their performamce depends on the outenmes of the services not simply
twe delivery.

Third, there will be rez] consequences for welfare reciplems of a0t actively pursuing selfs
sufiiciency and availing themselves of necessary services 1o suppont these efforts. This means that
we can expest more regular program paniipstion and groster use of services by the wellar
recipients than undsr voluntary programs, Fourth, there will be strong emphasis on promoling seift

sufficiedey i the earliest possible poigt, This o means hat the target population will tend 1o be

servcost.txt 5 §/03/93 Hktdam
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To: Wendell Prisgs From: Rehecca Mamard.. ... 19-4-43 i8:1%am

younger than those served by most previous program iniliatives, including JOBS, and that fhey will
have much younger childres. on average.
Our henchmark cost estimates necessarily reflect judgments ahout the implications of these

factoes for extrspolating from the cost experiences of prior progran eiforts.

1. Job Sesrch Assistance Services

Participants s supervised snd supported job seasch will need » range of services, includiag cliid
carg, direet job search assistance, tansportation, and case managemment. On average, we estimate tha
providing these services to welfare recipients in this program component will average bétwee.;l $1.018
and $1.9%4] per service year fTeble i3 Our benchmark costs estimate is §1,517 per year,

Chitd Care, Child care 35 the Targest camponent of cost-3524 per year under the benchmark
estunate. The benchimack estimate of chald case costs ansueies that just over half {34 percent) of ali
iob search participans use child care 1o support their search effontswthe same percemt who would
have used JOBS-supporred child care hod the reciplents wiih chikiren younger than thres been
represcrtedt &t twice the fevel they are currently represented in the AFDC population?  But, it
assumes that those who receive benefiis require them ondy a thind of the months they zee in
supervised ob semmcl, The leder assunpiiou seems reasomable, gives the inore intennitiest patuce
of jobr search a3 compared with employmen sctivities. The sverage subsidy level per family during
months of support is set at the weighted average subsidy level received by thoss JOBS participanis

who got them & given month (524312

1 .34 Participatiorn Eate X 4 Months of Use X $243 per Month} = $525

“See seerion B and Tabiz 4, below.
“This cost estimae was gemerated by weighting me avarage subsidy levels received by JOBS
CWEP participanss with youngest children in various age ranges by the sssumed disribution of

program padticipants uider welfare refonn (see section B and Table 4 below).

servenst.ivi f HH93 1D:1dam
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The lowsr estimate of child care coms (3389 per year} assumes that fewer panivipants have very
voung children. Specificaliy, we assumed that e age distribution of children whose parnls ere in
job search mitrors that of ail AFDC families, which at the JOBS subsidy rates for tamilies with
youngesl clildren in differem age geoups would be 40 peccent rather than the 54 percest assuined
under the beschmark estimate. The higher cost estimate ($68)]) assumes 1hat one aspegt of wellare
reform would be to ensourage s suppost use of higher qualiny (and mors costiy] ohild cass.
Specifiesily, this higher estimate assusmes that the aversge subsidy rate for ohild care 18 30 percent
abve the current rate paid under JOBS

Job Search Treining. Job Search tralning eosts #se assumed o average 3215 per person widet
the benchmark estimate. Job zearch training terds 10 be episaddic rather than ongoing, usually Jasting
two to four weeks, Our benchmark cost extimate assumes $hal mrograms would offec g slightly richer
iraiming course than e aversge provided umder JOBS festimated 1o cost an average of 315G per
participant rather than the $123 per padticipant under JOBS). P;imeovef, we have assumed that half
of those Indivilualy staying i supervived job seareh for extended periads of time woukld retake the

{raining once during the year.
I 1.3 Episodes of Trainiag pes Year X §150 per Epusode | = 5213

Under the lower cost estimate, we assumed that each patticipant would go through the training
oy oice duting any year of supervised job search (3150 The higher vost esinaie assunes that
panticipants wonld aztend an average of two traihing sessions in a year {3300:.

Transportation. Transporiation costs associmied with job search are assumed 1o svorsge 3360
a year under the benchmark estimate—a rate that is half the average transportstion subsidy costs of

patlicipating i a comprehensive service programs such as the Teenage Parent Demonsteation

serveast, iyt 7 0704793 D:idam
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{Maynard 1993; and the vatiouws work/welfare demonstrations conducted during the 1980s (Broek st

al, $993:,

[ SUse Rate X $60 per Momth X 12 Months § = 336G

Lur lower cost estimats assumes that trapsporiation costs ars ooly one-fourth a8 large for job
search participants a3 for the 1ypical panicipant in & foll-service program, swh 25 the Teenage Parem
Demonstzation.  Qur higher cost estimate assumes the same level of suppont for transportation as
urler the benchmark estimate,

Case Management, The final service component-<ase  nanagement—-is estimaled o cost an
sverage of 3408 per service year for thuse in supervised job search. This is a modest level of case
twnagement sesumed 1o provide mainly supervision of e job search activities and ensure that child
care i fransportation support is availsble. This is» Jevel of case mensgement compsrsbie to that
provided in two of the work/welfare demonsteations condueted inthe mid-1980s that emphasized job

search assivance--Buliinore asd Sws Diego {see Maxfield 1990):

[ $34 per Month X 12 Months | = 5408

Dur lower cosl ostimste ssaumes that progeams will provide jok search participants about 2§
percent lexs case management (3300 per year) than was provided in these work/welfare programs,
which ako served saine recipieats who waee in educaiion and (raiag activities, The higher cout
estimate assumes that programs would offer & somewhal ricker ievel of case maragement, albeit at
a still modest cosr (3600 per yearl. The added richness would allow a limied amount of foliow-up
with participents whaose ok search astivitios scem 3 nead redirgttisg or whose atiention io their

search efforts has Gallen helow the expetted lavels.
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2, Transitional Worl Experience

Transitional work experieace modeled sfter the community work experience (CWEP) programs
entails five major cost componentsthe  cost of developing and maintaiming the work experience
positions, clild care, job seacch fyaining, (raunsponation, and cave muansgement. Cur beschinark
estimate of 33,872 & vear (Table 1) assumes that the average durstion of patiieipation in a work
exparience job willbe 12 womhs—about the sversge fength of participation in one of the few work-
experience programs with open-ended  participation {Ball e sf. [984). A still plausible, but jower
extimate of the cost ix abowt $4.460 per year; and 4 more generous extimaie of the costs-is §7,560.

Job Creation and Muintenance, The work experieice costs sce botly a large share of toial cosis
of this servics snd highly sensitive to assnmptions sbout the duration of the work experience period
and the mtnover in iob siots. Our benchinark estimate of Massums that e average <ost of
devaioping a work slot experienced in the vanious workiweifate demonstrations with sizeable CWED
camponenis 1$400) would he similar i that experienced under the new work experience programs.

Moreover, they assuine Giaf the averags cost of maimaining e job slol would be shiniiar w0 the

exparience in these price programs ($130 per month).

{5400 « $3150 % 12 Mouths } = $2.200

This alzo s the same estimated cost as if one axsumed that the sverage monthly cost of CWEP in

JOBS staiss with 500 or more active CWEP slats could be scaled up 10 a [Zanonth cost:?

I {8235 per Mowth - 555 per Momth Allocated 1o Transgmurtation and Supportive Services Gther
than Child Care) * 17 Months] = §2,1460

*Sew. Section B.1 and Table ¥ for background data to support this cost estiman,
Unit cont extimates are discussed o section BT aud reporred in Table 2 below.
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Qur lower estimaiz of the cost of job development and maintenarge {31.800) assumes that, in
8 larger program, there would be economics of sosle inthe development of the job sloss such that
the fixed caxts of developing a job shot would average only $300 per year of experience as opposed
to the 5400 beochinark estimie, and the nargingl cost of maimtsining rhe slot would be oaly $125
s month rather (han the $150 assumed under the beschmark estimate. Our higher estimate of $3,000
per year of work experience assumes thot there would be diseconomies of scale, for example, due o
the farge sumber of positions that need 1o e developed relstive to local opportunities. Here, we
assumed that the fixed development costs would be 50 percent higher than under the bemchmark
estimate (3600 cather than $400; and that the maintenance costs would average oue-thicd higher
{$200 per month rather tun $130).

Child Core. The child care costs associated with keeging & welfare recipient intransitionsl work
experience for 8 yesr is estimated 1o sverage $1,575under cur benchmark sssumptions. Essentially,
this figare assomes that the age distribution of children of work experience participantz willbe more
skewed toward Infaots apd foddiers Mian usder JOBS awd. indeed, more 5o thas in the AFRE
populaiion. a5 wag the crse 2nder our benchmark cost estimates for supervised job search. Moreover,
ws have assumed both that the some child care subsidy use rates experierced under JOBS for
participsnts with children indifferent age ranges would apply 1o workexperionse participants amd that
the average suhsidy leve! of those wha receive them would he similar to that experienced under JORS

{see further discossion of child care sasts balow).
| .34 Average Subsidy Receipt Hate * $243 per Month of Subsidy ¥ 12 Months] = §1,575

Gur jower cost estimate for child care ($1.160) assumes that the age distribution of work experience
participants by age of youngest child i similar 1o that inthe AFDC papulation and the subsidy use
rates witliin esch age group would parailel e experience woader JOES. This resulls in 21z estiinated

subsidy receipt rate of percent at an aversge subsidy level of $243 per recipient month, Qur higher

serveost.ixt i 18/04:/93 it ldam
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estimate ($2.047) simply essurmes that the average monthiy subsidy will be 3G percent larger than
under the benchimark estimate {3316 per month rather Hwn §243) to promote use of higher quality
care andior to acoount for more hours of participation in work experience or related activities,
Job Rearch Training. Job search training will be an Lmportant conplement 1o the work
experence. Qur benchmark asimates assume that sl work experience pariicipants willattend at Jeast
one job search trausing course smd half will attend 2 secor! session at an average cost of $130 per

BESKIGH,
[ 1.5 Sessions per Participant per Year * 5150 per Session] = 8238

The Jower vost estimate assumes that, on aversge, work experiencs pariicipamts attend odly one
session, smd the higher cost estimute assumes they attend a6 zverage Of WO sessions over 3 Qne-year
pariod.

Transportation and Miscellaneous Costs. Tramsporiation and smiscellaneous other work-related
expenses sre sssummned under onr beschmark estimates to average 380 4 month {or sbout $4 per work
day if work experience participants work en average of 70 peecerg of the normal work days per yearh,
As oowd above, this subsidy rate iscomsistent with that experienced for participants In various "full-

service” programs for this target population.
{ 360 per Month # 12 Months] = §320

Our Jower estimats assumes that, on average, the subsidy is only $40 per month or an average
of $480 per vesr of work experiense.  This lower cost could be due to the work experiense involving
fewer days of work per year (for example, only about 45 percent of the work days} o 10 lower rates
of use of the subsidy among shose who are working. Our bigher estimate of transitional work
eapecienee costs plaintains the same assiinphions seycading trémspurtation costy a8 vur tenchmark

pstimate.
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Case Management. Cur benchmark estimate of the costs of an effective work experience
grogram assumes that participants will receive substantinl case mansgement--g  kevel comparsble with
that provided to the teenage parenis who participaisd in the recent mandatnry service demansiration
spomared by ACF and ASPE (Hershey 1991 and Muaynard 1391)-which costs an sverage of about

$56 per month or $1,152 per year of work experience {see section B.3 below).

b duer # #u o afor
[ §98 per momh of work experience ¥ 12 months] @ - W “"":’J
Mﬂ TGN e ﬁ‘:

Qur Iewer cogt estimate ascumes that a Jower level of case management, costing only 7§ percent e (’2(...,,:

2;,1;' Vuf‘gﬁbﬁ ‘?

7

as much #y that expesded ia the Teermge Pamat Demoistzation (372 a sonth sathee than 3963
would be sufficient for tris service Reoup, pechaps becauze many of thelr prablems would have been
addressed prior to being assigned 2 work experience job. Qa the other hand, it is possible that those
who il 10 get & private sector job op their own will require 8 bigher level of case management than
sssumed under the henchmark estimate.  Thus, our higher cest estimate assumes that case
magagenent costs are 3 perent Lighes tay under the Tesuage Parent Dewmowmtration, lor exampie

{§125 2 month or $1,497 a year).

