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Descriptions of the Tables in first paragraph don't
corraspond to what is actually on the tables. g; Mi )aw

Is post sharing at 80/20 only for certain parts of the

package? P. 3 indicates federal share of working poor child #J%M-
care would he &300 of $750 million (66%)., Alsc, Table 2

bottom lines 40 not look like BO/20 - so discrepancy should\MT;y@
be explained. .

P. 2 - description of phase in indicates that 35 percent of f(7 Tl
the oaseload would be In mandatory education or training. &~

The description of what they are doing should be "engaged in Z
structured activities designed to Ffind or prepare for work,”\{¥%§

P. 2 ~ why is deferral group 29%7 Of 89 percent not off k
welfare, wouldn't only 25 percent of them be deferred? nAa

Wouldn't that be 22%7
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Why wouldn't we continue the mandatory activities, but with
self-reporting at minimal cost, a la Michigan? <f55£x

P. 3 - as mentionad above, child care cost sharing doess not
mateh between Package 1 and 2,

P. 3 ~ description of Teen Pregnancy Orants should be
revigsed to reflect the possibility that this money ¢ould go
to a bold, new national initiative aimed st at-risk youth in
at least 1,000 of the country's poorest schools.

P. 4 -~ the IDA and microenterprise programs appear to have
been cut re than any of t other demos from their

original buidgeted amcunts. he numbers on the tables in the
back are nok consistent. Package 1 leaves these at roughly
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AMERICAN FHBLELIC WELFARE ASSOCIATION ?\OMS

Kevin W, Concannon, Presidont

A, Sidney Joboson 5, Bxecuthve Director

MEMORANDUM

To: Mary Jo Bane, David Ellwood, Bruce Reed
Co-chairs, Welfare Reform Working Group

From: A. Sidney Johnson I, Executive Director
Subject: APWA's Welfare Reform Proposal
Date: November 2, 1993

We look forward with interest to presenting and discussing APWA's Welfare
Reform Proposal with you at our meeting Tuesday, November 23, 1993 at 3:00

pm.

In order to provide you with a preview of our recommendations, | am ataching a
summary for your review.

Given our decision to discuss our proposal with you before circulating it in the
Washington community or releasing it ;mbiically, I would ask you to respect their
confidentiality.

Brets oo 15 ,»“”
Me’" ’J{W M
,w

810 First Sireet, NE., Suite 300, Washinglon, D.C. 20002-4267  (202) G82-0100  FAX: (202) 289-6355



APWA Task Force on Self-Sufficiency
SUMMARY OF RECOMMENDATIONS
Prepared for State Human Service Commissioners and Secretaries
September 27, 1993

Introduction

This document provides an update on the progress of the Task Force on Self-Sufficiency
in developing APWA's recommendations for next steps in welfare reform.

Background on the Task Force on Self-Sufficiency

Immediately following last November's presidential election and in anticipation of a
national debate on welfare, APWA appointed a 17 member task force comprised of state
and local human service administrators and program administrators to review current
policy and program options and develop our own recommendations. (The list of task
force members is attached.)

The Task Force first met in December 1992 at the winter meeting of the Naitonal Council
of State Human Service Administrators in San Diego. The Task Force has met each
month since then. In that time the Task Force has met with experts in welfare policy,
representatives from the new administration, congressional staff, and advocacy groups.
Task Force members shared information about their own programs and experiences and
reviewed volumes of research and policy data.

Purpose, Principles, and Priorities

The Task Force began its process by developing a purpose statement, a set of guiding
principles, and a list of policy priorities for welfare reform.

The purpose statement, which is included as an attachment to this document, outlines the
goal of our work as human service administrators—-fo promaote policies that not only
reform the welfare system and related systems, but reduce poverty as well.



The principles were developed to guide the development of the specific
recommendations. These principles include:

¢ Work is valued;
o Both parents are financially responsible for their children;

¢ There is a mutual responsibility on the part of government and the family with self-
sufficiency as the goal; and

o A service delivery system must be effective and efficient.

From these principles six policy priorities have been developed: (1) self-sufficiency
through work; (2) improving the creation of jobs in the private sector; (3) increased
federal funding for the JOBS program; (4) improving child support enforcement; (5)
making work pay; and (6) improving simplification of AFDC, food stamp, and Medicaid
policies.

These priorities are interrelated and should not be viewed in isolation. For example, we
cannot hope for self-sufficiency through work without ensuring that there are jobs. When
AFDC parents go to work it is important that going to work pays and that AFDC parents
have sufficient income and supports to enable them to leave and remain independent of
welfare. As part of that income support we need to improve the collection of child
support.

Priority #1: Self-Sufficiency Through Work

Our proposal is based on the belief that a majority of welfare recipients want to work and
that government has the responsibility to ensure they are provided every opportunity to do
so. To demonstrate this mutual goal, everyone who makes an application for AFDC
would have to enter into an Agreement of Mutual Responsibility. The agreement would
include a requirement that the parent and the agency participate in an assessment and
development of an employability plan. The employability plan would be completed
within 90 days of eligibility determination.

APWA
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To achieve the goal that every parent receiving AFDC should and can participate in some
activity, we propose & three-part Job Opportunities and Basic Skills (JOBS) Training
program in which, within 50 days of eligibility determination, all AFDC parents will be
expected to begin to participate.

The program would consist of:
1. JOBS preparation for a limited number of AFDC mcipieézs;

2. JOBS career-focused education and training; and

3. JOBS mandatory work, in which AFDC parents who complete the second phase
would be required to work in an unsubsidized private or public sector job, with
comumunity work experience programs (CWEP) available as 3 last resort. This
requirement becomes effective for all phase II participants after two years of
participation in education and training,

JOBS preparation would include those who have severe or multiple barriers to
employment--parents typically exempt under cwrrent rules and pregnant and parenting
teens who are expected 1o complete school. Individuals may participate as volunteers in
their community, attend remedial education programs, or both. Our proposal does not
require all AFDC parents to participate in & "structured” program activity. For some the
employment plan may spell out their responsibility to cere for a disabled child or other
adult member in the household, The goal for participants in this phase is to move into the
career-focused education and training phase and/or employment. States would be
required to meet an outcome-based "graduation rate” representing movement from JOBS
preparation into education and training. ln addition, the welfare agency would be required
to impose & reasonable time limit on each individual's participation in this phase.

The career-focused educetion and training phase is designed for those parents wham
states determine to be employable or who volunteer for placement in this phase. States
would be required to offer education, skills training, job readiness, and job development
and placement and all of the components under JOBS that are currently optional: job
search, on-the~job training. work supplementation, and CWEP, Participation in post-
secondary education would be permitted but limited to no more than two yesrs.

APWA
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After two years in this phase, parents who cannot find employment will be required to
work as a condition of continued eligibility for financial assistance and support services.
Placement in unsubsidized private and public sector jobs would be the highest priority.
The Task Force recommends that, only as a last resort, those not working in subsidized
employment be placed in CWEP, Individuals working at least 20 hours per week would
meet the mandatory work requirement.

The intent of the proposals is that AFDC parents will never reach the two-year limit.

All states would be required to establish JOBS programs and provide child care and
support services as federal and state resources permit, If funding is not available to serve
all participants in these activities, states would still have the option of establishing
community service programs for parents who wish to volunteer in their community. The
provision of child care and other support services may be provided by the state for these
volunteers.

Participants who fail to participate in the Agreement of Mutual Responsibility or any
phase of the JOBS program, refuse 1o accept employment, terminate employment or
reduce eamings without good cause would face a 25 percent reduction in the family's
AFDC grant and food stamp benefits.

Other provisions:

¢ Case mansgement will be available to all participants.

s Child care, support services, transportation and work related costs would be provided.

» Transitional child care and medical assistance would be provided for 12 months and
an additional 12 months at state option. States may provide case mmi for
those leaving AFDC for work for up to 12 months.

o States would be allowed to supplement earnings by expanding the earned income
deduction or other methods to reduce the ratable reduction in AFDC. States would be
allowed to implement such changes by amending their AFDC state plan.

e The program would be funded as an entitlement with 90/10 funding available for the
amounts expended over a state’s FY 92 expenditures.

APWA
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¢ [f employment or family circumstances change, former recipients will be allowed to
return to AFDC mandatory work or JOBS under specific conditions. If the parent is
determined to be employable, he or she would face the mandatory work requirement.
Individuals could participate in JOBS only if they were determined not to be
immediately employable, had time left on their two-year limit, or were determined to
have experienced a drastic negative change in employability.

Priority #2: Job Creation

Our proposal recognizes that the goal of self-sufficiency for the welfare system's clients
cannot be achieved through the intervention of the welfare system alone. It emphasizes
the need for employment that results in family self-sufficiency as the successful end-point
for both client and agency efforts. It underscores our preference for jobs in the private
sector—the primary source for economic growth and development.

To help develop private sector jobs and ensure that they will be available to our clients,
we recommend three strategies:

1. Expanding the use of on-the-job-training, work supplementation, the Targeted Jobs
Tax Credit, and other existing private sector incentives. These are proven methods for
increasing the role of the private sector in hiring welfare recipients. Work
supplementation, while currently utilized in only limited ways by states, could be a
greater resource if we drop the requirement that such jobs must be newly created and
vacant positions. This requirement makes it difficult for our offices to find such
positions for clients. The Task Force proposal strongly endorses such a change.

2. Creation of a new, adequately funded job development/job creation strategy that
would target 75 percent of its employment opportunities to JOBS graduates and 25
percent to the working poor. This new money would not be used to create a new
program If the expansion and further targeting of already existing programs—Ilike the
TJTC and enterprise zones—would fulfill the purpose. We propose discussions with
business representatives, economic development and employment agencies, labor
unions, and others to determine how best to use the new appropriation; and

APWA
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3. Enactment of the National Service Act as a viable employment and education option
for AFDC recipients. This program provides education awards of $4,725 per year for
2 maximum of 2 years of service in human services, education, environment, or public
safety. It would mean that people age 17 or older, including AFDC recipients, could
perform community service before, during or after their post-secondary education.

Policy #3: Increased Funding for the Current JOBS Program

The Task Force believes that some mechanism must be ¢reated to increase the investment
in the current JOBS program and that this step can and should be taken while discussion
continues on the next steps in welfare reform. The Task Force on Self-Sufficiency urges
the administration and Congress to provide an immediate increase of federal funds for
JOBS to enable states to fully and effectively implement the program during the interim.

The Task Force on Self-Sufficiency recommends that this be done by:

o Decreasing state matching requirements for both program and administrative costs
under the JOBS program; '

» Simplifying the state match requirement; and

« Increasing the capped entitlement amount authorized in the Family Support Act
(currently set at $1 billion and increasing to $1.1 billion in FY 94 and §1.3 billion
in FY '95 then decreasing to $1 billion in FY '96 and thereafier),

Priority #4: Child Support Enforcement

The Task Force believes that a more effective child support system is & critical part of
welfare reform. Both the custodial and non-custodial parent must accept primary
responsibility for the support of their children. Despite recent improvements by the
states, the current system is still not working very well. States do not have the tools or
the resources to run a truly effective system. Only 60 percent of eligible women have
child support orders and only half collect the full amount, This means that 75 percent of
custodial parents entitled to child support either lack support orders or do not receive the
full amount due under such orders.

APWA
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We propose a three-part solution:
1. Improve paternity establishment by
® requiring states to develop procedures for voluntary parentage acknowledgment
both in hospitals and through an administrative process operated by the state IV-D
agency. :
2. Improve the establishment of the child support orders by

¢ requiring states to provide uniform rules for jurisdiction of orders through the
Uniform Interstate Family Support Act (UIFSA) and

¢ establishing national support guidelines
3. Improve enforcement and collection by

® requiring employers to report new hires within seven days to the state via a copy
of the W-4 form.

e ensuring that children receive adequate health care coverage by mandating that
federal and state laws provide for access to coverage for all eligible children
regardless of their residence or the manital status of their parents.

We also have three other top priorities: -

1. Ensuring adequate resources through funding reform and simplification of the funding
mechanism for child support enforcement.

2. Reforming the child support audit process by changing from a process-oriented
system to an outcome oriented system.

3. Establishing a limited number of demonstration projects of child support assurance
that are fully federally funded.

We believe these recommendations will produce a more effective child support system in
which both parents accept responsibility for the support of their children.

Priority #5: Making Work Pay

APWA
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When an AFDC recipient leaves welfare for work today and camns a wage that still keeps
her poor, has a job that does not provide health care coverage, and lacks access to
affordable child care, it is highly probable she will eventually retum to welfare. Previous
attempts at welfare reform, including the Family Support Act, have not adequately
addressed strategies to "make work pay” to help alleviate the high rate of multiple spells
on welfare. The Task Force strongly believes that unless the following steategies and
recommendations are adopted and in place, the goal of reducing poverty and increasing
self-sufficiency among poor families will not be realized.

Health Care Reform

National policy must assure access 1o health care for America's poor families and
children, As stated in APWA's 1988 report, Access, assuring the availability of health
care for poor children and their families 1s a matter of equity and economic necessity,
Health care is critical to strong, stable, self-sufficient families. It is critical for children to
grow and thrive. We must reform the nation’s health care system to make basic health
care services available to all citizens regardless of economic status. Individuals and
families have a responsibility to pursue self-sufficiency through employment. Success in
attaining self-sufficiency requires that health care needs sre met.

Expansion of the Earned Income Credit

The Task Force's guiding principles ¢all for federal policies to support familics to move
toward the greatest possible self-sufficiency. A major step toward meeting this goal is the
recent expansion of the Earned Income Credit enacted by Congress under the Omnibus
Budget Reconciliation Act of 1993, The five-year, $21 billion expansion will mean that
families with a full-time worker and two or more children would receive a $4 wage
supplement for every $10 of the first $§8,425 they earn. A family of four with full-time
minimum wage earnings would receive 8 credit of $3,370 which--assuming the family
receives food stamps and the minimum wage i3 indexed to inflation~would Lift such
working families to the federal poverty line.

The Task Force also believes that more can be done to improve outreach efforts to both
recipients and employers. First, we support a requirement that all AFDC, food stamp,
and Medicaid recipients be notified in writing of the availability of the Earned Income
Credit upon application for and termination from these programs. Second, we support a

APWA
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requirement that all employers offer the advance payment to all new employees at the
time of hiring.

Other Considerations

As part of the administration's making work pay strategy for welfare reform, President
Clinton has proposed raising and indexing the value of the minimum wage--that is,
adjusting the minimum wage each year for inflation. The Task Force believes that a
combination of increasing the minimum wage and expansion of the Earned Income Credit
represents 8 shared burden between the public and private sectors in helping to make
work pay. 'While we favor raising the minimum wage level eventually, however, concern
about the current weakened economy, continued job loss, and U.S. competitiveness in the
global economy make it unrealistic for us to propose a change at this time.

Child Care

The Task Force believes expanding quality child care options for low-income families,
especially those leaving AFDC, as an essential part of making work pay. Ultimately,
quality child care should be provided principally through the private sector, with publicly
financed care available on a sliding fee scale to all families who need it. The goal is to
eliminate any incentive for working poor families to apply for welfare in order to receive
child care assistance.

While we seek a universal child care system, we acknowledge that goal is a long-range
one due to budget constraints and capacity issues. Appropriate first steps can nonetheless
be taken now to ensure that the system more rationally, and successfully, supports family
efforts to move from welfare to work. An important initial step is to make the Child and
Dependent Care Tax Credit fully refundable.

We recommend that state be allowed:

® To provide Transitional Child Care (TCC) for at least 24 months;

e To provide At-Risk and TCC during a job search period,

¢ To have greater flexibility in developing requirements for unregulated care;

APWA
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¢ To have more flexibility in determining market rates and allow multiple statewide
limits;

¢ To have greater flexibility in the use of CC&DBG funds for administrative costs; and
o To set differential payment rates within a category of care for CC&DBG;

The Task Force also recommends increasing funding for the At-Risk Child Care program
and reducing state matching requirements under the program.

Priority #6: Program Simplification and Coordination

Simplification and coordination of public assistance programs has been a goal of
administrators and program advocates for a long time. The need for simplification has
grown even more acute in the last three years as national AFDC and food stamp
caseloads have experienced unprecedented growth and state budgets have been unable to
keep pace—-taking their toll on many welfare offices. Program complexity and
incompatibility also make it difficult for those of us who deliver state social services to
make referrals and perform other case management tasks—activities that we know are
necessary for successfully helping recipients access services that may move them toward
self-sufficiency.

Many of the 57 recommendations developed previously by the NCSHSA for
simplification and coordination are low or no cost, and several even generate savings.
Among the more critical recommendations, which should be implemented in law or
regulation as quickly as possible, are the following:

1. Streamline collecting and processing application information, such as:

¢ Simplifying the food stamp program and conforming it to AFDC by removing current
detailed food stamp requirements.

¢ Adopting a policy allowing states to deny an application if the household does not
provide requested verification within ten days.

o Simplifying both AFDC and food stamps by allowing states to choose what
information to verify.

APWA
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2. Simplify changes and budgeting policies in AFDC and food stamps.

To simplify how our offices track changes in a family's wages, family composition, and
expenses, we have various recommendations. We include several that would conform
AFDC to food stamp policy, for example, regarding the effective date of changes and
supplemental benefits to new members. APWA also recommends conforming AFDC to
food stamp policy to allow retrospective budgeting of non-monthly reporters and to
eliminate the 10-day reporting requirement for monthly reporters.

3. Changes in income and deductions policies in AFDC and food stamps.

Because this issue is so complex, APWA has proposed a number of specific
recommendations. Briefly, the proposals would make the following changes:

Completely exclude several types of income now counted in one or both programs;
Conform the two programs in the many detailed areas where they now differ;
Disregard all educational assistance; and

Conform the programs with respect to dependent care expenses and the incentive
disregards for holding a job.

* & & 9

4. Recertification and redetermination of eligibility.

To coordinate the recertification/redetermination process for a given family, we propose
allowing an open-ended approval of benefits for all families in both AFDC and food
stamps, with required reviews of cases at least every 24 months.