3, Emplayment Bupport

A part of “making work pay” is suppotting those in low-wage emplovment 10 retsin their jobs
and, over time, 1o progeess 1o higher paying and otherwise heser iobs. In developing cost estimates
for such support, we have assumed that fow-wage workees currently or recently on welfage would be
provided with a complementary set of services that includes child care subsidies and placemern
RSSINRIEG, _]Db seareh frainlug, traisportation assislance and other support services, and nincdest level
of case management aimed at early dentification and response to problems that could result in job
loss or Emit opportunities for job advancement.

Our berchomark cost estimate for employment support s % pet yoar of service, nenrly two-

thitds of which is relaled 1o child care (Table Ih Our lower eatirate I8 82,48 per wear of servics,
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reflecting tower average ¢hild care and transportation cosls and the efimination of job search training.
The higher estimate for employmert support is 34316, with the increased gosts being associaind with
higher child care subsidies In encaurage use of higher quality care.

Child Care. All thires of our estiinstes of einploymens suppagt costy assume that cluld care s,
by far, the most postly companent of employment support for low-wage workess. As with work
experience participants, we have drawn on the use and subsidy tates {0r work experience panicipants
in JOBS. Essentially, we sssumed that, for ¢ach the bem?;mzzk. the lower and the higher estimales
of child care oomis, those in kowewage johs would use one-ard-s-hait times the leve! of subsidy
required 1o support work experience pacticipants, Gur reasouing iy 1t those In privale sector
employmernt wilitend (o have less flaxibility of bowurs and days worked, willtend to hisve fawer adults
willing to care for their children for fres on ¢ Jong wrm basis, and Hiely will involve work more work
hours on average. The resulting cost estimstes are 52,363 for the benchmark estimate; $1.730 for the
Jewer cost exstimate; and $3,071 for the higher cost estimate.

In i importam 1o sote that, in conteast 1o the case for work experience patticipants, the child

care subsidy costs for fow-wage wotkers likely will not 3l be borse by the welfare syswern. For

example, under current tax faw. up 10 40 percent of (he ¢hiki care cos1s borne by fow-wage workers

gogld e govered througds the child ¢ace tax credit eather than the wedfsre employment suppont

program.

dob Beurch Training. Our benchmark estimate of smploviment support costs assames that fow
wage workers will participate 1o one Job search training course each year sf an average cost of $130.
Our fower cost estimate assumes that those who are inthe low wage work foree do not need further
job smarch training and so will not incur this cost.  The higher cost estimate assumes that all
participants aitend at least ong job search tfrainiug course a year and that half ateid 2 second o

for & wtal vost that averages $225 per yusr,
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Tramsportation and Miscellaneous Sapport. Estimaes of mansportation and miscellanacus
sappoct servicis costs pacalled those for work experience.  Both the benchmark and the higher cost
estimates assucw that these costs ars 3720 a year or about $4 2 day {sssuming pacticipants incur
workerelated transportation aad other suppor! costs an average of about 3.5 days 2 week). Under
thie lower cost estimate, we have assumed thal tramspontation  costs will be only bulf this lurge--
efiscting, possibly, the greater flexibility in the private seotor for soms 1o work oloser 10 Bune ofin
Jobs where car pooling or other economivsl mwesns of vansportation are available

Case Management. Fimally, we have assimed a modest level of caxe mamagement under:ali thres
estismates of enploymenl support.$300 a year or a level comparable with that provided in programs
whers case marmgement s primarily an admonisteative function. This fgure is vompanable 10 our
towar oosr estimate for case munagement For supervised job searsh participams, reflecting the fagt
that those individusls who have made the gunsition fo employment will tead 10 require somewhat
less oversight and assistance than the typical participants in either job szarch {23 percent less) or

work experience (75 perowst foa).

B. COMPONENT COST ESTHUATES

This section provides a detailed discussion of the cost experience in variouy olher prograns ad
demonstzation projects targated al welfare weoipients and offering similar services 1o those refiected
i our proposed service bundles, We begin with a discussion of cost of varinus work experience
programs.  We then proceed 1o discuss child csre, job search iraining, (ansporiation and
misceliznesus support servivg, and case manageswnl costs, respestively. The gaal of this section &
to provide the reader with the background vecessary i pdge Ui easonsblesnias of the and cost
estimates and participation assomptions underiying the overall cost estimates disoussed imsection A,
and 1o provide program designers with texibility to develop alernative cost estimaws for progrom

andior policy shifts from those aseumed in this paper,
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i, €ont of Work Experience Progroms

There have been only a lintited number o earcfully dosumented work experience programs for
welfare recipignts, These includs the current exparience of those states that offer community work
experience as part of theie JOBS programs. eght of the work/welfare demonsteations conducted n
the 1980s, two demonsuation programs operared o Wieomsin during the Ime 1980s, and the
Employment Gppertunity Piot Projects comducted in the late 1970 and early 1980s {Table 23 In
erch case, these programs differed in important respects from the type and/or scale of program that
s envirioned under welfare reform.  MNopetheless, they provide the Test available guidsmee is
estinating fe range of cosls that would be sevusired to run work experience progruns under a
welfare reform.

A noted shove, our eslimates of the cost of plaving and maintaining weifare recipients in work
experience jobs for one yesr {assumning that the sverage duration of pasticipation in this component
18 4 year} range trom 31,800t §3,000 (see Table | abovel. We based these estimates largely on the
experionces of CWEP prograns spossored under JOBS ad the experimmss of the workiwelare
demonstrationg.  The anmualized cost of these wark experience programs averaged abowr $2,200.
Howsver, there are severs! key issuss that atfeer the interpretation of these--the duration of the work
gaperience (many programs last for st most 13 weeks); the seale of operation {must offer mlatively
tew work experience slots and none are at the soale envisioned under welfzre reform); and the target
population (many emphasized the AFDC-U population rather than single parents}, Nonetheless, if
we ponsider the experiences from these 1wo seis of programs carefully, we srrive 2 reasonahly similer
astimates of the cost of this service compopent.

Fixed versus Variable Costs, A key factor inthe cost of work experience programs, and a factor
that accounts tor much of the vartiahility in cost across programs, isthe job development costs, Hased
on the sxpasinces lone e workiwellure depmostrations, Ut coste an aveisge of sbout 3400 10

develop 2 work experience slot in these gemerally modest size programs (Table 23 Looking across
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ail of the programs for which we have cost datz, there is a clear pavern of costs being higher in
places opersting st smatler scale. For cxample. this is particularly notable in comparing the average
cost estimates for JOBS sites with more thsn 30 work siois (32,981 per vear in FY 93 dollars) as
compared with the 1.5, average (31,591} (Table 2}, 1 is also one of the major factors contributiug
0 the difference in cwst beaween the two work experience programs operted  in Wisconsin, whers
the sitos offering wark sxperience and job imsining (WEIT sites} and costing an sverage of more than
$6.000 on an amualized basis, tended 1o be smaller scale then those programs mot offering joh
training (CWEI* sites) and costing an average of oaly about $3,800 per service vear,

To account for scale Fectors and to perimit flexibility to adjust cost estimafes to allow for iouger
periods of panicipation in Jobs, we broke vuosts down Into fixed sud varisble costa, bused experiences
in the work/welfare demonstrations {Brook, Butler and Long 1983, Table i), and more specific data
on the fixed versus varizble costs of the West Virginia program {Friediander, frickson, Hamiliton,
ind Knox 1986; ard Ball, Hamilton et al. 19863, Based on the West ¥irgina program experisnce,
we assuined thet the coe 01; maintaining 4 Job slot was proportional to the cost of setting it up i the
first place and wversged 8 percenmt of the {aed vel up costs. This assumption zllowed uy then o
dgcampose total job dewelopment costs for the various work wellare demonsirations into fixed and

varisble costs components:

| Fixed Couts + Average Manths of Service * (.08 * Fixed Cosis)} = Total Job Development
Costs

Proportions] Allscation of O.Z}n:r Work Experience Costs., The bost avsilsbie data on e
allocation of other component costs 1 from the various workfwelfsre program. In the West Viginia
program, for example, where participants stayed in work experience jobs for an average of abowt 11
months, 84 peroent of &l] eapenditurey were for CWEP admninistration and support (includiog ¢
testisporiation and miscellanecus expenses, bul nof including ehiki care). OF these CWEP operational

posts. just over half were for job development and maintenanve: 13 percent was spenl on genersd
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adminisization and monitoring: and the remainiag costs were for mamportation.  This resuled inthe
estimatos of average monthly costs of verious component seevices reflected in Table 2.

For illustrative purposes, we also partitioned the JOBS CWEP costs into fixed and variable cost
companents assuning the fixed job development costs were siiriizg to the average of the work-welfare
demonstration (about 3460 per panticipant shoty and that the sverage monthly ¢ost of transporiation
and miscellapeous services was aiso similar 1o the experience in these demonstrations {sbout $55a
month in current dollarsy. The residual costs of JOBS CWEP costs were assumed 1o be varmable
monthly costs of mainteining the job slof and providing general administration {§147 2 momth},

Experiences in Other Programs, The Eaplovinent Opporiunity PHot Projee! experenced costs
of work experieace jobs that were consistens with the estimates from IOBS and the workfwelfare
demonstrations.  However, s costs for public service jobs was substantisily higher—in the
neighhorhood of $5.000 pur year of service {Table 2).  Also, 83 noted shove, the cost experience in
one of the Wisconsin programs (CWilP) was compasshls (o those of JOUS and the work/welfare
denoastrations, while tha of the odier (WEIT) was quite ditfereni. Iinplementation  difficultios and
soale have been offered as 2 partial explznations for the higher costs of the WEIT situs.

Applization of the Worlt Experience Cost Estimates, In using these ¢ost estimates. i is eriticsl
to consider several factors. The fDirstis whether this Job development cost estimate s sufficiemt, given
iocal Inhor market conditions and the number of jub siots that nead to e cwatad. A related factor
is the expected tenure of welfire recipienty in partivuler jubs, In developing our cost estimies we
have gssamed that individusis would giay b their work experience for an average of aboul one year.
Qur estimaies ave based op experionces of programs in which the number of job slots wended o by
small relative to the size of the local market: operating at 4 Jarger sCale may pose greater chaiienges
i terms of finding enough approprian slots. On the other hand, the experience underbying our cost

estimutes wis based on relatively short-term experierces; over time, sites may develop telationships

whh employess thar could resule is s fowering of both the fixed and vagiable cost camponens,
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A final consideration in spplying the work experience cost sstimates is making use of the fixsd
and variable cost compouents,  For example. i under weifare reform, we expest individuals to hold
their work expesience jobs for an aversge of 18 months sather than a year, as assumed above, the cost
estimates would need 1o be adjusted. Ove would either want to adjust all costs 1o a per participayt
basiy {assuming 18 months of punticipation cwiher than 123 or Jower the fixed vost componen of the
iZ«month estimate 1o reflect the fact that the $400 job development costs would be spread over 18
months of service rather than the 12 used in the caleulations undeclying Table 1. For example. in

the fatlar case, the anmual cost estimate wonid be caloulated as follows:
{ 8400 * {12 months in the perigd/ 18 momhs in the job) + 3150 * 12} = $2.066 per your

Under tsis scenario, the estimated cost per year of service falls by abouwt 3200 or 9 peresmt. A
corresponding incresse in the sverage cost of a year of work experience would resukt from a

shorlening of the average tenure of individuals in their work experience jobs,

2. Child Care Costs

Key determinants of child care cosis include the use zate, the subsidizs rates for those who
recetve them, and the aumber of hours andfor months the sobsidies are swarded. The uxe rate will
be espectatly sensitive 10 both the ages of purticipant’s childrenase rates will be very low for those

with only school-age children and highest for those with shildren inthe betwsen ages two and three,®

The subsidy rates will depend o3 iocef ohild care markets, stete reimbursement poficies. and the
preferences of parents for centsr versus family duy care. The duration of use willdepend largely on
the wstensity of the program activity. For example, job search will tend fo be episodic and involve

yreater flexibility of hours than will be the cne lor work eaperiene or privale sectur employment.