5. Counting resources.

Because different rules for both amounts and allowable types of resources create timely
and costly problems for both staff and participants, APWA recommends common
definitions of excluded property such as the value of insurance and burial plans, and the
same cash-on-hand limit. We support the recent policy change for food stamps contained
in OBRA 1993, which provided for an increase in the allowable value of vehicles toward
the food stamp resource limit ($5,000 in October 1996), and urge Congress to enact a
similar change for AFDC.

6. Employment and Training,

APWA
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Dus to the overlap in clientele in JOBS and the Food Stamp Employment & Training
program, most states are now finding it best to coordinate these two work programs.
However, a multitude of differences in AFDC and food stamp policy hampers these
efforts. Therefore, the Task Force recommends that HHS and USDA, in consultstion
with the states, coordinate as many elements of these two work programs as possible. At
a minimum, the areas to be coordinated should include:

o design of program components,

» funding,

» criteria for participation,

« penalties for nonparticipation,

+ standards 10 be met, and monitoring systems.

APWA
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POST-TRANSITIONAL WELFARE
DESCRIPTION OF ONE OPTION

Breface

Thisg Post~Transitional Work Option assumes that intensive efforts
have been made during the transitional period to get AFDC c¢lients
enployed or ready for employment. It is assumed that most of
those who have substance abuse problems that prevent their
enployability will have been "smoked out” and seither have
successfully undergone a trestment program or failed to cooperate
and were sanctioned. It is assumed that clients who have
disabilities that prevent them from working will be supported by
another program. It is assumed that remediable barriers to
employment, such as minor health problems, would have b&en
addressed in the transitional pericd.

It is assumed that there would be some criteris for delaying the
vime limit for certain people. This could ke in assocciation with
a phase~in strategy that targeted certalin subgroups for the
program and temporarily exempted others., There could also be
temporary exemption criteria associated with age of youngest
child, eanrollment in a not-yet-completed vogational program, etc,

Nature of the Assignment

Able~hodiad AFPDC clients who have reached a transitional
assistance time limit will be assigned to iob search for up to 6
weeks.  Those who do not find work will be given OJT vouchers to
find work in the private sector for ancther 3 weeks. Those who
are unable to find work sither on thelr own or with a wvoucher
would be assignad to Public Work Program slots.

Entry into the entire program would be voluntary, but individuals
who do not participate can only get food stamps, and, perhaps,

wo [Child support insurancedand housing assistance. In order to stay
in the Public Work Program, participants would have to comply
with its rules. These could be administersed either by State
Welfare Departments or State Departments «f Labor,

The 0JT veouchers would provide a 50% wage subsidy to employers on
up to the first 310,000 of wages paild to the employge. This job
subsidy would be limited to 1 vear, with expectation that the
employer would continue to employ the enmployee on a continuing
basis. QJT vouchers will be targeted towards occupations with
proijected high job growth such as retall sales, medical aides
ete,. {see Attachment A} Total compensation to the smployee would
- pe at the prevailing market wage.



Public Work Proyuram Jo

Job slots will be created within local governments and through
contracts with private, non-preofit employers. Workers will be
compensated at the federal or state minimum wage, whichever is
higher. EBach job will be for a set number of hours per week.

States and local governments have the discretion to contract for
job slets ranging from 20 to 49 hours per wesk. Yo work
assigrments of less than 20 hours per week would be acceptable
unless the c¢lient had a part-time private sector job. Ten hour
PWP job slots would be allowed 1% t¢he enrcliee has a part-time
private sector job and the two jobs together added up to 20 or
more hours.

Workers will continue to be eligible for food stamps based on
current rales, .

PWP jobs should operate like real ijobs with clients receiving &
biweekly paycheck on a pay.for performange basis. With a minimum
20 houxr per week assignment pald at the minimum wage, workers in
low benefit states will be earning more than the benefits that
they would have gotten under AFDC,

States with higher AFDC benefit levels have the option of
establishing longer work assignment hours and/or supplementing
the minimum wage pay with employment subsidies to reach what the
family would have gottesn as a maximum AFPDC benefit,

adult clients who consistently fall te perform in thelr jobs
satisfactorily will be "fiyed,” in effect a whele family
sanction. It is assumed that the children would continue to
receive benefits under a child support assurance system. If no
such system is in place, efforts would have to be made o ensure
that families about to be sanctioned would have access to other
services such as drug counseling or child welfare services.

To enconrage movement to regular joba, ¢lients will alsc be
expected to spend a portien of their time doing supervised job
sgarceh either on an individual basis or through participation in
a job tlub. States can set up job search before and after each
time limited PWP assignment or set aside a sumber of hours each
week for glients to do dob search in addition to thelr PWP ijob.
The time spent doing job search could be included as part of each
participant’s regular work assignment. The Department of Labor’s
proposed One-sStep BShop information system could be an lmportant
resource for this activity.

Employment in the low-wage sector is unstable. Manpy individuals
who leave transitional assistance or post-transitional public
jobs for private sector Aobs risk losing these jobs and needing
temporary suppoert while looxing for their next private secter

2
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job. These individuals would be able to g0 into or return to the
PWP program.

Counseling and Cage Management

Participants in the PWP program will have access to counselars o
case managers. To stress that this is a different program, this
will be a different set of staff from those in the transitional
program. Many former transitional assistance yvecipients will
also have unstable situations regarding thelr families, their
jobs, and their health. ‘Therefore, at least a minimal amount of
counseling or case management will continue to he available even
after recipients find private sector jobs.

Alteruative Work Programs

States also have the option to augment. their PWP program with
smaller-scale strateglies, including efforts to subsidize private
employers to employ time-expired clients through wadge supplemen-
tation strategies. These would be of limited duration, probably
ne longer than the 9 months of AFDC supplemented work permitted
under current law and employers would be expected to offer
regular employment to the participants. Under the work
supplementation program, the States’ share ¢f each client’s wage
can be below minimum wage so long as the combination of the
government's share and the employers contribution is at least at
the minimum wage level.

Type of Work

The employment will be entry-level work compensated at the
minimom wage. As designed, these are not jobs that are meant to
compete with private sector work., At the same time they should
be useful, genuine work and not make-work., Displacement
provisions such as the provisions found in the National and
Community Service Act {ses Attachment B} could bes adopted.

Normal employer-employee relationships would be expected.

Using past CWEP and public service employment as examples, the
types of jobs would inelude social service positions such as
retall workers, teacher's aldes, health aides, office clerks,
home health aides, c¢hild care and Head Start workers!', recre-
ational aides, library assistants as well &8 clerks in welfare
and employment agengles. Outdoor assignments conld include
gardening, park maintenance, and road repair.

1. See “Training Welfare Recipients to be ¢hild Care ¥Workers,®
by the Child Care Issue Group.
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Where community organizations have the rescurces to supervise,
groups of workers will be assigned to special proiects within
theilr own communities, including youth projects, painting and
housing rehabilitation, recycling programs, senicr citizen’s
programs, setting up and running a family day care progran,
community beautification, and entreprenewrial endeavors.
Participants would be encouraged to see thelr work as service Lo
their communities.

In additicn to helping the community, programs would he expected
to foous their efforts on developing work pesitions in the
ogcupations noted earlier for which there are large numbers of
jobs in the economy, and which have large projectaed job growth
over the next several years.

States can structure some programs that offer work and training
epportunities simultaneously. Clients whe work in healith and day
care programs, for example, might be able to pursue morg advanced
training and education leading to certification in the nursing
and day care fields. States could zlso offer concurrent basic
education and employment similar to the (BT madel. Heowever the
PWP program only will fund those activitlies that are actually
work and the work hours must be at lgast 20 hours a week.

Slots are Not availsbie

If States do not create enough PWP slots for time-limited clients
whe have not found other jobs, clients would pe assigned to do
supervised job search. Measures would be taken to ensure that
sericous job search efforts were made. There would be standards
for the minimum number ¢f emplover contacts and interviews that
would have to be made. (Some state now only reguire 4 employer
contacts a week under JOBS.} So long as they are satisfactorily
doing job search, clients would receive job search benefits at a
level equivalent to 20 hours a week at the minimum wage,

The federal match rate for this activity would be lower than the
match rate for PWP activities to give States incentives to create
more work positions,

Hon-Cuztodigl Parents

Bach State must allocate 10 or 15% of their PWP funding to
creating work slots for non-custodial parents who owe child
support. At States’ discretion, the funds could be distributed
evenly throughout the State to reach non-custoedial parents over a
wide area or they could be used to establish separate programs
for non-custodial parents in limited parts of the State.
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Treatment of Earnings

Should employees in PWP jobs qualify for BITC and unemploy-
ment benefits? Some issue group members believe that EITC
should be denied to give participants greater incentives to
move into private sector employment. Other group members
believe that the difference between the minimum wage and
market wages will be sufficient incentives for pesople to
move on and that people in PWP jobs should have & right to
EIPC. There is agreement that current law rules for
workers’ compensation and the Social Sscurity program
{including payment of FICA tax} should apply.

Design of work program

Somé group members belleve that PWP jobs should be ' restrigt-
ed to high growth occupations identified by BLS e.g. nursing
sides, child care workers, gardeners, teacher aides, home
health aides. This is to provide for a natural transition
te private sector employment. Other group members believe
that there should be more emphasis on community service and
that there should be more local discretion to identify
locally available PWP opportunities.