*Experience suggest that those with infants willbe more Skely than (hose with older preschooters
to have access to amd prefer free relative care, and some of those with thme- 10 Dve-year okls will
have access to Head Start and other publicly funded preschools,
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Thus, partivipants in job sesrch may be more Hkely 10 be able to meet their child care needs through
the use of informal, unpaid care then are those who are insome type of employmen. We have made
assumptions regarding these various parameters in our ¢ost estimates that may need 1o be varied in
seeordance with the ultimate design for welfare refonn,

Qur estimaies of child case osts are based largely on the experiences in JOBS progeams, witl
some zdjustments o reflect our judgment regarding changes in the age distribution of children of
program paticipants under welfare reform. Making cost of living sdiusumeniz, the sverage costs per
monthy of ebild care subsidies for those recelving them were ressonably similar secoss the various

progesms that have served welfare recipients with childran of all ages {Table 3). The costs of the

Ackansas | and Maine work weifare deiponsiralions zre somewlat Iowse than for the other siles, W

reflecting in part the sge disteibution of ohildeen of participantz in those programs and in part the
fowgr than average gost of child caze in those states. The somewhat higher costs of child care under
the Teemage Parent Demonsiration roflects the high incidence of infints in care {30 percent of the
taeget paputation),

o caloulaling our benchunask ssthinates of chiki crre, we relied on the JOBS CWEF experigice
for determining subsidy use rates for participants with children of different ages, as well as the
average subsidy rates for families whose voungest ehiid falls imo the different age tanges (Table 4).
This resuited in our assuning subsidy rates that rsage for L3 percest for those with ao child under
6 10 77 percent for thase whase youngesi child is hetween the ages of § and 2. For those getting

subsidies, the subsidy Jevels ranged from xa average of zbout $213 2 month foe those whose youngest

child is 3 or older to $269 for those whose youngsyt child is between one and two yesrs old.

For the varicus service models, wa estimated the cost of subsidies per month of service under
two different sets of assumptions regarding the zge distrieution of yousnges? chilkden of participants.
In some cases, we assurned that parivipantx inservices would reflect populatien of AFDC househelds

in tenny of the ages of their children. Undee these assumptions, 40 percent of alf parlicipants ia the
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program compenent would receive a child care subsidy and the sverage subsidy received would be
$243 & wonth {Table ). In other cases, we sssumod that welfare reform would target more heavily
mew enteants {6 the aystern, thus, resulting in an over-representation-essentially  a doubling of the
representation--of  thove with clilldren uuder age 3. Usnder these assumptions, ke percent ceceiving
subsidies would increase o 34 and the average subsidy rate would mmain the same ($243).

We assumed that those in job search would rely on child cara subsidies al the same rate as those
in work experience, but would do so oaly one-third of tiaw thay were searghing, wherees, we sssumed
that those selying on subsidized 'care to suppert their employment or work sxperissce would do se
comtinuously, We alse asssimed that Giose in privatevsecior employment woold be 30 peucest smore
ikely than work experience parricipunts 10 use subsidiss or, alermatively, that they would receive
subsidiss thar averaged 30 paf;e;;: higher in these months they received them. OUther assumptions
regarding the intensity of use und the average subsidy levels are reflected in the differemces among

our lower, banchmark, and higher cész extimates (see section A abovel.

3. Job Search Assistance Casts

The primary determinants of joh search assiglance onses are the intensity of the program arnd the
sumber of episcades of iatmug isdividualy eceive. Iob mmlz( tranag programny raditionally fast o
month or lags and entail perisds of classroom ingrruetion and supkrvised job search. As 3 resuls the
costs of any training session tends to be quite modest. Morsover, the coste of job search have wnded
to be vary reletively littie an absclote terms aeross prograris. For example, over siXditfereni programs
aperated hetwesn the eardy 1980 and now, ischading JOBS and various demonstration projects, the
cost of this service rage between 3109 and $229 per participant (Table 5).

€ur most current vstimate of job search costs is ¢ for the JOBS program, where the sosts
average about $125 per episcde fmenth) in FY93 dollars (Tuble 35 TFhe unweigiied average vost
sorass &l six programs for which we repost cost data is 23 percen?t higher than the JOBS costs 3156

per episcde), and the unweighted average of the EY%3 costs across the four mid-cost programs
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{excluding the highest and lowest cost programs} is $150 in FY9) dollaes. Wae use this third figure
inaur esiimates of job search training costs uader welfare reforey. The assumption is that guslity job
search training wiil be important for moving individuals In to private ssctor jobs quickly and for

assisting them in making productive job transitions.

4. Transportabion and Miscellaneous Support Services Costs

For many AFDC recipients, holding a job or sctively looking for one entails subsiantial
transportation costy. Vietwelly ] programs alse provide some suppont for imiscellaneous workerelassd
expenses, such as uniforms and tools. However, because the jatter costs tend 1o be small f;iaziv& ter
the transporiation costs, we have focused our sttention on the implivations of our sssumptions
reparding the frequency of reliance on tramsportstion assistance indetermining our tecommended sust
estimate for this buudle of sa&ices- .

There ix Henited program duts to guide us ik vetimeting these costy under welfare reform, since
prior programs have tended to have a liberal exemption policy visa visthoese for whom transpontation
posed diffiouitios or excessive costs. However, the information we do have suggests that these costs
typically have average around $33 per month of participation in employment or training (Table 6)
Because we envision a mueh less liberal exemmption policy onder weliare reform, our bencluimark cost
estiomtes asvume 2 slightly higher (360 per month) aversge estimuied cost for these services duting
periods of half-tiome work experience or employment and a rate about half this level ($30) 2 month
an average during periods of supervised job search. Our Jower and higher cost estimates vary these
monthly cost estimates 10 reflect assumptions about more and fewer dayy during which the

participants go o or search for work,
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8§, Case Management Costs

A minimal smount of case pmnsgemeat s involved in the provision of sny program services.
Hawsever, thers is considerahle discration in terms how mich and what type of case mamagement is
provided above and twyond this iminimal fevel. In developing 2 proposed oot estimate for czse
mansgersn  under welfsre reform, we smsde Iwo preliminary judgments: {17 the level of case
managemnent shoukd not be as intensive as that provided insome targetad aod intensive interventions
such 83 the Now Chunce programs or various social welfare demonsimation programs, but rather
should prohshly not excead the levels provided inthe Teenage Parent Demonstration (Heeshey 1989;
snd Maynard 19933 and {2) the level of ease wmansgement should be waried depending on the
program service component, o particular, we showld emphasize sizong case tamsgement for those
who ate still trying to meke the trapsitios io private secior ¢mployment, sspecislly those in work
axperience companents.

We have a range of estimates of the cost of praviding case management services that vary from
a low of 334 a inowh i two of the wafkfvgeifme demossirations  that wmplsized  job seaurch
assistarce t0 A high of $96 a month in the Teensge Parent Demamsustion (Table 73, The
Employmer: Opportunity  Pilots projeer fell in berween these astimates.

We opted 1o use the Teensge Parent Demorstration cost estimafe for our bemehmark estimstes
of case management costs during wark experience, where we feit cubstantial guidance, supervision,
sad ansistance wouli be required 1o prepate for private sentor employneat. L tlie Teeaage Pacent
Demonstrazion, this cost coversd a ressomdble leve!l of mosiioring and followthrough with
popalaticer that wos. on average, more challenging than the full AFDC population due to the young
sges of both the participants and their children. Howsver, the automated cese tracking systeras in
piace in these demonstration sites were very important n providing a reasanahly high Jevel of case
managesneit for this cost. Maay programs would geed to lavest insuch systesms morder o duplicaie

the level of case masagement offersd in the Teenage Parent Demornstration for this cost. For those
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for whom we experted ¢xse management 1o he mainly. but not exclusively,a monitoring function--
those in job search-we sdopted the $34 per month cost experienced in the work/welfare
demonstrations,  We tsed an even lower astimate (3235 1 month} for thase in low wage employment,

where the mujority would need only adininisieative support.
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TABLE 1

ESTIMATED COSTS OF POST-TRANSITION
SERVICES (FY93)

Laswer Higher
Rrogram Componsns Esimute Estimare
i i e i TSR
Chiid Care $389 $o82
Job Search Training 150 223 300
Transporiation 80 3eb 360
Cuse Management e 438 HY)

Work Experience $1,800 32,2000 $3,900

Child Care 1.866° 1,87% 2,047
ob Search Tramining 1% Wy 3x)
Trassportanon 480 I T
Case Mapapement 864 1,497
Totai
(Bl
Child Tare
Job Beargh Trminbag 4 1505 225
Fransportation 300 20 et
Case management g 300 200
Tota! $2,410 $3,533 4,316
— \

Based on the sveruge cott of CWEP Ia JOBS sites with more than 500 slots and various workfwslfare
deonstrstions (see Table 21

Based on JOBS subsidy and cost rates; assumes the age of yousgest child i distributed in proportion o
ages of children in all AFDC bouseholds (sec Tabie 43,

Assitmes those with children under age 3 are rwice as Hikely to b served a8 o be oy ARDC.
Ouslity cubmncenmnly werense costs by 30 prcent.
Assumas ond-nnd-a balf episades of bb search.

Assumes the smme level 0f case mapsgemect w8 i the Teensge Parsn? Demoastyatiog oo tralaing (s
Tabie 73.

Assumes «ubsidy rates one-und-a-half times those for work sxperiesee participants,

DRAFT-wervomt.tals 3 HO4/93 10:27am
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Inb Development

Varialfe
Fixed {per monts}

Yrom; Rsheccs Haynard

TABLE 2

Administration
i Moziiorigg |
(per muoth}

WORK EXPERIENCE COSTS

Trazmsportation asd
Miscellaneous®
{per menih}

i-4-93 Hhidm

12-Muonth JOB-Siost

Equivalent

ER LY b

Ced SF R e

B,

Seates with > 300 Slots

Cajiforniz 1346 $4,152
Colorado HA NA
Michigan i 852
New York 261 1,132
hio NA* faf:Ae
Peppeyivania 112 1,344
West Virginia 147 1,764
Wisconsizs 239 2,868
Targe site $238

Average §2,822 $2.,981
{Unweighted) $4007 3T 355

US Average

{N=12,944)

T

West Vieginia 3414 §313 518 554 $1.394 $1,396
Arkanses® 41% k-3 iii 5% 2,839 2,859
Caok County 260 0 118 $28 jas 1,452
Sur Divgo-t He i 140 7 2,392 2,392
San DiegoSWIM P 0 220 it 3,37 aan
Yirginia 73z 64 155 b, 4,056 4,656
Baltimore 381 32 62 8 2,443 2443
Malne? AR5 32 bR 43 2,893 2.893
Aversge

(Unweighted) £395 $33 $120 $58 52,591

CWEP Sites

3261

WP Bies

4

S VSRR G S L

LRI e L TR LT IR D e, D
sEmployment Depormeity, Pilot Projeses (FYSOA XS]0 L

E

DRAR T -mervenst.tah

HIO9Y 1 2Tam
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I ve -2,
12-Menih JOBR Sl
Ja'b Developmest Administration Trapsporition aad Equivalent
. and Monitoring Miscellaneoud
Vanisble {pet month) {per montls

Fized {per month} Current § | FY4931 4
PRE $291 $3452 © %553
Work Bxperience 143 1716 | $2. M1
Averags
funwelghred) $i01 §2.940 $4.657

* implausible datz reparted (310 per participan: monikth.

* These were the only sites that served participats with preschootage clilldren. Clidd care was asuned w be 88 pecoan of
SUPPGTT SAIvices costs, .

-

Assmes ot child cae is 34 percest of dl supportive service costs i All sites exeept Arkansas and Maiue, which served
rigipisnrs with preschool-ape children {based on the actusd supportive services ¢osts estimates for the Wast Virginis
demonsiration 35, In Arkansss and Malne, we assumed thar 58 peroest of the supportive services costs were for ¢hild care,
sipte fhey swved veciplents with youag childien,

B

Assumes the wepge component of costs waz $3.226 per parvicipant year {$3.335our X 30 hourshwesk).

*

Costs bave been allocated nssurming the same fixed cost of job ereation and the same average monthly coms of trassportation
and miscellaneous support services as wader the workfwelfare demonsteniions,

BRAF Tvservemitah ) 93 10:27am
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To: l';h:nde!l Pr inss

From: Hebegss Maunard a9 4l 0. b
TABLE }
CHILD CARE COSTS IN VARIOUS PROGRAMS
L .
Cost Estimates
Percept Per Maonti of Per Child Per

Receiving Work Per Month of Mounth of

Assistange Exporionts Ass;szam Assistagee

P STy o | T $larThi ey w PR ; A rErR A

Serving Motien it Youse Chitdren F ¥ 31!
A g - -

Al CWEP Recipienis 40 $43 $329 $160
Youngest chd < § {39} g7 $60 239 -
¥oimgest chiltd 1-2{16%) 77 Pty pid] -
Youngest child 3-5{33%} é1 130 ik "
Yuungest child 5 6 {(47%) s 32 216 -

' 21-30 Hours of CWEP 42 133 212 -
31-40 Hours of TWEP 145 6 -

iR

§g§‘ mge%?amzz {}mmz{g £:28H0

R E e

Those Active {80 pervent with

Infantsy o L1148 334?’ 247
L e SRS ! 3t ‘v“ii % »if ud s eg
e %;%il% Wh 3i ol z@‘§ i

All Trainees

NOTE: i{n FY 9] thexe wore 8,527,078 childien in AFDC bowscholds (ag average of 1.95 per houschold) ([8)

Tatde 17y, Thelr dismibution by age was a folowy;
Age % Cumuplative %
<} yems 5.1 a3
l - 2 years 19,7 B
3 - 5§ years 214 0.2
6 - 13 yegrs §7.0

E

rates for fumily day care and center-bated Care.