Mateh Rate

Some ilssue group members believe federal PWP funds should be
allocated te the states without any state match regquirement.
That way we would not be leaving funding of this job program
Lo state legislatures which, if they put less state money
in, draw down less funding overall for the program.

Others believe that there should be matching and that rates
of matching should be varied to influence state behavior.
For example, federal match rates might be decreased if an
individual has been in the PWP program for a yvear or more.
This might induce states to work harder to get PWP partici-
pants into private sec¢tor jobs. On the other hand, it might
encourage states to “dump” their clients,

The funding issue also raises gqguestions about whether or not
the public work program is an entitlement for the population
that does not find private sector 7jobs after transitional
asgistance ends. Will States be required to provide slots
for everyone that is eligible or will they only be requirxed
te provide a certain number of PWP positions, exempting
sveryone else from the reguirement? There 1s no consensus
within the issue group on this issue.
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DESIGN OF POST-PROGRAM EMPLOYMENT PROGRAM

[t is expected that large numbers of women and men will continue o require income support
when they reach the AFDC two-year time limit,  In general, the current plans are (0 pat
these individuals into community work experience positions.  These work experience slots
would pay the minimum wage, and would vary depending on the needs of the individual
from 20 10 40 hours a week. One concern with this plan 15 that a fair proportion of women
and men receiving AFDC may have little prospects of finding private seclor employment,
and may need fo stay in work experience positions for several years. This would result in a
targe and costly public employment program.

A way of addressing this concern would be to Timit work experience positions {o ocoupations
in which there are large numbers of jobs in the sconomy, and which bave large projected job
growth over the next several years. There are several occupations in the 1.8, which pay
low wages and have high turnover, but in which a person can fairly readily find Work once
they have some experience.  Such occupations include retail salespersons, cashiers, office
clerks, child care workers, nursing aides, and home health aides. With national health
insurance, the Bamed Income Tax Credit, and a minimum wage increase, people will be able
to make a living out of these occupations.

If we train and place AFDC recipients in these occupations we will not necessarily be
displacing other low-skilled persons. The labor market for jobs in these occupations can be
seen as a game of musical chairs. A person seeking work in these occupations may be
temporarily unemployed, but eventually will be able to find a job. For example, there
currently are 2.7 miilion office clerks in the economy, 1.3 million nursing atdes, 875,000
gardeners, and 725,000 child care workers, Training 100,000 AFDC recipients in each of
these occupations will not displace and equivalent number of workers. It will simply
increass the time it takes persons tox find jobs in the occupations.

Projections from the Bureau of labor Statistics (BLS) of occcupations with the largest job
growth over the next 12 years include the following which are relevant to the AFDC
population {with current employment levels in parentheses):

retail galesperson (3.6 million)

registered purses (1.7 million)

cashiers (2.6 miflion)

otfice clerks (2.7 miliion}

truckdrivers (2.4 million)

janitars amd cleaners (3.0 million)
nursing aides, orderites, and atendants ((1.3 million)
food counter workers (1.6 million)
watters and waitresses (1.7 million)
receptionisis (900,0003

food preparation workers (1.2 million}
child care waorkers (725,000)

gardencrs and geounds kecpers (875,000)

£
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guards (R&5,000)

teacher akies and educational assistants {800,000}
licensed practical nurses {640,000

home health aides {300,000}

restaurant cooks (615,000

maintenanee repairers (1.1 million)

secretaries (3.0 million)

short order cooks (750,000)

stock clerks (1.2 million)

Training could be provided for all of the above gcoupations during the two-year period while
individuals are on AFDC. Work experience in the post- AFDC period would be difficult to
pravide in occupations geared exclusively to the private sector--retail sales, cashiers,
waitresses, food counter workers, truck drivers, janitors and cleaners, and food preparation
workers. However, it would be possible to use on-the-job training vouchers to get women
trained and placed in these occupations during the post-AFDC period.

The occupations for which work experience could appropriately be provided during the post-
APDC period include office clerks, receptionists, secretaries, pursing aides, child care
workers, gardeners and groundskeepers, teaching aides, and home health care aides.
Community-based organizations, local governments, hospitals, and publhc schools would the
sponsoring agencies for the clerical, nursing aid, gardening and grounds keeping, and
teaching aide positions. Home health care is provided through a variety of deliverers,
including hospitals, not-for-profit agencies, visiting nurse associations, State agencies, and
proprictary firms. Work experience slots could be sponsered by any of these deliverers
except proprictary firms,

Where to place the child care slots is more open 1o guestion. Several people have promoted
the idea of having child care work expenience slofs serve the dual purpose of providing ¢hild
care for the AFDC women in job training or at work. This may mean creating a new agency
to operate these child care programs.

If we limited work experience slots 1o the above occupations, it would be a relatively smoath
transttion for individuals 1o move into regular private secter or public sector jobs. Job
placement and job clubs would be offered as part of the work experience, and the higher
wages in regular jobs would be incentive enough for people fo want to move on 16 find such
jobs. Case management and child care would need to be continued throughout the work

experience period, and then on into the penod when enrellees are working on their owa,

N
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Attachment B

MODEL NON-DISPLACEMENT LANGUAGE

Advocacy groups have recommended that under post-transitional
employment, we adopt the pnondisplacement language found in the
National and Community Service Act. Nondisplacement language is
found in section 177{(b} of the National and Community Service Act
of 1980, amended by the National and Community Service Trust Act
of 1993. The provisions read as follows:

SEC, 177
{b} NONDISPLACEMENT. ==

{1} IN GERERAL. -~ An employer shall not displace an
employee or position, including partial displacement such as
reduction in hours, wages, or employment benefits, as a
result of the use by such employer of a partlczpaat in a
program receliving assistance under this title.

(2) BERVICE OPPORTUNITIER. ~ A service opportunity shall
not be created under this title that will infringe in any
manner on the promotional opportunity of an employed
individual.

{3} LIMITATION ON BERVICES. -

(A} DUPLICATION OF SERVICES. - A participant in &
program receiving agsistance under this title shall not
perform any services or duties or engage in activities
that would otherwise be performed by an employee as
part of the assigned duties of such employee.

{B) SUPPLEMENTATION OF HIRING, - A participant in any
program receivipng assistance under this title shall not
perform any services or duties, or engage in activi-
tisgg, that-

(1} will supplant the hiring of employed
workers;

(ii}) are services, duties or activities with
respect to which an individual has recall rights
pursuant to a collective bargaining agreement or
applicahle personnel procedures.

{3 DUTIES FORMERLY PERFQRMED BY ANOTHER EMPLOYEE. -
A participant in any program receiving agsistance under
thisz title ghall not perform services or duties that
have been performed by or were assigned to any -
{1} presently employed worker;
{ii} employee who recently resigned or was
discharged;
(iii) employee who -
{1} ig subject t0o a reduction in force;
or
{Il} has recall rigﬁts pursuant to a
collective bargaining agreement or
applicable personnel procedures,
(ivy employee who 1s on leave {terminal, temporw
ary, vacation, emergency, or sick}, or
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(v) employee who is on strike or who is being
locked out,

In additien, section 131 of the Act requires that applications
for assistance include assurances that the program will:

SEC. 131 (c¢}

{2} prior to the placement of participants, consult
with the appropriate local labor organization, if any, represent.
ing employees in the area who are engaged in the same or similar
work as that proposed to be carried ocut by such program to ensure
compliance with the nondisplacement requirements specified in
section 177;
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Septenher 28, 1983
TO: pavid

Mary Jo
Bruce

From: Wendell
Attached is a State-by-State table illustrating some of the

impacts of the hypothetical proposal for a mother with two
¢hildren.

Column

A Current law disposable income (AFDC and food stamps) for a
family with no incone.

B AFDC and FS under the proposal., No c¢hild support order.

C AFDC and FS under the propesal but with an syder and

therefore with the $70 pey month pass-through and the child
suppert assurance amount,

D~F Corresponds to A~C with 20 hours of work per week at minimum
wage, Disposable income includes earnings, less Federal
income and payroll taxes, less work expenses. No ¢hild care
expenses are assuned.

G-I Corresponds to DB-F with 40 hours of work per week at minimum
wage .

J Number of hours needed to work at minimum wage in order to
earn AFDC benefit,

K Number of hours needed to work at minimum wage in order to
earn AFDC and FS,

L-¥ Corresponds to J-K, but ¢hild support is added.

K'~-M’Disposable income if recipient works 20 hours per week in a
public work slot, without and with child support, respec-
tively. _

SNF The safety net, which is equal to the larger of 80 percent
of combined AFDC and FS less child support assurancs
amounts, or 60 percent of the poverty level (§6,712 in all
ftates except Alaska and Hawaill).

A Column A from previous page repeated.

N Disposable income after exhaustion of payments and work slot
{food stamps only}.

O Same as N with child support.