)

MA = Not available.

DRAFT-serveost.tab

Mid-polnt 6f 2 range across four s,

Estimated a5 80 pereent of the ugweighted arerupes atross the three sites of the maximum reimbursement

1E/83/93 16:27am
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TABLE 4

ESTIMATED CHILD CARE COSTS UNDER WELFARE REFORM

Aye of Younges Proportion of Child Cire Use Average Cost Per [nvrement

£hid AFDIC Rame" Month of Use® Total Cost
Henseholds®
Fallssntion io Promariion 1 the Ditritnton 4| AFDC Enmalies by, Age of Yotges CRIL |
<1 531 £7 38
12 L I8 238
3.5 Ll &l P
6-11 A0R 20 24
>13 130 00 o 000 | - Exeept <3
peboce ot Lo oo
Avetage A0 $243 97.29 boig A5 70
| RevIEbe Towar Y aunges Childivs (DotbiS e e Familjes,with 0 2 Yesr:Old W - ey gy cocme mer©?
<3 302 &7 1% $13.65 | _yilob douk . SA7
1-2 L1 78 238 7382
3.5 AL & Pl 3343
6-13 160 20 116 §.%1
> 13 430 00 8 0.00
Aversge w:jwm $243 SlSI.:SwJ'

¥ Based on FY 21 omelosd dats {81 Tabde 17},

* Cost estimetes wre baotd 0 Thasy for JOBS CWED penichpesn n FY 92 {5h

BRAV P-serveast.luh 3 1604793 1043 7am



T Wendeld Prisus Frome Bebecca Hawnsrd 10-4-31 Hh4%am 5. 8 of 1%

TABLE 3

JOR SEARCH ASSISTANCE
COSTS IN VARIOUS PROGRAMS

Average Cost Per Participant Mowth

Brogram Current § FY 93 %
H3RS Program {FYS1} {1} $1i8 §125
Erapiovment Opportunily Pilot Projess (FY81; M a% i0e
San Diego.l and Maryland Work/Welfare 12 162
Demonstrations {(FY86} {73
Cook County, IL Work/Wetfare Demonsrration 2 143 5
(EYR5) ([8] Tavle AL
Lasaisville imensive Jub Sviceh Demunstratios 171 229
{FY8N) (18] Table A1}
Arkansas Work/Weifare Demonstration (FYE3) {{5) 122 169
Table A5}
Average of Four Mid-Cost Brogruns {Howeighed) ’

o 1%
Average of AN Six Programs (Unweighted} - $186

NOTE: These costs pertain 1o job search traizing and supervised job search. This component usustly fasts one
aeaath o Jess.

Midepoint of the reported range.

DRAF Teserveast.tah 8 BT 12 7am
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TABLE &

=483 105 43m

TRANSPORTATION AND MISCELLANEGUS SUPPORT SERVICES COSTS
IN OTHRR PROGRAMS

Average Per Percent of Cont Por
Bevefir Month | Months Received | Participaat/Month
Teearge Pareit Deapnsuation (FYR1)
i8] %7 &6 357
Waork/Welfue Deaostistions (FY93; {2]
{See wiso Table ALY - - 355
TIOR8 i Na.fucluded 1 Canpoment Costs Hatimates
bttt e~ ey e,

Cuioulated by nettipg sstimated ohild tare Somts put of the 1] support servises zosts mported for the various
demanstration progeams. We rehied on detatied extimates of the breakdows of these costs i the West Vuginn

CWEP program (Frestinnder, Hamtitoa, Hoerz et a1, 1986 mnd Rafl er £, 19843 See Talde 2 for the seqidund

casts alinewied to sranspensting and miber suppore services in each of the demonstration sites and for the

azsumptions regarding the fraction of costs that were assumed to be tor child carn,

NA = Not available.

DRAFTserveost.tab
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TABLE ?

CASE M AHAGEMENT COSTSE

1B-4-33  Hirdiam

Cost per Case Moath
Program Current % FYs:3 '
i Teeosge Parest Dewvasieation {(EYR1) [6) wie 596 !
| $aa Plegod awd Baltimore Work Welfare
Dewoastraoas (F Y88} (77 325 334
;:;m:eymem Oppormaiy Pilor Projeets (FY81) §41 §74

Migimal case nanagement

S

Per sonve ¢ose mnath, These estimates assume thar all of the eosrs allocated © chse management and haif of
those allocated o centredl wdministation were associated with the case managemest fanction. This ttal of 3780
pey penod per yem wis divided by the number of months exch pueticipant was an AFDC during the yewr
{8.6). See Mayaard (1993, Pigure 2 nnd Silverberp and Hersbey {1593, Table [V.3) for the gz o costs

and months of panicipation. rspegdvely.
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SOURCE NOTES TO TABLES

11} JOBS COST DATA

Administration for Children and Families, F53A-104 Reports and Special Tabulations of JOBS daia
pregad by Will Weder. |1

2] WORK/WELFAREDEMONSTRATION COST DATA

Brock, Thomas, David Betler, and Devid Long. Unpeid Werk Exporionce for Welfare Recipients:
Findings und Lessony from MDRO Research. New York, NY: Manpower Demonstrstion
Research Corporation. 1993 (draft). [2]

Friediander, Daniel, Marjorie Erickson, Gayle Hamilton, and Vieginia Knox. "Final Report on the
Community Work Exporience Demonstrations.” New York, NY: Manpower Demonstration
Ressurch Corporation, September 1936, [2]

3] WISCONSIN WORK EXPERIEHCE DEMONSTRATION COST DATA

Pawasarar, John and Lois M. "Evalustion of the Wisconsin WEIT/CWEP Welfare Employment
Proyrams,” Milwaukee, WE Bopduymenm Treining institete, Apeil 1993 (Uneiable draft). §3]

(4] EMPLOYMENT OPPORTUNITY PILOT PROJECTS COSY DATA

Long, David, Craig Thornton, and Christine Whitchread, An Examinarion of the Benefuy and Cosn
of the Employment Gppornuiey Pilors Projecr. Pringeton, Ni: Mathematica Policy Research, Inc.,
1983, {4}

Long, David. An Anulysis of the Costs of the Emplovmens Opportuniry PHors Prafece. Prioeeton, NI
Mathematica Policy Besearch, Inc., 1983 {4]

(5] CHILD CARE COST ESTIMATES

Adminiutration for Children and Families. FSA-104 Reporiv amd Special Tabulations of JOBS dats
prepared by Will Weder, {1} and {5}

Administration for Children and Families. Characteristics of AFRXC Recipienzs. Waslongton, DO
U.S. Department of Health and Human Services, 1993, {§]

3] TEENACGE PARENT DEMONSTRATION COST ESTIMATES

Hesshey, Alan.  Case Managemens for reennge Foarenss: Lesavns from the Teesnage Pocent
Demonstration,  Pripcion, NIt Msthematics Polioy Bosearch, Inc., 1991, 16]

Kisker, Ellen, Marsha Silverberg, and Retecca Maymsed, OBl Gare Utilizotion Ameong Welfare.
Dependenr Teenage Parents, Princeton. NE: Muatthematics Policy Research, I, 199 {6}
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Kisket e1 al,, Profiles of Child Care Seming . Princeton, Ni:  Mathematica Policy Resemrch. Inc.,
19915, 16}

Maynard, Rebecca, Building Self-Sufficiency Among Welfare-Dependery Teenage Farents. Privceton,
NIt Mathematica Policy Research, Iue., 1993, [4]

Silverberg, Marsha amd Alan Hewhey.  Program Costy of the Teenuge Parens Demonsration.
Princeton. N): Mathematica Policy Research, Inc., 1993, [6]

{7] MISCELLANEOUS COST ESTIMATES

Friediandes, Danie), Gregory Hourz, David Long, and Janet Quint. Final Report on the Emplayment
infrigrives Bualeotion,  New York, NY: Manpower Demanstration  Reseatch  Corporation,
Seprember 1985.17)

Goldman, Burbars, Daniel Friedlandsre, and David Long. Final Report on the San Diego Job Search
and Work Experience Demonsirazion,  New York, NY: Manpowsr Demonstration  Research
Crrporstion, September 1986 {7]

Maslield, Myiey. Plonning Buployment Services for the Disadwonuged. FHew York, NY: The
Reckefeller Foundation. 1990, 7]

Maynard, Rebecca, Myles Maxfield, and others.  Dvsign of o Socld Demonstration of Fargered
Employnient Servives for AFDC Recipients. Princzton, NI Muhemation Policy Research, Inc.,
1986, [7)
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Kisker, Lllen, Marsha Silverberg, and Rebecca Mavnand, Child Care Utilizarion Among Welfare-
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February 17, 1954 |

KENORANDUNX

To: Leon Panetts
Alice Riviin
Bolle Sawhill

Thru: David £llwoond
Mary Jo Bane ;
Bruce Reed

From: Wendell Primus

Attached is a very preliminary cost estimate for a hypothetical
welfare reform proposal. 'Thase numbers ware produced overnight
and ghould be regarded as extremely prelimirnary. They have not
been reviewed by any orher divisiong i{n HES. In some cases, as
explained in the footnotag, the estimatas ruflect our best gquess
of how (B8O will estimate the cost of the propesal.

The actual proposal and the major asswmpiions usod in estimating
the cost are explained in the footnotes accompanying the table.
The proposal estimated in the table does not reflect any final
decigions made by the Workiang Group or its oo-chaira, the
Secretary, or any other Administration official. It represents
the costa of a hypothetical proposal. I would hope to be able to
provide the costs for the yoar 2004 in soveral days,

The estimates represent combined Feoderal and State costs. It is
assumed that State costa will be ¢lose to zexro, and therefore thea
nunbers should be interpreted as Federal expanditures.

for the President’s plan (o be credible, the estimates of 08
and WORX cannot be reduced much further than the costs indicated
in the table. These estimates assums that adult recipients
{including teen custodial parsute) born in 1970 or later are

‘subject té the time limit beginning in (Octcber 1996, JOBS
spending on other portiﬁna vf the caseload would continue as per
gurrent law. .

If you have any guestions or wish to see other nptions; I wonld
be happy to resgpond.

%o rgsx{{*’“{f-x{



PRELIMINARY WELFARE REFORM COSY ESTIMATES {(FEDERAL AND STATE)

FOR A HYPOTHETICAL PROPOSAL
{By Bscal year, In milions of doliare}

Eltnctive SNMaar
Outa 1685 1R 1997 100 1849 Sotal
REMTAL REGRONSIBILITY
svention Package NA HNA NA HA NA NA
>-Parent Provisions Dot 98 © o 400 600 BoG e00
fid Supporn Entorcsmens . s - .
Paterrity Eotabfishment M) — - — -~ - Tty ¢ (a5} (200 {300) @50 (1,008
Enforcamant (Nt 193¢ o oo {00 500} {540)
Camputer Coats 00 {50 200 258 0% .00
Non-cusiodini Parent Proviskns g ¢ 100 f40 t70 a8
Aucass Grants and Parenring Demonstriiony G 5 0 20 G il ]
£hild Support Assrancs Demonstrations o 5 100 200 250
SUBTOTAL CSE 250 Y80 280 {10 (200) 490
ANSITHONAL AGSISTAMCE FOLLOWEED 8Y WORK
citionsl JOBS Sponding Dot, '60 0 a 934 1,030 1. 180 3.2
K Pragram Cot, "98 0 b)) 0 & 640 {6803
dtionel Chtd Care for JOBS/NGBRK Pedicipanta el ‘98 O ) 1,300 1,300 1,500 sent
swvde Dwvatapment 0 4 100 100 100 ¢
SUBTOTAL. JOBSAHORK G & 2,139 253 330 7.0%¢
KNG WORK BAY
rding Poc: Chitd Care .Ont, 95 o 1000 1300 1,500 4,800
1
wros EITC v - " o 0 4] 4] 0
HYENTING QOVEANMENT
<t Rules, Fiing Unh, Simpiioation
f Enrnings Disregards, Ancounting end
sporing Fuies ¢ 0 0 ] o o
GRAND TOTAL »50 4€n 3,420 1,430 6,410 14,080
SE€ ATTACHED FOOTNOTES

%;: MWL

Gk, A {a}ﬂ‘ﬂiﬁ} Ao, 9“{@... {Ewmbimf
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HOTEE TO TWO-PARENT PROVISIONS

The costs for eliminating the special eligibility reguire-
monts for twe-parent famillies is based upon estimates from
the food stamp quality control data file. These estimates
were then adjusted for increased participation based on

estinatos from the MATH model employed by Mathematica, Inc.