P~G Corresponds to N-O but assumes 20 hours of work per week in
the private sector.



e R

DISPOSABLE INCOME, ONE-PARENT FAMILY OF THREE PERSONS, JANUARY 1993

A B c D E F a H 1
Currant 9250 Bf2/92 Currani e Tedirk] 9/2/93 Curront 8/2/03 942103

OPTION Law Propasal Propoaal Low Proporsal Propoaal Law Proposal Proposal
Hours Worked o} o 4] 20 20 20 40 40 40
EITC X X X X X X " X X
Chuld Suppon - - X - . X - - X
AFDC X X X X X X X X x
Food Stampa X X X X X X X X X
Alabama 5,508 5,508 8,004 B.72G 8720 10,195 12,008 32,9080 14,382
Alasks 13,848 13,758 14,258 15,660 14,208 16,708 18,850 17,788 18,2658
Arizona 7,200 7,296 7,884 9,296 10,004 10,592 12,606 12,508 14,382
Arkarsas 5508 5,688 6,994 8,70 8,20 10,196 12,0006 12,008 14,282
Cahtomia 0,624 9,624 10,212 11,624 12,332 12,020 12,000 14,034 14,622
Colorado 7,388 7,363 B 184 8,728 10,328 11,144 12,008 12,6048 14,382
Connecticul 10,062 10,092 10,880 12,062 12,800 13,288 13,182 14,502 15,085
Dolawara 7.212 712 7,800 2,224 9,932 10,520 12,006 12,908 14,382
Diatriet of Columbia 7812 7012 8,400 8,812 10,520 11,108 12,808 12,908 14,382
Rorda 8,024 8,824 7512 8,924 9,412 10,196 12,008 12,908 14,362
Georga - 8732 8,732 8,532 9,844 10,852 14,240 12,008 12,906 14,082
Hawed 12912 12812 13,482 14,824 15,412 15012 18,014 18,993 17,492
daho T.020 7,020 7,608 9,032 v T2 10,318 12,000 12,900 14,0282
tlinols 7,524 7524 8,112 0,524 10,232 10,820 12,906 12,908 14,382
Indiana 8,792 6,792 7.380 8,720 2,512 10,196 12,008 12,906 14,382
lowa 7954 7,856 8,544 0,656 10,664 11,252 12,006 12,908 14,282
Kansas 8,184 8,184 B,772 10,188 10,892 11,480 12,9068 12,908 14,362
Kentucky 8,274 6,276 8,052 0,872 10,2548 11,492 12,906 13,074 14,382
Louisana 5,820 5820 6,998 8,720 8,720 10,198 12,008 12,908 44,382
Maine 8,184 5,104 2012 11,024 11,732 12,320 12,906 13,434 14,2382
Maryland 7,548 7.548 8,134 9,548 10,258 10,844 12,006 12,906 14,382
Massachusetts 8,004 8,004 9,452 10,904 11,812 12,200 12,908 13,214 14,082
Michigan (Washtonaw Co.) B, 484 8,484 0072 10,454 11,192 11,780 12,508 12,908 14,382
Michigan (Wayne Co.) 8,232 8,232 6,820 10,232 10,040 11,528 12,906 12,908 14,387
Minnozots 8,844 8,844 0,432 10,858 11,552 12,140 12,908 13,254 14382
Mississippi 4,680 4,680 7,404 2176 9,596 10,772 12,808 12,906 14,382
Misscur 6,A28 8,828 7418 8,840 2,538 10,186 12,808 12,906 14,362
Montana 7.658 7,858 8,244 9,656 10,384 10,852 12,908 12,906 14,382
Nobraska 7,440 7.440 8,028 9,440 10,148 10,736 12,008 12,906 14,382
Nevada 7,208 7,296 7.884 9,308 10,018 10,604 12,908 12,006 14,382
New Hampshire ane 8,712 0,300 10,712 11,420 12,008 12,908 13,122 14,382
MNerw Jorsay 8,028 8,028 a6t 10,028 10,738 11,324 12,908 12,906 4,382
New Maxlco 7,104 7.404 7.692 9,104 9,812 10,400 12,008 12,906 14,382
New York, (Suticlk Co.) 10,478 10,476 11,064 12,478 13,184 13,772 13,568 14 888 15412
New York (M.Y.C} 9,420 9,420 10,008 11,420 12128 12,716 12,000 13,830 +4,382
Narth Carclina 6,660 8,660 7,880 9,836 10,124 11,516 12,908 13,14 14,282
North Dakota 7,752 7,752 8,340 9,752 10,480 11,048 12,908 12,006 14,282
Ohig 7,208 7,296 7,884 2,206 10,004 10,592 * 12,008 12,008 14,382
Oklahoma 7104 7,104 7,602 8,104 9,812 10,400 12,000 12,006 14,382
Oragon 8,684 8,654 252 10,676 11,372 11,960 1 2,0().6‘ 12,0068 14,382
Pannaylvania 7,620 7,920 8,500 9,920 10,628 11,2168 12,908 12,808 14,382
Rhode Iaand 9,492 9,482 10,080 11,482 12,200 12,786 12,006 13,674 14,382
South Carclina 8,060 6,060 7.500 9,363 9,704 11,060 12,008 12,006 14,382
South Dakota 1,770 7776 8,364 8,776 10,484 11,072 12,808 12,906 14,282
Tennoaaoe 5760 5,760 7,002 9,956 10,260 11,252 12,008 12,906 14,382
Teoxas 5748 5,748 6,006 B.720 8,720 10,156 12,006 12 906 14,382
Ulah 7,752 7.752 s M2 10,3582 10,880 11,828 12,800 13,206 14,282
Vermont 8812 9,912 10,500 11,912 12,820 13,208 13,002 14,322 14610
Virginia 7,350 7,356 7.044 9,356 10,064 10,652 12,000 12,906 14,382
Washington 9,278 8,276 9,884 1,276 $1,984 12,572 12,908 13,578 14,382
West Virginia G,4068 6,468 7,058 8,720 9,176 10,156 12,906 12,906 14,0382
Wiscansin 8724 B, 724 a2 10,724 11,432 12,020 12,808 13,134 14,382
Wyoming 1,404 7404 T.o92 9,404 10112 10,700 12,806 12,806 14382
Avorago 7,052 7,850 8,052 10,146 10,747 11,480 13,0060 13,281 14,501

Haw! Undar the provisions of TEFAA (1087, manthy beasfil calculations lor AFDC B Food Slamps are rounded down to the nearsst dollar,



DISPOSABLE INCOME, ONE-PARENT FAMILY OF THREE PERSONS, JANUARY 1993

o K L L] K M Salety A N [+] L4 Q
9/243 a/2/33 8/2/93 af2m3 9/2/80 Br2/93 Nat Current 9/2/93 2/2/93 9/2/93 9f2/83
OPTION CWEP CWEP CWEP CWEFR CWEP CWEP Floor Law ACWEP ACWEP ACWER ACWEP
Hours Workad Celg Cale Cale Cale 20 20 4] 0 Q ¢ 29 20
EITC - - . - - - - - - - X
Chditd Support - - X X - X - - - X - X
AFDC X X X X % X X - - - -
Food Stamps - X - X X X X X X X X X
Alebama a 24 7 22 8,252 A,428 5,508 5,508 3,540 5,640 8,720 10,108
Alaska Ll a0 40 40 14,440 14,940 11,087 13,648 4 658 8,758 10,084 11,012
Anizona 114 ok ] 13 28 8,234 6,624 8,712 7,208 3,540 5,640 B, 720 10,105
Arkansas 11 27 7 22 4,832 8,428 5,085 5,085 3,540 5,640 8,720 10,188
California 33 40 28 38 10,564 11,552 7.7 9,024 3,540 5,640 8,720 10,150
Colorado 1M 3 15 27 8,560 9,376 5712 7,068 2,540 5,640 8,720 10,100
Connecteut 30 40 <1 38 11,092 11,020 8,077 10,002 3,540 5,540 8,720 10,194
Delaware 18 az 12 5 8,164 8,752 8,712 T2 3,540 5,640 8,720 10,150
Distnct of Columbia 22 a5 18 28 8,752 2,340 8,712 Mz 3,540 5,640 8,720 10,496
Faorida 10 31 10 24 7,064 8,428 6T12 8024 3,540 5,840 8,720 10,196
Gaorgla 15 ] 17 29 0,884 BAT2 6,712 a,732 2540 5,640 8,720 10,196
Hawail ar 40 3 40 13,845 14,144 10,338 12,912 5.004 8,004 11,312 12,008
tdaho 17 31 n 24 7,060 8,548 a2 7,020 3,540 5,640 8,720 10,198
i 10 34 14 27 B8.454 9,052 8112 7,524 3,540 5,840 8,720 10,196
ndiana 15 20 *] 23 T TA4 8,428 6,712 8,792 3.540 5.8-40. 8,720 10,190 )
lowa 23 5 17 2 B.6o8 £,484 amn2 7,058 3,540 5,540 8,720 10,196
Kansas 23 37 17 30 2124 ®,712 6712 B,184 3,540 5,640 8,720 10,108
Kantucky 12 28 14 28 8,488 9.724 06,270 8,278 3,540 5,640 8,720 10,196
Louisana 10 26 7 22 8,952 8,428 5,820 5820 3,540 5,640 8,720 10,196
Maine 24 a7 24 a3 9,664 10,552 8,712 8,184 3,540 5,840 8,720 10,196
Maryland 19 34 13 27 8,488 9.076 8,712 7,548 3,540 5,840 8,720 10,196
Masaachuaetia 29 40 23 33 2.644 10,432 IAY-] 8,004 3,540 5,540 8,720 10,108
Michigan (Washtenaw Ca.} ol 38 20 k1 424 10,012 a,7a 8,484 3,540 5,640 8,720 10,196
Michigan {Wayne Co.) 24 ar 10 a0 9,172 B, 760 6MNn2 8,22 3,540 5,640 8,720 10,3068
Minnesota 28 40 23 a3 2,784 10,372 7,082 8,844 3,540 5,840 8,720 10,150
Misslasippi a 2z 10 24 7.028 8,004 4,980 4,680 3,540 5,640 8,720 10,196
Missouin 1% 0 10 24 7,768 B,428 a,712 4,828 3,540 5,640 8,720 10,196
Montana 21 34 15 27 8,508 3,184 amn2 71,856 3,540 5,640 8,720 10,108
Nabraaka 19 33 14 26 8,280 8,968 aM2 7,440 3,540 5,540 8,720 10,190
Novada 18 3 12 26 8,248 8,836 8712 7.206 3,540 5,840 8,720 10,196
4
Now Hampshire 28 ) 2 32 9,652 10,240 = 8975 8,712 3,540 5,640 8720 10,106
Now Jernay 38 17 29 8,068 B,556 8,712 8,028 3,540 5,640 8,720 10,196
Mew Mexico 17 az 11 25 8,044 8,832 amnz 7,104 3,540 5,540 8,720 10,108
Hew York (Suffolk Co.) AQ a2z 40 11,416 12,004 8,084 10,478 3,540 5,840 8,720 10,196
New York (N.Y.GC.) 3 40 25 as 10,360 10,848 7.537 2,420 3,540 5,640 8,720 10,196
North Canclne 14 0 13 26 8,416 0.748 6,608 8,680 3,540 5,540 8.720 10,700
Horth Dakota 2 as 18 28 8,062 9,280 872 T.752 3,540 5,640 8,720 10,196
Ohig 1) a3 12 26 8,238 8,824 8,712 7,298 3,540 5,640 8.720 10,164
Okiahoma 17 a2 11 25 8,044 8,632 6,712 7,104 3,540 5.840-..., 8,720 10,156
Oragon 24 < 19 32 9,604 10,192 8,938 8,664 3,540 5,840 8,720 10,100
Poannayivania 22 35 17 28 8,860 9,448 8,12 1.920 3,540 5,640 8,720 10,106
Rhode Island 30 40 24 36 10,432 11,020 7.508 6,492 3,540 5,840 8,720 10,198
South Cardlina " T 10 24 7030 9,292 8,060 8,060 3,540 5,640 8,720 10,196
South Dakota 21 a5 16 26 8,18 9,304 68,742 1776 3,540 5,540 8.720 10,108
Tennesses 10 28 13 26 a512 0,484 5,760 5,760 3,540 5,840 8,720 10,306
Taxan @ 26 T 22 8,852 8,423 5,748 5,748 3,540 5,840 8,720 10,199
Ulah 21 as 18 29 B,112 10,050 68712 7.752 3,540 5.840 8,720 10,166
Vermont 3 40 30 ) 10,852 11,440 7,838 9012 3,540 5,640 B, 720 10,166
Virgina 19 a3 13 26 8,208 8,884 8,712 7,356 3,540 5,840 B.720 10,109
Washington 2 40 23 35 10,218 10,804 7,424 9,274 3,540 5,040 B.720 10,166
Waz! Virginia 13 29 7 22 7,408 8,428 6,476 8,488 3,540 5,840 B.720 10,164
Winconsin 28 o ] 22 a2 9,66 10,252 6,082 B,T24 3,540 5,640 BT 10,104
Wyoming 19 33 13 26 8,344 8,832 8,712 T.404 3,540 5,640 8,720 10,104
Avarage 21 34 17 29 8,979 9,712 6,891 7,852 3,600 5,708 8,764 10,279
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Title IIl. Transitional Employment Assistance d,.il...‘a

Primary Guoal is Private Sector Work. The central aim of the transitional system is
helping adolis to find private sector employment. Long periods of non—employment for shlew
bodicd adults are harmful in terms of lost income, 105t sconomic activity, lost social security
investments and-~most importantly—-lost opportunity to provide a positive example for
children of self-support through work. With health coverage, food stamps, and the EITC, a
minimum wage job is adequate for adults to go to work and support children. If an
individual is interested in moving up to beiter opportunities, he or she can continue to study
at bome, through adult school, or through on-the-job training and promotion.

] Job Search First, For those parents who are able to work the first step should be an
all out effort for job scarch. A mandatory, supervised job search requirement will help a
proportion of people who simply need a little extra help with finding a job. If the initial

" inexpensive stratogics like job clubs and resume prep do not work, the state should plan to

escalate the job search cffort. Job development, interview training, placement bounties, even
out~0f-town job scarch should be included in a ladder of services 1o get everyone to work.
America Works provides one possible model for stepping up the job-scarch effort in a cost
effective, performance-based manner. OMB indicates that such an alternative might
score as deficit reduction based on substantial research indicating the ¢fficacy of job search
assistance. Dollars spent on quality job-search programs show much better results than
short-term training programs. Experience with a wide range of inexpensive, employment
programs indicates that 30 to 40 percent of the participants will probably find employment.
Using additional approaches such as relocation and placement fees should increase the success
rates. ‘

It may be that some parents will be in the midst of a crisis and will need some time to
get back on their feet. States can use the Emergency Assistance program to assist parents
before they enter the transitional program.

. Asscssment, Long-is aining b o a¢ a Last R Rather than
spend valuable resources on assessment for everyone up front, we can postpone it until after a
concerted effort to find » job. After approximately six mopths, of continuous, intensive job
scarch, a skills assessment or development of an in-depth employment plan may be
appropriate. At this major checkpoint, counsellors may require enroliment in a training
program in order to continue receiving income support.  Alternatively, states may prefer to
offcr work experience programs or a combination of work and training. Work experience at
this point in the program should only be offered on a pay ocr bour basis to flush out those
who may have difficuities with such an arrangement.

If training is the preferred option, it should be of a certain kind, Only training
programs which require a high school degree or which lead to a high school degree should be
eligible in order to avoid many low guality programs. As Larry Katz at the Labor
Department has recommended in other policy arenas, we should stop investing in shori—term
training programs which show limited short-term results and zero long-term impact. Tuition
for longer term training (12-18 months) should not be funded through AFDC or JOBS, but
mwmg,, loans or other training programs. Continugd income support during these

S
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programs should be contingent upon satisfaciory progress toward completion——not just
participation.

Individuals who cannot benefit from job search or stay abreast of a demanding
educational or work program would not be allowed to stay in a program for re—employment. - ;}
Drop-outs would receive more intensive social services as described below in the section | U'/e il‘“‘
*After the tirse Himit"

[ Job Search Last. Individuals who complete their course or reach the end of their two
years on AFDC should become eligible for another period of mandatory or supervised job
scarch up 1o two months.

Title IV, Post Transition: Jobs and Child Insurance

The number of able~-bodied parents who do not find a job before, during or after
succeeding in a reputable training program or a pay per hour work experience, is likely to be
extremely small. Few parents would reach the time~limit even if training had no effect since
we eliminated about two thirds of the caseload 1o start, and used job search, bounties and
other methods to place most of the able bodied parents left. Those who have family
problems or emotional problems that prevent work would be unlikely to complete rigorous
training or work progranis. A subsiantial number of adulis may be potential dropouts.
However, the number of families who actually graduate from the two year program and do
not find a job is likely to be well under 5 per cent of the current caseload,

L Temporary Jobs Pool For this group, we recommend creating small pools of
temporary (up to one year) jobs based on public-private consortia at the local level.

Utilizing the private sector and community groups as employers as much as possible will
create better job experiences and reduce overheads relative 1o public sector employment.
Their administrative overheads can be minimized by pooling sesources for hinng, screening,
and providing initial orientation level training. Subsidies through grant diversion may also be
used to encourage employer participation. These temporary {one youar) jobs can be offered to
create a checkpoint as to whether the individual is really willing to work. Only 3 very small
number will be nceded because most welfare recipients will have already entered the private
sector and because the jobs will only be offered on a temporary basis. In addition, only
individuals who have had satisfactory performance in demanding training or work activities
should be offered these "real jobs" at the end of the time~limit: the America Works model
could serve this function at the end of the time-limit in addition to being used in the initial
job-scarch phase. Those who have dropped out, entered counselling, and possibly dropped
out again, should not be sent to private sector employers without first demonstrating their
ability to perform reliably in training or work experience. Income support with a work
requirement {CWEP) may be a last resort, but real jobs are not.  Private sector employers
should not be asked to take those who have refused to participate in everything else. In this
"real job” through the consorstia, the individual will gain work experience, sarn income tax
credits, and aterue credits for unemployment insurance, This temporary, consortium job
should provide an entry into the private workforce.