HOTES T0 CEILD BUPPORT BHFORCEMENT PROVISIONS

The estimates for paternity establishment, anforcement, and
computer CcOSts are bassd upon our best guess of how CBO will
estimeate 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 periocd,
However, both CBO and OMB staff belleve these original
estimates are overstated subgtantislly. Thas, for these
estiggtes we are projecting savings of $0.6 billion over the
period.

The costs for the non-ustodial parent provisions are 10
percent of the JOBS and WORK program costs. |

demonstrations are based upon CBO estimates of the
Rockefeller/bDodd bill. .

The estimate for the cost of the child support assurance //

BOTES TO CASBELOAD NUMBERS AND TO JOBS AND WORX COOST ESTIMATER

The caseload numbers and the JOBS and WORK cost sstimates are
based on the following policies, asasumptions and sources of data:

1.

adult recipients {including teen custodial parents) born in
1970 or later are subject to the time limit beginning in
Qctober 19896 (FY 1997). JOBS spending on othar portions of
the cageload would continue a3 per current law. {

Caretaker rekati?es are not suhject to the new‘xuleﬁ and are

! ‘uat phasadmin . ] . ‘ '

Parents who have a child under one {ur under 4 montha, if
concaivaed after the initial welfare reoci L, are caring for
a severely disabled child, report a imitatich or who
are 60 years ¢f age and older are dofé éd“fram participa~
tion in the JOBS and WORK programs. As of PY 1999, about 23
percent of the phased-in caseload is deferred.

The caszaload numberg include no treatmont effects as a
result of the new rules on either exit ratesg or on the rate
of part-time work. Accordingly, there are no estimated
walfare savings. We expeot to claim gome treatment effects
in our final estimates, particularly for estimates after the
S-year period. As of FY 1999, about 6§ percent afitha

;

i
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phaged-in casaload {which includes persons in the WORK
program) is in extended status.

Cost per JOBS participant f£igures are taken from the PY 1933
JOBS data (adjusted for inflation using the projected CPI}.

The cost estimato ascsumas that all non-deferred phased«in
recipients are engaged in activities. We assume that at a
given point in time, 50 percent of the phased-in recipients
are engagod in activities which have cost. For reciplents
with extensions, it is assumed that everyone is participat-
ing in & JOBS activity which costs the program money.

The cost of developing and maintalining a WORK assignment is
calculated using CWEP data from JUBS and from the welfare~

towwork demonstrations of the 19808 {(again, adjusted for

inflation using the projected CPI). Approximately 150,000

WORK slots would be required in 1939. 75'/L”

The f£igures for JOBS participants and JOBS spending under
current law are taken from the ACF baseline. '

The JOBS and WORK cosgt estimates do not consider the
potential impact of the ¢hild support and reinventing
government provisions on the size of the cagselcad,

ROTES O CHILD CARE COST ESTIMATES ;

These estimates reflect the child care costs aspociated with
ths above phasge~in assumptions described under JOBS and

WORK.

CBO's estimates of these costs may be higher than these
gegtimates based on their estimate of the Republican welfare
reform proposal. The per-child costs in the CBO estimates
are higher, We are continuing to work with them te vresolve
these fferences.

This -estimate is based upon baseline spending for the Hoad
Start program and therefore dggg_gggwﬁccanntmfor the
addicional children who will be served by Head Start vhen it
expanda. This follows conventional CBO seé¥ing rulen.

There is no sliding scale fee for services included in this
estimate. ‘

We assume that approximately 40 percent of all AFDC families
participating in JOBS and WORK will use paid child care.

From 1996 to 1999, we assume that we will serve approximate-
ly 1.2 million addivional children {(about 700,000 familiex)
with ocur working poor child care program. Each year we will Foctir fa_

serve approximately 300,000 additional children. Kond gl
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NOTES TO REINVENTING GOVERNMENT PROVISIONS
The proposals in this section were designed to net to zero. The
cost of the spending provisions is approximately $5 billion over

the S-year perlod, lying that the savings provisions are also
$5 billion over the S5-year period.

Some of the proposals which will increase cost are:

I. Increase the limit on countable resources to the limit
established in the food stamp program, and exclude one
antamp@ile for both AFLC and Food Stamps. .

2. Coordinate accounting and reporting rules betw&en the food
stamp and AFDC rules.

it

3. Mandate fill-the-gap policles in low-bendfit States.
Some of the proposals which will decrease cost are:

1. Eliminate the provision that prevents SSI recipients from
being included in an AFYDC unit. .

2. Yove the £iling unit rules in A¥DC toward the fond gtamp
program £filing unit rules.

«.wm. [
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February 17, 1994

MEMORANDUM

AR,

o Leon Panetta
Belle Sawhill

Thri: David Ellwood )
Mary Jo Bane ;

From: Wendell Primus

Atrtached is a very preliminary cost estimate for a hypothetical
welfave 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, as
explained in the footnotes, the estimates reflect our best guess
of how (B0 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. '

i
If you have any guestions or wish to see othexr options, I would
be happy 0 respond.



PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL PROPOSAL

(By fiscal year, in millions of doliars)

Effective 5-Yoar
Date 1995 1896 1997 1998 1999 Total
PARENTAL RESPONSIBILITY
Prevention Package NA NA NA NA NA NA
Two-Parent Provisions Oct. '96 0 0 400 600 800 1,800
Child Suppert Enforcement X
Patarnity Establishment (Net) o - {85) (200) (300) {450)  (1,035)
Enforcemant {Net) 130 70 80 (300) (500) {540}
Computar Costs 100 150 200 250 300 1,000
Non-custodial Parent Provisions 0 0 100 110 170 380
Access Grants and Parenting Demonstrations 20 25 30 30 30 135
Child Support Assurance Demonstrations 0 0 100 200 250 550
SUBTOTAL, CSE 250 160 200 {10) {200) 490
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
Additional JOBS Spanding Oct. '66 0 0 930 1,130 1,160 3,220
WORK Program Oct. '96 0 0 0 ] 550 550
Additional Chlld Care for JOBS/WORK Participants Oct. '88 0 0 1,100 1,300 1,500 3,800
Economic Development 1} 0 100 100 100 300
MAKING WORK PAY
Werking Poor Child Cara QOct, 85 1] 800 1,000 1,300 1,500 4,600
Advance EITC 0 0 0 0 0 0
REINVENTING GOVERNMENT - -
Asset Rules, Filing Unit and Simpilification
of Earnings Disregards 0 o 700 200 1,100 2,700
Accounting and Reporting Rules o 0 200 600 80O 1,600
GRAND TOTAL 250 960 4,720 5,920 7.310 18,160

SEE ATTACHED FOOTNCTES

7 540
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NOTES 70 THO-PARENT PROVISIONS

The costs for eliminating the special eligibility require-
ments for two parent families is based upon estimates from
the food stamp guality control data file. These estimates
were then adijusted for increased participation based on

estimates from the MATH model employed by Mathematica, Inc.

These costs are about 273 of the costs estimated by the TRIM

model, :
NOTES TO CHILD SUPPORT ENRFORCEMENT PROVIBIONS

The estimates for paternity establishment, enforcement, and

computer costs are based upon cur best guess of how CBO will

estimate the savings from these child support enforcement
provisiona. The original HHS estimates for these provisions
would have produced savings of $3.6 billion over the period.
However, both CBO and OMB staff belisve these original
estimates are overstated subatantially.

The costs for the non~custodial parent provisions are 10
percent of the JOBS and WORK program costs.

The estimate for the cost of the child support assurance
demonstrations are based vpon CBO estimates of the Rockefel-
ler/Dodd bill. ) !

ROTES TO CASELOAD NUMBERS AND TO JOBS AND WORK COST ESTIMATES

The caseload numbers and the JOBS and WORK cogt estimates are
based on the following policies, assumptions and sources of data:

1.

_ Adult recipients {(including teen custodial parents) born in

1870 or later are subject to the time limit.beginning in
Octoker 19%& {FY 1987}, JOBS spending on cother portions of
the caselecad would continue as per current law.

Caretaker relatives are not subject to the new rules and are

not phased-in.

parents who have a child under one (or under 4 months, if
born after the initial welfare receipt), are caring for a

geverely disabled child, report a work limitation or who are
60 years of age 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.

The caselecad numbers include no treatment effects as =z
result of the new rules on either exit rates oy on the rate
of part-~time work. Accordingly. there are no estimated
welfare savings.

Persons who have exited welfare earn back one month of
eligibility for assistance for every four consecutive months

how

pner]
¢



10.

11.

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 months of assis-
tance for months spent in the WORK program. !

As of FY 1993, about &% of the phasgsed-in caselcoad (which
includes persons in the WORK program) is in extended status.

Cost per JOBS participant filgures are taken from the ¥Y 1993
JOBS data {adjusted for inflation using the projected CPI).

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
asgsumed to be 1l00%--everyone with an extension is partici-
pating in a JOBS activity at some point during the month,

The cost per WORK program participant figures assume a work-
for-wages model. The cost of developing and maintaining a
WORK assignment is calculated using CWEP data from JOBS and
from the welfare-to-work demonstrations of the 1980s {again,
adjusted for inflation using the projected CPI). Approxi-
mately 150,000 WORK slots would be reguired in 1999.

The figures for JOBS participants and JOBS spending under
current law are taken from the ACF baseline. -

The JOBS and WORK cost estimatesz do not consider the
potential impact of the child support and reinventing
government provisions on the size of the caseload.

NOTES ON CHILD CARE Céﬁ% ESTIMATES

These estimates reflect the child care costs associated with
the above phase-in assunptions descoribed under JOBS and
WORK .

CBO's estimates of these costs will be higher than these
estimates based on their estimate of the Republican welfare
reform proposal.

This eatimate is based upon baseline spending for the Head,
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,

There is no sliding scale fee for services included in this
estimate.

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
automoblile for both AFDC and Food Stamps.

2. Eliminate the provision that prevents SSI 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 Pw”””“h
remaining earnings, and allow States to disregard additional ['.,\4&w»
income.

4. Extend the $50 pass-through for child support to the food
stamp program, :

5. Reduce the AFDC payment standaxd 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.



if

MZ/%

EXECUOT IVE QFFICE OF THE ?:R ESIDENT

3i~Jan~1994 Q8:5%am

H
H
P
¢
i
|

TO: Alice M. Rivlin
10 Bruce N. Reed :
TO: Kathryn J. Way 5
i
FROM: Isabel Sawhill X
Office of Mgmt and Budget, HRVL :
Ces Richard B, Bavier E
L 1644 8tacy L. Dean '

SUBJECT: welfare reform costing lssues

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 bhefore the were
presented at a West Wing meeting on 1-25, We are now beginning to
work with the Departnent ¢¢ understand their model and their
assumptions.

Our first goal is to achieve sone clarxty about what the above
munbers represent. For example:
-~ Are all of the costs federal? wWhat’s a&&um&d about state
costs and federal match rates?
- What’s our exemptions policy? .
- What’s assumed about behavior in the caseload reduction
numbers? '
- Are all of the child care costs for the working poor in
addition to what’s in $5 budget or are gome in baseline?

H

Oour second goal is to get a better understanding of how costs vary
with the specification of the policy ~~ that is, to have more of a
gsense of the costs of different optiong so that the Pregident and
others can make more informed cholices. Since it would not nake
gense to look at every conceivable policy option (some have
clearly been decided; others are not important enough to get
attention f£rom West Wingers), we need to decide which are the more
inportant open issues with significant c¢ost implications. The
following list is wmy preliminary attempt to speclify some of the
options that we might be interssted 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 WORK

4. Exemptions



5. Eliminating the 100 hour rule, the quarters of work

test, or the state option to provide benefits for: only 6 manths

for two parent families \

6. Services to noncustodial parents

[
7. Liberalizing the assets test '

8. Time limiting the work program and providing an in-kind
safety net at some fixed percentage of current benefits

8. Conforming Food Stamp and AFDC filing units or other
progran simplification measures <xﬁz«q'«$~£mm o

16. Counting housing assistance in calculating FS benefits
536 Mﬁ@ Tr e h Yo b o€ 1%@&&%
#5 et 11. Advance payment of the EITC B pudes. . ¥ Uy

12. Capping administrative costs in WORK at different level
or assuning more borne by employers ¥ O0n ’Mm?§§

13. Treatment of part-time work

14. Whether additional time on welfare can ﬁe sarned
185, Child support assumptions

16. Child care asgumptions

17. Demos

We need more discussion of the above list and then an agreement

with HHS about how to proceed to get more information about these

or other issues. :
L

13, Samchiona F
;ﬁiTh&kLJ?th

w.?mﬁ; |
28, Pateon

2L f;?mjl‘ J;ﬁ?r?ﬁwﬁﬁa

19. ﬁc[g"i’& Cons



February 11, 1884 .

MEMORANDUM FOR ISABEL SAWHILL ;

FROM:

SUBJECT,

Richard 8&1119:@

Rough estimates of policies for Bruce Reed

The attached spreadsheet table provides the basis for a rough estimate of the cost
effects of the two policies you described to me. (N© behavioral stfects are modeled.
in other words, on this table, the program does not get anyone off the rolls any faster.)

1.

Half of all post-transitional WORK assignments are in the private sector,

with the government paying a subsidy equat to the AFDC bengfit and the
privatse sectar emplover picking up all administrative ¢osts.

The underlined row titled “post-admin” reflscts the administrative cosls 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 some:monitoring. (1
have encouraged HHS to lock at the Ohio CWEP program from the mid-
1980s, which is tha closest thing to a saturation CWEP we've seen, and
which probably has lower administrative costs, but | haven't made any
prograss yel.) It isn't ¢lear how much of these costs couid be transferred
ta private sector emplayers.

However, it is clear that a lot of the cost of the time-limit followed by
community service is this administralive cast Wzth an esnmale for total
federa! steady-stale costs at around 3 - stral

asSociated with WORK make up around 60 ;:sercent (As ths smaller

aitached table shows, this assumes 4 50 percent federal match rate for
these costs.} i half of all WORK slots wers in the private sector with no l k
administrative costs, steady-state federal costs would be about $1.5

billion lowar.

i1's probably unrealistic 10 plan on avoiding alt administrative costs for
cne-half 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 of the :
WORK slots, the federal savings relative to full administrative costs for i l
thig group would be about $.75 billion in the steady state.



Experigrice 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 time-limit could be placed in
subsidized private sector jobs. Il looks like employers don't find it
economical to hire these target groups because of the direct overhead
{certification that employees are gligible, record-keeping, and reporting}
and because of expectations about their lower productivity {sometimes
characterized as "stigma”®}. A table summarizing recent programs and
sections from analysis by one of the issua groups is altached.

Becauss AFDC parents reaching the two years are probably going to be
among the least job-ready, parsuading private sector employers 10 hire
them will be evern harder. {Attrition of less job-ready seems to be a large
factor in the operation of infermediaries like Amarica Works, 100.} 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
unemplayabig and subsidies aré hopeless. A deep subsidy with few

direct administrative burdens might induce more hiring, (It might induce
abuse as well} In any case, | don't know of evidence we could marshall ]
to justily a prediction that half, or even one-fourth, of WORK participanis l
would end up in subsidized private sector jobs.

H
Half of WORK participants are placed in jobs in expanding govemnment
programs, such as providing child care for other AFDC parents, working
in_Head Start programs, or menilering other WORK participants.

This policy would reduce the cast of welfars reform by the amount of the
benefils or wages paid to half the WORK participants {as compared 1o
tha first option that would roduce the administrative costs for half the
WORK participants). The logic is that the costs of thaése services {(e.g.,
child care) already appear in the weliare reform package, or in the
Budget. I the benefits or wages of people performing these iobs instead
are paid by weifare reform, an offsetting savings must appear
somewhers else. The proposal attempis to get savings from the value of
the work performed by the WORK participant.

it is stipulated that the jobs must ba in expanding pregrams, in order to
avoid running info displacement issues,

The range of ofisatting jobs into which WORK participants could be
placed is further limited by current cost-sharing arrangements and budgst
scoring rules. For exampla, placing a WORK panrticipant in an expanding
Head Start program could reduce the amount of Haad Start funds
needed for stafling the expansion, But thers would be no automatic

2



Atachmenis

savings to be scored because Head Start is a discretionary program with
an annyal appropaation. {On the other hand, if Head Start hired a
WORK participant, that couvid reduce the number of WORK jobs nesded.)

To get automatic savings, WORK participants would have {0 be placed in
additional jobs planned under welfars reform {such as additionat child

care providers or additional monitors) or in some other open-anded

entitlement which the Budget says will expand. Meadicald continues 1o

grow. It may be that assignment of WORK participants to provide

services for which Medicaid pays, for example nursing home care, could |/
be scored as automatic Madicaid savings. That would be a longer reach

than scoring automatic savings in AFDC child care from assignment of

WORK participants o provide child care for other AFDC mothers,

The underlined rows titled *Post-transition, AFDC/wages® reflect the
henelits or wages paid to WORK participants. In & 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}.
it half were offset by mandatory budget savings, federal steady-slate [ l
spending on welfare reform would be $2.3 billion lower than otharwise.

While we have no expsrience on which to judge what proportion of

WORK participants could be assigned to positions with offselting savings,

we have an indication from HHS that child care advocates would object

to tos many assignmants to child care provider sfots. Half of all WORK
rgcipients is probably tar 100 many 1o hope for in this status, One-fifth

might be anly optimisti@ if assignment of WORK participants 1o monitor

other WORK pani:é&nzs were permitied. ’ 2%,

T raxDisi N’\,

og: Barbara Selffridge

Stacy Dean
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Employment and Wage Subsidies

June 18, 1993

Tha tollewing metry Kentfies majoe desion dmensions of povemment subsidies of employmant, lists the major sitemative design fantums, then summurizeg both the intordod
shincte of imcorponsiing e olomunt in the dasign as well aa colintaral, oflen unintendad and undesined, effacts. The metix ocussed on aepocty of jobs subsidies most televant tn
pianning lor GmaeSmited waitare policies. Soma program desicn issues refeverst 1o job subsidy progrems in other contaxts s ignored,  For exsmplo, iasues relatact ¥ the countar-
eyohionl, GOP, anct mintionary efects of job subsidies e nof ircluded. Nor am s ralatad to subeidies avallabia ¥5 eempiovess egardess of prasent of fomvee wellare stalus, or

aveslabie orly to cartain regions or centain industries. Although, srguabdy, # B just & varety of Jufly-subsidizent jub, public employment 1s nat incdixkod hara,

Dosign Dimensions  Alternstives

Targeting Less targeted
Mote targeted

Quration of program  Perrmanent
Temporary

Intended effocty

Ease of administration. More
equitable than fargeting on soms
basis other than need,

Increased employment or wages

{or target group members.
Efficiency.

Predictabilty. Ease of
admintstration,

Heduction in windfall to
empioyers who woukl have hired
anyway,

Collatera] effects

increased cosls,

Substitution of targe! group
merrbers for other employees.
induced increase in target group
mambership,

Windfalis to employers who
subsstittte subsidized for
unsubsidized emplovess.

Accelerated, rather than
increased, employment,

Insufficiant £me to increase
employment by planning tor
substitition of lactors or increase
in scale.

* EITC = famed Income Tax Crodit (1975 0 prasonth: RITC = Now Jobs Tax Credt (197776}, TJTC = Targetwd Jobs Tex Cmcki {19749 to prosont); JORSAD » contmots to
oftaat eddad costs of hiring divedvardeged {1968-73); WiNoodit » TITE predecesaor for woltars caciplants (197 1-81); weriesups: w gnnt diversion or work suppleeneniation ke
AFOC reciplonts {1801 i present); NSWD w Ratona! Bupperied Work Demorstation {1976-81); OJY « onthejob-tralning vnder JTPA anvd pescloowssans; BRSy « incoma
waregards lowering berofil reduction mten in AFDC $90/m0 or work expensas, 530 plus one-third kur lour months, then $30 for anether sight} and the Food Siang Program

(standlard decksclion amd 20 percont of saminga} $¢ ofisel work expentes and cranta work ncentives,


http:MIy~idiz.od
http:contQm.19

Design Dimensions  Alternatives
Cuialified All emplioyment
employment

Additions 16

employment
Size of subsidy o Sralt
amplover refative 1o
fabor oosis

" lLarge

Duration of subsily  Yemporary

Parmanert
Purpase of subeidy Increase hires

Subsidize training

Intended offects

Ease of administration.

Increase impact by subsidizing
only increased employment,
Reduce windlall,

Lower program cost, Less
windiall o employers.

Greater incentive for pariicipation,
Maximize efficiency of individuad
subsidies by not subsidizing aller
the point that empdoyer would
retain empioyee and employee
would keep iob withoit subsidy.
Assure job retention and ncome
floor for subsidized worker,

Accelerate hiring (that would have
taken place anyway). Give foot-

_ indoor to targeted employees,

chance to demonstrate
productivity.

Increase hiring and employment
of workers who woukd not have
been hired because of cost of
training necessary (o ralse
productivity,

Collateral effects

Windiall to employers.

Gowt induced competitive
disadvantage for amployers
unsulssidized due 10 inevitable
arhitrarinass in definition and
eror in measurerment of
incremental employment,

Lower uptake due i less
rechaction in labor costs for
employers, Sabsttute parl-dime
for {ulldime empioyees,

Higher costs,

Inciucn hurmeover when subsidy
ends,

Reduce pragram efficiency -
spend more of public resources
or: those who would remsain

employed anyway.

Induce tumover, ieswe? averagn
tenura,

- Lo e

Induce tumover. Net effect

depends on human capital
enhancement in training,

Examplas
EITC, BRRs

TITC, NJTC, work-
supp, WiNcredi,
JOBSES, AFBC%RR

€ITC, food starmps
8RR

JOBSe8

TITC, NSWD, work:
supp, OJT



Dasign Dimensions

ARermnatives

Direct recipient

Method

Subsidize wages

erease
employment

. Eaployer

Employae

Yax credi to
employer

Tax credi to
emplryee

Hlequire hiring of
iarget empioyeey
as condition of
gevit cormiract.

intended effects

Increase labor force participation
and income of workers whose
resefvation wage #xceeds their
margingl product,

Increase empioyment by inducing
substitution of labor for other
factors or increasing scale of
production.

Provide sncentive of reduced
tabor cost in most visible way.

Provide incentive of higher
income in most visible way,

Administrative efficiency of using
currend tax collection machinery -
ackétional staff needed mainly for
audit,

No wellare system contact. Uses
surrent tax collection machinery -

adkditional staff needed mainly for--

auis,

subsidy to xdode specilied
mumber of target empliovees in
contract labor force.

- Collatora! affects

induce incrense in target group
membership. lnverse tarmgeting »
higher subsidies 1o those wilh
higher wages. May increase
hours of current employees rather
than numbser of employees,

induce increase in fargst group
membership. Compeiitive
disadvantage and reduced
{probably skilled) employment in
ndustries producing capital
intensive substtute goods,
Stigmatize subsidized workers,

Impose cost of administration on
employers,

When targeted by income and
permanent, increasa “tax’ rote on
employee as income rises anl
subsidy phases out,

Low uptake in edvance payment
of credi, so potentially large fump
sy payment at tax retund time,
Experience with EITC suggests
potential for fraud thal is 100
expensive 1o audd and prosectte.

Administrative costs of monfiorng
cormpliance. Deperxding on rules,
incentive for phantom empiayees.

Examples

NJIC, BRRs

TJTC, BITC, work-
supp, NSWD, OJT,
JOBSES, WiNcredi

EITC, BRAs

TJTC, NUTC,

. WiNcredit

ENC



Besian Dimensions  ARernatives intanded effocts Collatersi effucty Examplos

Transter to More documerntation can fargat Higher adminisirative costs for OJT, work-supp,
empioyer subsidy {o individual ermployee employer and govertiment, NSWD, JOBSGS
and employer charactenstics amd .
reduce fraud,
Transter o Best targeting to employee’s Employee must come info contact  BRHs
employie need. Sub-yearly eligibilty petiod  with welfare system. Higher
proviies benefif closer to pericd  levels of fargeting,
of eligibility. documentation, and audit impose

higher adminisirative costs.
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as many a8 balf of the mothers on welfare may be significantly underqualified for similar
jobs. Welfare~dependent mothers are less likely to bave job experience and more likely to
face discrimination in the labor market.® This group is likely to include those who need a
little extra help and encouragement as well as those who have intensive emotional,
disciplinary or social problems. i
1

c) TAX INCENTIVES ALONE ARE NOT ENOUGH FOR EMPLOYERS.