*
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Private Sector Jobs. (ﬁmc limit parents would be still eligible for camed
income tax credits, healtheape, and child support payments.

v
hild Insdfance. { There will be some people who are écj)t able]to complete the two
year progrim or wiz{:; come to the end of the program and still do not find work. Transitional
assistance focused on helping the adult get into the Iabor market has failed, At this point, the
program should be more concerned about the welfare of the child than the needs of the
parent,
For the child, a full package of in-kind assistance should be made available. Food
stamps and health care are already covered for children with no income. After the time limit,
the federal and state funds previcusly paid for cash income support could be used to cover the
unmet needs for housing assistance. A voucher (for example, at the 20th percentile of fair
market rents) could be offered to those families without housing assistance. Thus, ¢ven after
the time limit, all children would retain a full allowance for food, shelter and health, Parents
would not be allowed to collect a cash income from the federal government. Other needs,
such as clothing or entertainment, would have to be met through odd jobs or charity.
The net impact on parents would be relatively small and vary by state. | In some states NO
the in-kind package might actually be Righer than the current, benefit lcvcn In the average
state, the package would be wort Apercent of the average benefits received. Parents < 2
who aimady have housing assistanCe-wattSee the largest reduction since they will lose their
cash income offset only by an increase in food stamps. Parents without housing assistance
will be primarily affected by the conversion to in~kind zssistance. In all cases, foderal MONCY Mud « dvme
will be limited to the well being of the child after the time limit. A woik requirement, {;f, He P‘J-
imposed perodically, niay also Et>_c appropriate since recipients will still be receiving between
$5,000 and $10,000 per year after the time limit.
Parents who are in the midst of brief uncmployment periods could be permitied to
cash~out the ¢hild insurance as a form of unemployment assistance. This would allow 27
parents who play by the rules and support their children through work to receive special
recognition even if their transitional assistance is exhausted. Cash-out of the child insurance
would only be allowed for a brief period after leaving a job.

Soclal Services  In addition to as in-kind package for children, states may opt to use
the federal match and invest in social service agsistance for those who have not completed the
two~year transitional program. Af a minimum, states may want to have a caseworker monitor
the well-being of children in the child insurance program.

Re-asscssment for physical or mental disabilitics, leaming disabilities or other
problems should be offered. intensive social services such as comprehensive family
counsclling or a supervised, residential program maoy also be appropriate when employment
services fail.  Projecting the costs of such a program will be doubly difficult. The per person
costs will be high and the margin of error will be large. It will be difficult to know in 7
advance whether this group is nearer to 3 percent or 15 percent of the current caseload.

There will be tough decisions concerning this population: How much time and resource
should be invested to help them? Should it count against the time limit? Clearly, reserving
these expensive services as a last resort option will direct them to those who need them most.
Those who need intensive social services will identify themselves by dropping out of the
central re~employment frack,
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Summary Outline
JOBS Plus
Qctober 15, 1993

TITLE I THE NEW SOCIAL CONTRACT

1. All applicants will be required to sign a social contract that makes clear up front the
terms of their assistance -~ what they can expect from government and what responsibilities
will be expected of them in retum.

2. The contract will state the basic principles of our plan, including: 1) Evervone who
receives benefits can and will do something in return; 2) People will receive paychecks for
participation and performance, not welfare checks for staying home; 3) We'il make sure that
any job is better than welfare, but in return, anyone who is offered a job must take it; 4)
People who bring ¢hildren into the world must take responsibility for them, because
governments don't raise children, families do; and 5) No one who can work can stay on
welfare forever,

3. States will be required to teach these principles to every teenager.

4. Assistance can include job search, job placement, education, fraiming, child care,
community service, parenting, and family planning. Responsibilities can include &
commitment to participate in an agreed-upon plan of job search, training, drug treatment,
parenting classes, community service, deferred childbearing, and work. 4 il |
TITLE 1: PARENTAL RESPONSIBHLITY

1. Child Support

@paui's reforms, but not child support insurance
b. States can require non~custodial parents with children on AFDC to pay up
or work off their obligations. Any child suppont insurance demonstrations must

have this component.

c. Statcs Can also make payment- .of ‘child support a conditiGn of other benefits,
Mmg—emss-m-hw}ﬁmﬁwm

2. Mo AFDC for Minors: No one under the age of 19 will be eligible to receive
AFDC as a case head. Mznars m} hs.: cxpec’t::d (o {ive Wllh their parents or in othey
supervised settings. Gbodcause excey
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3. Pase ing: States will have the option to require parents on welfare 1o take Sotho o3
parenting ¢ s, attend parent~teacher conferences, and ensure that their children are
immunized] /{use-HEBRY-funds??) G’ Yy
immy ~t (.»tL-r!: . :lioJ'g vt

4. }&;&f’ Pregnancy Prevention gfuguf 1 sebal-fnled f{sf?m)

e
a. pif Schools rccc}vi'ng Chapter I concentration grants will be required o
cstablish school-based health clinics that provide counseling, health screening,
and family planning services to adolescents. ’

b. Older welfare recipients who went on welfare as teen mothers will be
recruited and trained to serve as counselors as part of their community service
assignment.

¢. Support will be provided to non—profit community-based organizations to
foster responsible attitudes and behavior,
d- iy plomasy G adlhn

S, Paternity Establishment

a. States will be required to establish as many paternities as possible at the
time of birth, regardiess of welfare or income status.  Voluntary in-hospital
programs and civil procedures that offer multiple opportunities for voluntary
consent will be strongly encouraged for all out~of~wedlock births, States will
have the option to make acknowledgment of paternity mandatory for all births
paid for with public funds, and/or allow hospitals to require biood or saliva
tests ﬁcvcry out~of~wediock birth.

shodd et et o s o€
b. We will-expect, 100% paternity establishment by the year 2000, After that
date, states will lose funds for failing to meet the target, and will have the
option to restrict government benefits to those with two legal parents, (A
national media campaign will be used to emphasize the benefits of patemnity
establishment )

¢. No child bom one vear after the enactment of this law will be eligible for

AFDC until paternity has been established. In cases where paternity has not

been established, mothers will be expecied to cooperate in identifying the o saliia
father, and a presumptive determination of paternity will be made at the-time

of application, except where the putative father appears for a bloodfest and can

prove otherwise. Emergency assistance will be provided in cases wiiie the
determination of patemnity is delayed for reasons beyond the mother's control.
Exceptions will be made for cases of rape, incest, or endangerment of the

mother and child.
ek ¢ shllidn frnly cops dpmintk K

6. Family Limits: States have the option to reduce-benefits-increase-work

2



requirements-{on-bath-patents),-or-shogen.time-lissits-forparents-who-have- additional
children while on AFDC,

Title 1II: JOBS PLUS . &WQ;

1. All new applicants will be required 10 do supervised job mmhéﬁwgb the La r'd“! ohid-owee
Dept.s One~Stop prograr or 90 days before receiving benefits. Emergency assistance 4vill
be available w-spocial-eases during that period. {States have the option to relax asset rules

o .
for emergency cases.) onetessany £ 2020 s = mi(
{-cs Can, ‘Tf““""
2. After 90 days of job search, applicants may receive benofits, but everyone mu ’{fﬁ
ss:rmcthmg in return ~- education, training, job scarch, work, cormunity service, ete. B M-méz

definition of activities can be loose, but mandatory participationfis essential. Benefits will be Bithuding
paid in the form of a paycheck for hours of activitythe-number.olrequired-hours-will-be

benefits-dividod-by-the-minimum-wage.  Additional JOBS funds will be provided in the form C%ﬁﬁ:w?i
of a higher match to states that meet high participation targets. Job search and placement will - s
be available at any time, 3 ke bedonc
. iﬂ‘%vw;;
[Phase in ... new applicants???] by et
v’qrﬁe”{
3, After 21 months or AFDC, every able person will receive notice that they are HS e 'é‘I

approaching the time limit and must begin three months of job search. (States will have the
option 10 require work and/or job search sooner.}

4. Anyone still on AFDC after 2 years must apply to the focal public~private jobs
consortia for a private sector or community service job.

a. A jobs consortium will have bread flexibility to find and create jobs:
~= One-year OIT vouchers that would pay employers 50% of wages and L
training up to $5,000, provided the employee is still working after one yea% 3 ‘!'1
-- Private employers reczive one~year exemptios.from health care mandate<¢or
Increased-small-business-snbsidy} for any new employec they hire through the
jobs consortia.
— Work supplementation or grant diversion.
- Performance-based payments to private companies, non-profits, and state
welfare agencies for successful placement in private sector jobs.
~- Block grants to jobs consortia for child care and other work support
services, 80 that a consortium can yse the social service funds to create
community service jobs. Community organizations, churches, and other nop~

block grants and/or jobs consortium status. Perhaps use national service state

o, eEvERPMET councils to help identify community service employers.

ww\ profit institutions willing to provide community service jobs can compete for

foes
Lo MV
it
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~= Strict limits on adm;msz;amc COsts, iaascd on pational service Iegzs?ai;on
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b. All community service jobs will be on a pay per hour basis; 20-30 hours minimury
(state option). If no job slot is available, statc must pay recipicnt to do supervised job
search, and will receive a lower federal match.

¢. Community service jobs will be limited to one year. At the end of that time, states
have the option to reduce or climinate benefits, They will receive a reduced match for
anyone still on the rolls.

d. States have the option to block grant the entire post~transitional period. They
would receive one year's worth of benefit payments (at a reduced federal matchy for
every able-bodied recipient on the rolls after two years, provided they guarantee those
recipients a private or community service job for a year.