Employer incentives to hire welfare recipients have traditionally come in the form of
targeted tax incentives. We find that the value of the tax {ncentive is often cutweighed by the
amount of paperwork required and the stigma attached to hiring welfare recipients. If
targeted tax incentives are to be effective, they must be accompanied by additional services
such as screening, preliminary training, or a probationary work period.

The evidence clearly indicates that tax incentives alone are not enough. Lerman®
notes that under both the WIN program and the TITC, only a small fraction of the employers
claimed credits for which they were eligible. Burtless'™ conducted an experiment with
employer vouchers for hining disadvantaged workers. Members of the control group who had
no voucher pavment to offer had more success io obtaining employment. Employers did not
want 1o hire workers marked as "damaged goods™ despite generous voucher payments, some
of which could be redeemed as cash instead of tax credits. Ip addition to the stigma
explanation, Bishop and Kang® explain the low emplover participation rates in incentive
programs by the high level of administrative costs for processing the incentives. '

On the other hand, tax incentives can be packaged together with other employer
incentives to provide an aftractive overall package.'® The stigma problem may be.overcome
by providing 5ubsiwg_gnﬂq” screening as well as the initial training and support in

F

|

¥ Institute of Women's Policy Rescarch. Testimony cited above,

¥ Lerman, Robert. "A Comparison of Employer and Worker Wage Subsidies™ in Robert
Haveman and John Palmer, Jobs for Disadvantaged Workers: The Economics of Employment
Subsidies, The Brookings Institution: Washington, D.C., 1982,

¥ Burtiess, Gary. "Are Targeted Wage Subsidies Harmful? Evidence from 8 Wage
Voucher Experiment.” Industrial and Labor Relations Review, Volume 39, Number 1,
October 1985, pp. 105~-114. g

it 1901 sseersssrresnes :

* Ernst and Young report on the value of America Works plaocmmt%mi&s»
Fortheoming, The study indicates that employers may save ss much as $2500 per person by
hiring through America works.
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maodate for ex~welfare hires. [In addition, exmployers can screen applicants further if allowed
t6 hire the workers on a temiporary basis before committing to permanent employment. Any

federal assistance to promote bundling tax incentives with other employer incentives must be

flexible enough to allow local markets to shape services for employers.

% f a new job."”] Some employers have suggesied a one-year exemption from the bealth care

d}  TRAINING HAS MODERATE, BUT MEASURABLE EFFECTS. Although low
skills are a severe problem, training programs are not a quick Bx for welfare dependency.

Inexpensive programs {$100-1500 per person) provide short-term job search
assistance, remedial education, vocational education or work experience. Despite variations in
economic conditions and program design, the majority of the evaluations show some
improvement in earnings, employment, and welfare exits in comparison to a control group®
However, even the most successful programs only raised employment levels from 24 percent
in the control group to 35 percent in the training group. Thus, the training program oply
changed the outcome for about 10 percent of the group. While this improvement is worth
achicving, it does pot belp the two~thirds of the group wbo would pot get 2 job on their own
or with the belp of a training program. Additional caveats: 1) Exit rates from welfare tend
to improve even less than employment rates. 2) The control group in the San Diego SWIM
study caught up with the trained group by the fifth year after training* 3) Neither the most
job-ready nor the least job-ready benclit fom inexpensive training 8s much as the middle
group: the most job ready will find jobs anyway, and the least job-ready do not tend 10 get
jobs after a quick program.®

More expensive, targeted training programs, such as the bome health care aide
demonstration, can cost from $4,300 to $8,700 per participant. Although' intensive training
programs tend to have less impact on rates of employment, they ¢reate larger boosts in
carsings for those employed. Participants in the Home Health Care training increased their
earnings by $1,200 or $2,600 per year.® In contrast, incxpensive job search or work
experience programs tend (0 raise eamnings on average by $400 or less? Intensive programs
may be able to increase actual wage levels, while inexpensive programs simply increase hours
worksd.

Thus, even if we could afford to put every person on welfare through a quick or an

b

¥ Sypportive work demonstrations from the 1970s have had strong impacts on job retention
and later employment. See background papers from the Transition Issue Group for references.

#®  rFriedlander and Hamilton. Gueron.
B Friedlander and Hamilton.

#  gueron and Pauley.

¥ Bell and Orr

*  gusron and Pauley.
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EXECUTIVE OFFICE OF THE PRESIDENT
QFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, 0.C. 20803

S

February 14, 1994 i

MEMORANDUM FOR THE DIRECTOR !
DEPUTY DIRECTOR

EROM: Belle Sawhilie "

SUBJECT: | Waelfare Cost Estimates

The costs of weifare reform depend on

. the contenis ot the plan,
L 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 pach area and seeks your
guidance in resalving them.

Ths Contants of the Pian '

There are a large number of possible reform options consistent with the President’s
basic vision -- each with a different “steady-siate” cost. {"Steady-state™ means the
cost onee the plan has been fuily phased in and any new rules or policies apply 1o
the entire caseload, not just a portion of it.} | beligve, based on our staffs’ work,
that the range of annual steady-state costs varigs from zero to $10 billion with the
most reasonable estimates probabily failing in the middle of this range. Wa arg now
warking 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 iater, the most relevant issues are
likely to be: how much chifd care is expanded for the working poor, whether the
waork siots are time-limited, and the administrative costs of creating jobs.



The Phase-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 tums out that the federa! costs of a basic reform plan {the time-limit
{cliowed by community service, with related training and child care costs and
assuming no behavioral effects), based on very preliminary estimates, gre 8s
follows: 3

First five years {cumulativel:  $3 billion

First ten years {cumulativel: 18 billion ;

Steady state {one yearl: 8 billion

Steady state (five years): 25 billion

As these numbers plainly llustrate, 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 say the same plan costs anywhere from $3 to
$25 billion. Note that Senate scoring rules adopted in [ast year’s budget resolution
require 8 10-year window. Moreover, journalists, alded by outside analysts, will
surely be interestad in presenting steady-state estimates even if we do not,

Behavioral Impacts

To a large degree, the promise of reform is that it will affect behavior. The theme
of pargntal responsibility, with its emphasis on child support enforcement and
regucing 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 10 move people off the rolls. Many of us believe that
gver 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 CBQO will score much if any of these savings. {The estimates cited
above do not assume any behaviors! impacts.] :

Ontiong
In the face of these facts, it seems 10 me that we have three basic options:

Option One: Count Just the First Five Year Costs

it we did this we could propose quite a generous policy and fuityieffset it. The
downsidea is that we could be blown gut of the water by outside analysts and be



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

This would ba much more cradible but would necessitate proposing a much
tougher policy unless wea 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 community service jobs,
cut back on child care expansions for the working poor, and find creative ways 1o
keep the costs of the work program down. A variety of popular add-ons (such as
liheralizing the assets test, treating two-parent families more like one parent
tamilies, experimenting with child support guarantees) would probably have to be
dropped. ]

+

We could make the argument that we believe that behavior is bound to changs
under our policy, but that we plan 1o rigorously evaluate the program over a five
year period to measure its effects and the associated cost savings, We could
propose to sunset the lagisiation at the end of five years at whsch time we might
ask the Congress to extend and possibly maodify it, depending on what was learned
over the first five years. This is g sensible approach that avoids some scoring
problems but could be criticized for not ending welfare as we know it but rather
experimenting with weifare as we know if. :

The above i3 just a first instaliment on what will undoubtedily be an extended
discussion of these issues. | will be setting up some meetings 50 we can talk
about them further angd get your input. }

c¢c. Bruce Reed :
Kathi Way
Richard Baviar ]
Stacy Dean §

—_ e w w
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EXECUTIVE OFFICE OF THE PRESIDENT WE- Cost
OFFICE OF MANAGEMENT AND BUDGET
| WASHINGTON, 0.0. 20503

May 5, 1994 -

MEMORANDUM FOR WELFARE REFORM CO-CHAIRS
FROM: | | fsabel| Sawhilﬁ)\
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 lay out some of the cost issues that
remain. A common understanding will help us deal with these issues
systematically and quickly, am% contribute to a better final product.

Cost issues that depend on]resolving 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 QOellerich and
Jennifer Meazey. 1

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 poss1b1e, 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 provxded 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

1. Part-fime work ‘

1
In early cost modelmg, it was assumed that part-time work pohc1es would induce
a large increase in part-time work. More recently, cost estimates have assumed
there will be no change in behavmr due fo part-time work policies. While this

1
1
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assumption may be consistent with some part-time work policies, until details of
the policy proposal are settled and dlearly communicated, it cannot be determined
whether there will or wotr'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 caseload 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 2005} 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 ¢} 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 flexibility

States are to be given flexibility to design their JOBS and WORK programs
sitnilar 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 CBO 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, SWIM had caseload impacts on young mothers
comparable to those on older mothers.) However, it appears that these impacts will
have to be discounted te some extent to allow for state design choices that will be
less effective than SWIM.
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Other issues about the likely 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-time-equivalent slot can provide WORK
assighments 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 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.

5. 15 howr 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. JOBS capacity

Because the group targeted for phase-in represents about one-third of the AFDC
caseload, 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. Up-front job gearch

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; ¢) the job search would be structured or unstructured.

i
The last caseload 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 represent
additional costs or savings would depend on details of its design. |

8. Match Rates

A central unresolved issue is the match rates o be proposed for each program.
Match rates will be a key determinant of program success. Varying the match rate

could have strong effects on:

¢ States’ comumnitment to making the various components of welfare reform
succeed.

¢ States’ total operating budgets and their ess 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%
Federal /State split on new costs. Since the question of 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 eurrent-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, based on their
performance, could be an Incentive for them to provide effective training programs.
The same could be true of child support programs, particulazly paternity :
establishment.)

9. Automation

Given the Administration’s focus on improving the Federal Government’s
effectivencss and efficiency, the detalls of how new and expanded programs will be
implemented may merit extra attention, For example in the area of automation,
arbitious plans for child support and beneficiary tracking systems are in the works.
Automation is ceniral 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 individual over time is critical to the time limited component
of JOBS and the long term sucress of the No Addigional Benefits for Additional
Children proposal. Given past GAO and HHS Inspector General reports ¢ritical 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 ¢ost estimates.
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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 ltems in the package. For example, we
were surprised to learn informally that the Child 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 current
child support programs, ambiguous evidence regarding Incentive payments, and the
expectations of new automated systems, it s 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, given their potential
impact on individuals and on States. We need fo reach closure on these issues as
soon as possible so that we can reach firm savings estimates.

'

E
l
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| ATTACHMENT
i May 5, 19%4

i

GENERAL

The questions and comments on this attachunent 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 adminisiration 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

Proposal:

A Sfétﬁ opton to deny benefit Increases when additional children are concetved 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
suppott for the determination on what proportion of states will adopt the proposal
and what percentage of the caseload that will represent should be provided. Also,
analytical gupport 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).

Commenis: Pricing appears generally reasonable, although based on an informal
State survey, exemption rates for this policy may be higher than assamed by HHS.
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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Changes to existing law are designed to increase paternities estabiisheﬁ streamline
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 5State
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 — L.e. recoup more in
incentives and collections than they pay for adininistrative costs. Currently, States
“profit” by $500 million annually. The proposed changes would generate $5 billion
more in State “profits” 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 patemity estabizshed
within one year. The hasis for this assumption is not dlear, .

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 estimates,
the detailed breakout of costs and savings by proposal should be accompanied
explanation how the proposals interact and how the line items are discounted for
the interactions.



SENT BY=)‘E¢1‘*§X Telscopler 7022 © 5~ 5~54 [ £:85ZPM 20277827140~ 202 A58 Tal8im ¢

Proposal:

An ambitious automation project to overhaul exdsting State automated systems is
envisioned, as well as establishing Federal databases and ceniral regiatries Systems
development costs would be matched at 50%.

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.

Proposal:
Many WORK participants would be treated as non-AFDC cases in child support
enforcement. States would be allowed to disregard more than $50 in child support.

Comments: i

This could significantly reduce the amount of child support available to offset AFDC
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

Proposal:
The welfare reform proposal relles on automation to track clients, fadﬁtazﬁe
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 all 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?

e JOBS/WORK/Child Care 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 beneficlaries gradually
return to the regular program. Cost estimates for demonstration programs should
reflect gradual phase-outs (and phase-in's where appraopriate).

Proposal:
$10 million per year for microenterprise demonstration activities. .

I

. |
1. Microenterprises ]
f

Comments:

It should be clarified whether funds would be mandatory or dlscretxonary 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-employment/business capitalization, home purchase,
post-secondary education, and retirement purposes
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Comments: . f
Not clear whether funds would be mandatory or disaetionary. No analysis is.
available to determine whether there would be interactive effects with other

programs (e.g. Food Stamps).

gg ngm se 1n'unediateiz abovel

Propesal:
Allow AFDC (and Food Stamp?) applicants and recipients to put assets into
individual development accounts, with modest penalties for us!ng them for non-

approved purposes.
Comments:

It should be clarifled whether this {tem is included in the package and specifics
should be provided. ‘

Proposal:
Child Support Assurance demos ~ Up to six States would test the success of the
government guaranteeing child support payments

Comments:

It should be clarified whether funding is intended % be open ended :ztandamry,
capped mandatory or discretionary? If open-ended, would there be a limit on the
number of participants, or could the demonstration include all of the six largest
States? |

E. IMPROVING GOVERNMENT ASSISTANCE

Proposal:

States would be required to disregard the first $120 in monthly earnings, with States
dedding on any percentage disregards in addition to the $120. For ¢hild support,
States would be able to disregard more than the current $50. ‘

Comments: :
Hstimates assume that States would Increase total benefits to reciplents by $250
million per year over and above the ¢ost of current walvers. The basis for the cost
estimates is not clear. Pricing should factor in Medicaid, Food Stamp, and child care

5
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Proposal:

Legislation would have AFDC adopt Food Stamp asset rules with the exception of
the automobile exclusion. Regulations would be issued to increase the AFDC auto
exclusion,

Comments:
It appears the estimates assume that liberalizing the automobile asset test by

ation will reduce the cost of increasing the liquid asset allowance. Since
estimates must be against the FY95 Budget baseline, new regulatory changes may not
reduce scorable costs. Medicaid costs do not appear to be included and should be.

Proposal:

Disregard the EITC 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.

Co mmenis:

?ardjng the EITC for a year after receipt for applicants effectively increases the
liquid asset Limit by up to $3,370 (for a total of up to 55,370}, depending on family size
and prior year earned income. The added eligibles and adminisirative complexity do
not appear to have been factored in to cost estimates. Medicaid costs do not appear
to be included and should be.

Proposal: :

Food Stamps will repay up to 12 months of agency-caused underpayments, and no
client-caused underpayments. AFDC currently repays without regard to fime or
who was responsible for the error. i

H

Comments:
While information for pricing is limited, it would be helpful to understand the

assumptions ugsed to estimate this item,



SENT BY:Xsrox Tslegopisr 7020 3 5~ 5-04 A'BEPR ZO2TT62% 10w 702 456 ?325:?{?3

CROSSCUTTING ISSUES

Proposal

Federal and State governments would share any new net costs of welfare reform at
an 80/20% split respectively. ,

Comments: ‘

All existing line items In the table should be shown at current law matching 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
financlal management. A full fiscal accounting under each program of Federal and
State by State outcomes should also be provided.

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, EITC and Medicaid programs
should be provided. FNS, HCFA, Treasury and others should be asked fo 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
rogram. This will most likely increase Food Stamp benefits for those benefidaries.
Similarly, changes in two-parent provisions could increase the num‘ner of people
eligible for Medicaid.

3. Basgling

Proposal:
Lurrent law.

Comments: e

Under the Budget.Enforcement Act, the Welfare Reform proposal mustpriced off of
the January baseline. Savings from EITC and Health Care Reform cannot be
assumed in pricing thew If current cost estimates are natbased on the OMB
January 1994 baseline, p. do s0.

+
i
1
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Proposal:
N/A

Comments:

It is not clear how many interactive effects among provisions haveB'ﬁvdadad in
pricing so far. For example, the WORK program might treat Child Support as non-
AFDXC collections, rather than AFDC collections. This might decrease the savings
from child support provisions. It should be noted where itemns have been priced
interactively and where they might be interactions, but they have not been priced.

%
5. Cost-neutral wajvers

Proposal:
Some States have cost-neutral waivers to demonsérate 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
oceur, they do not reduce the total cost of any of the legislative proposals. The
proposal is priced in such a way that cost neuiral waivers may be used to lower costs.
This should be clarified and eliminated if true.

Proposal: NA

Comments:
It is not clear whether estimates are budget authority or outlays. Tables need to
show both budget authority and outlays. It is likely that budget authority and
cutlays will be the same for some provisions, with budget authority higher than
outlays for other provisions.

H
!
¥
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MEMORANDUM FOR WELFARE REFORM CO-CHAIRS

FROM: Isabel Sawhzn&)\
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 lay out 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 questibns 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 so, we'd welcome updates.
Staff at both the Depariment and here at OMB have been working together to clarify
outstanding issues, and have been sharing materials. Nevertheless, we still Jack 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 1o review these details and the
welfare reform legisiation itself. Our hope is that this memo wxil help the process
along.

COST ISSUES | ' f

1. Pari-time work

In early cost modeling, it was assumed that part-time work policies 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

1
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assumption may be consistent with some part-time work policies, until details of
the policy proposal are settled and dearly communicated, it cannot be determined
whether there will or won’t be behavior-driven costs or savings.

¥
H

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 caseload 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 2005) 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 ¢) 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 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: 1a 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 CBQO 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, SWIM 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 chmoes that will be
less effective than SWIM.

l
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Other issues about the likely 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-time-equivalent slot can provide WORK
assignmments 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 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.

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. ‘

&, JOBS capacity

Because the group targeted for phase-in represents about one-third of the AFDC
caseload, 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. 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
determination; b) any screening would be done to exempt the disabled, those with
infants, and so on; ¢} the job search would be structured or unstructured.

The last caseload and cost projections we received from HHS did not reflect this



policy. From the research, we expect that whether such a policy would represent
additional costs or savings would depend on details of its design. |

. Match Rates

A central unresolved issue is the match rates to be proposed for each program.
Match rates will be a key determinant of 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 iliustrative purposes, the April 12 cost tables currently assume an 80% to 20%
Federal/State split on new costs. Since the question of cost sharing is stilf 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, based on their
performance, could be an incentive for them to provide effective training programs.
The same coukd be true of child support programs, particularly patemzty
establishment.}

9. Automation

Given the Administration’s focus on improving the Federal Government's
effectiveness and efficiency, the details of how new and expanded programs will be
implemented may merit extra attention, For example in the area of automation,
ambitious plans for child support and beneficiary tracking systems are in the works.
Automation is central to welfare reform and the success of the plans
implementation depends upon an efficient and quick systems development effort.
The ability to track an individual over time is c¢ritical 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.

4



10. Child Support

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
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 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 o review fully and to vet each component of the
proposal.

One final item relates to two financing proposals. At this fime, we are unaware
of final decisions with regard to the Emergency Assistance and the Sponsor to Alien
Deeming proposals. These proposals are extremely sensitive, given their potential
impact on individuals and on States. We need to reach closure on these issues as
soon as possible 50 that we can reach firm savings estimates,
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ATTACHMENT
May 5, 1994

GENERAL !
The questions and comments on this attachment are provided with the objective of
assuring that adequate detail is provided 0 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 alse be noted. In addition, it would be very hefpftﬂ to have FNS Treasury
and others provide pricing for their programs for gach item.

A. PARENTAL RESPONSIBILITY

1. Na Additional Benefits for Additional Children

Propasszf 1

A State option to deny benefit increases when additional children are conceived on
AFDC.
Comments:
FNGS should be asked to review ASPE pricing. Pricing for a national pohcy appears
to be generally reasonable. In order to complete assessment of the pricing, analytical
support for the determination on what proportion of states 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.

;

i

2. AFDC for Minor Mothers .

Proposal:
With exceptions, miror mothers would be denied AFDC, should they seek to
establish a separate AFDC household apart from their parent(s).

Comments: Pricing appears generally reasonable, although based on an informal
State survey, exemption rates for this policy may be higher than assumed by HES.
The cost estimate should take into account possible increases in the IV-E foster care
caseload, for those minor mothers who are sanctioned. ,



3. Child Support Enforcement - Paternity Establishment and Enforcement
Techniques

Proposal: ’
Changes to existing law are designed to increase paternities established, streamline

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 wiil 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
mare in State “profits” 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 AFDX 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 ameoeng 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 estimates,
the detailed breakout of costs and savings by proposal should be accompanied by an
explanation how the proposals interact and how the line ilems are discounted for
the interactions.

!
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rt 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 zmpiementat:ton plan and any new estimates for Child Support Enforce-
ment automation should be provided.

5. Child Support Enforcement - Interaction with other p:gvi@igng
Proposal:

Many WORK participants would be treated as non-AFDC cases in ch;id support
enforcement. States would be allowed 1o disregard more than $50 in f;hsid support.

Commenis:
This could $;gmficant}y reduce the amount of child support avmiabla to offset AFDC
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.

'
i

B. TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

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 pmgrammahc 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 all or some of the current ehgibﬁzty
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?

*  JOBSWORK/Child Care 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 chxldcare 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 regular program. Cost estimates for demonstration programs should
reflect gradual phase-outs (and phase-in's where appropriate).

1. Microenterprises

Proposal:
$10 million per year for microenterprise demonstration activities.

Comments:

It should be clarified whether funds would be mandatory or dzscz‘etzonary 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 !

Froposal: '

$75 million per year for matching deposits into individual development accounts,
with funds usable for self-employment/business capitalizadion, home purchase,
post-secondary education, and retirement purposes



Comments:

Not clear 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.

addr&ssed 1mmed aateis? 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.

i
Comments: ’
It should be clarified whether this item is included in the package and specifics
should be provided. |

4. Child

:

Proposal: 2'
Child Support Assurance demos — Up to six States would test the success of the
government guaranteeing child support payments

Commentis: '

It should be darified whether funding is intended to be open ended mandatory,
capped mandatery or discretionary? If open-ended, would there be a limit on the
number of participants, or could the demonstration include all of the six largest
States?

F. IMPROVING GOVERNMENT ASSISTANCE r
1. State flexibility on earned income and child support disregards .

Proposal:

States would be required to disregard the first $120 in monthly aammgs, with States
deciding on any percentage disregards in addition to the $120. For child support,
States would be able te 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 cuurent waivers, The basis for the cost
estimates is not clear. Pricing should factor in Medicaid, Food Stamp, and child care

S



effects, 4

2. Conform AFDC to Food Stamp asset rules {except for automobiles)

Proposal:

Legislation would have AFDC adopt Food Stamp asset rules with the exception of
the automobile exclusion. Regulations would be issued to increase the AFDC auto
exclusion.

Comments:

It appears the estimates assume that liberalizing the automobile asset test by
regulation will reduce the cost of increasing the liquid asset allowance. Since
estimates must be against the FY95 Budget baseline, new regulatory changes may not
reduce scorable costs. Medicaid costs do not appear to be included and should be.

i
i
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Proposal: !

Disregard the EITC 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 the EITC for a year after receipt for applicants effectively increases the
liquid asset limit by up to $3,370 (for a total of up fo $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 inctuded and should be.

4. Conforming AFDC policy on correcting underpayments to Food Stamp policy,

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 pmcmg is limited, it would be helpful o understaxzd the
assumptions used to estimate this item. :



CROSSCUTTENG IS5UES

1. Federal Matching Rates

Proposal
Federal and State governments would share any new net costs of welfare reform at
an 80/20% split respectively.

Comments:

All existing line items in the table should be shown at current law matchmg 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 cutcomes should also be provided. §

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, EITC 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

FProposal: !
Current law. ‘
Comments: be
Under the Budget Enforcement Act, the Welfare Reform proposal must,pnced off of
the January baseline. Savings from EITC and Health Care Reform cannot be
assumed in pricing the proposal. If current cost estimates are not based on the OMB
January 1994 baseline, please do so.



4. Inferactions Among Provisions

T

Proposal:
N/A

Comments: et
It is not clear how many inferactive effects among provisions havesdncluded 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 pmmswns It should be noted where iterns have been priced
interactively and where theéy might be interactions, but they have n@% been priced,

5, Cost-neutral waivers :

Propasal:
Some States have cost-neutral waivers to demonstrate some of the changes that

wotld 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 wstg,
This should be clarified and eliminated if true.

6. Outlavs vs. budget authori

E

|
Proposal: NA i
i
Comments: '
It is not clear 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.