¢. States have the option to contract out the eatire post~transitional period to a
statewide public-private consortia or an prganization like America Works, along the
same terms as the block grant.

5. Sanctions/Refusals: Throughout the process, sanctions will be impﬁsed on the
whole family. In cases where this endangers children, they will be placed in foster carc or in _

homes,, Anyone who can work who refuses to work at the end of the time Lmit ~ or
refuses to show up for required activities during the two-year period will no longer receive
cash benefits. They will still be eligible for an in-kind Children's Allowance ~~ food stamps
and a housing voucher which together represent no more than 50~66% (state option) of their
pre~sanctioned benefits,

adopt APWA requlntory ¢ leqyslabiirC.

Title IV: Reinventing Government "}3"““"5 'fm’&&dm? #wﬁ;‘t@é&ﬁm{}?

EBT anti~fraud e&&%mwaﬁm; Qﬁ‘f MPO’“*I,’Z wagm
/———_——‘: Welfare simplication (oUE 1iICoM EJASSET/ v ER FieaTion REGVIRE
* Performance incentives. Move o performance~based system.

* Require % of money to go into community

* Waiver ideas ~ censclideting o}, empley./TRAMY ToBS s TLE S
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Title VI Financing TEENY g;mﬂs . s
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b. All community service jobs will be on a pay per hour basis; 20-30 hours minimum
(state option}. If no job slot is available, statz must pay recipient to do supervised job
search, and will receive a tower federal match,

¢. Community service jobs will be limited to one year. At the end of that time, states
have the option to reduce or eliminate benefits. They will receive a reduced match for
anvone still on the rolls,

A Lo

d. States have the option to block grant{the entire post-transitional period. They
would receive one year’s worth of benefit payments {at a reduced federal match) for
every able~-bodicd recipient on the rolls afier two years, provided they guarantee those
recipients a private or community service job for a year.

¢. States have the option to contract out the entire post-transitional period to a
statewide public-privaie consortia or an organization like America Works, along the
same terms as the block gramt.
v (gm"%u‘;%u« ﬁ»-.é*\'—*i ‘%p-(,,rv&at‘m "o B
\\ 5. Sanctions/Refusals: %e&gtmt—the—prwes&&nﬁzm&mﬂ ~be-imposed-on-the-
wﬁaimmtiy—mmwwmmhz&endmgm children,-they-will-be-placed-in-foster-care-or-in
group. homcs Anyone who can work who refuses fo work at the end of the time limit #2080
refuses o show up for required activities during the two~year period will no longer receive
cash bencfns They will still be eligible for an in-kind Children’s Allowance ~~ food stamps
and 3 houswg voucher which together represent no more than 50-,&6% (state option) of their
pre~-sanctioned benefirs. é@

Title IV: Reinventing Government
* EBT anti~fraud
* Wellare simplication
* Performance incentives. Move to performance-based system.
* Require % of money (0 go into community
T Waiver ideas

”i”itlc.;{f Financing
* Existing funding streams: Title XX, JTPA, Pell, cic. Cz«ms\\,‘\ B
* Welfare for aliens
A2Prop sthosl-crackdows”
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W‘Z — PLans

Mary Jo Bane
June 1, 14993

OUTLIRE QF WELPARE REFORM PROPQSAL
I, ¥aking Work Pay

ed Inc it: IRS to develep procedures for
employvers to use in advancing credit when requested,
including advance payments to employers if necessary.

HHS to develop comprehensive informational and educational
cawpalgn and materials to ensure that knowledge about the
EITC is widely available. HHS to develop and make available
materials that explain benefits of working relative to
welfare under new EITC.

States required to make available information on benefits ofb
working.

. Btates are required to count EITC dollar for dollar against
AFDC grants. Limited exceptions to this for state
demonstrations.

Work Supno encies: States may elect to establigh Work
Support Agencies separate from vwelfare agencies to provide
seérvices to low income working families. Bervices provided
must include information on the EITC and on the benefits of
working. Services may include case management etc, States
may limit Jjurisdiction of ¥WSAs to folks working a certain
amount, folks working at all or folks engaged in sevious
preparation for work at state option.

HHS and/or DOL to igsue guidance on good models for work
support agencies. Feds will velmbuse for costs of WSAs at
v~ | the matching rate. -Enbanced matching rate for states
' following certain models., HHS/DOL to conduct study of the
operation, costs and benefits of Work Support Agencies.

Wo incentives wit ;. States may elect to provide
work incentives within the welfare system. HHS to develop
several alternative models of disregards, f£ill-the~gap etc.
that states may incorporate at theiy option, with full
financial participation. Options may include differential
treatment of EITC.

II. ¢hild Support Enforcement and Insurance

5 : nt... . States required to have
eﬁtabliﬁhed pat&rnity for 50 percent of out-of-wedlock
births by 1995 etc. HHS to provide program %Od&lﬁ and
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technical asistance to states in achieving the goals. HHS
to collect and publish data on performance. Financial
penalties of some sort at some point.,

HHS to contract with ABA or somebody to develop model
iegislation and to provide education to state legislatures

and judicliaries.

Child support awards, States reguired to have established
child support awards for x» percent of AFDC caseload by y.
HHS role as above.

ZE L84 HHS authorized to fund up to 10
statewwide deaanstxatiaﬁs of child support Iinsurance.

Financial incentives for demonstrations that meet certain

crifaeria.

Three year review of demonstrations. If warrented,
authorization for up to 1% more of more-or-less
standard model. Nation-wide at some point.
I1I. Improvements in JOBS
States encouraged to develop plans for no exemptions/ 100
ercent participation JOBS programsg. Enhanced federal match
for states with reasoniable pians., Continued federal match

for states that are maing decent progress.

States encouraged to develop JOBS programs that focus on
early employment rather than placement in education or

training. States may develop "voucher"” type programs to
encourage education or training after Initial employment.

e —y

HHS to develop tracking systems for JOBS programs and make
available to states at no cost.™ .,
IV. Transitional Welfare

By 193x, states nust have chosen one of three models for
replacing their current welfare systen.

One model is a 100 percent participation JOBS model, which
limits non participation to a set number of months and also
limits participation in educational and training activities
to a set number of months.

A second model ig work-for-welfare after a set number of
months or sequence of activities.

The third model is work instead of welfare after a set

2



nunber of months,

Feds provide financial incentives for states who choose one
of thege early and have good plans.
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For Discussion Purposes Only

P ~TRANSITIONAL WORK ISSUES

WHEN INRIVIDUALS EXHAUST THEIR TIME LIMIT WITHOUT FINDING A
PRIVATE SECTOR JOB, SHOULD A PUBLIC WORK SLOT BE CREATED?

WHAT KIND OF WORK SHOULD IT BE?

Make work, entry level, or other.

HOW MANY HOURS OF WORK PER WEEK SHOULD BE ASSIGNED?

Part time or full time. Hours determined by dividing
benefits by a wage rate or a set number of hours.

WHAT SEQULD THE WAGE RATE BE?

Sub minlmum wage, mninlmum wage or prevailing wage.

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

Short term or permanent,

IF PUBLIC WORK IS OF LIMITED DURATION, WHAT HAPPENS AFTERWARDS?
Job searﬁh‘yrﬁgramz partial benefits, celd turkey

HOW LONG SHOULD PARTICIPARTS BE ABLE TO REMAIN IN EACH SPECIFIC

HORK SLOT?

WHAT HAPPENS IF NO PUBLIC WORK SLOTS ARE AVAILABLE?

should participants be enxollied in Job search with the same
benefits as 1f they were working for 20 hours a week?

WHAT OTHER SERVICES SHOULD PARTICIPARTS ELIGIBLE FOR 7?
ES services, job search, continuation of transitional

services such as job counseling, job development services,
child care and transportation?

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

Reward or credit after a period of working?



For Discussion Purposes Only

SHOULD AFDC BENEFITS BE USED TO SUPPLEMENT WAGES 1IN HIGH BENEFIT
STATES?

Should the program operate with uniform wage levels or
shounld income supplement: be provided in high benefit states

to bring income of part-term workers to levels ¢f gurrent
benefits?

HOW WOULD EARNINGS BE TREATEDY
Are they subiect to payrell and income taxes, EITC ?
WOULD THESE WORK EYXPERIENCE SLOTS BE ACCESSIBLE T0O OTHER
POPULATIONS?
Should these jobs be available to non-custodial parents,
individuals on transitional assistance, formeyr AFDC
recipients who have lost regular jobs, other low wage
workers who have lost jobs?
WHAT KIND OF SANCTIONS SHOULD BE EMPLOYED?
Pay only for hours of work or AFDC-type sanctions.

HOW WOULD EARNIRNGS BE THEAYTED AS PARTICIPANTE MOVE INTO REGULAR
SOBS?Z

Should income be disvegarded? Should there be offsets for
work and child care expenses?

WHAT FEDERAL AGENCY WOULD ADMINYISTER THESE PROGRAMS? X8 IT THE
SAME AS THE SYSTEM THAT WOULDB ADMINISTER THE TRARSITIONAL
PROGRAM?

$iHS, DOL, both as in WIN?

WHAT INCERTIVES ARE NEEDED TO ENCOURAGE SBSTATES TO MARE WORK 51078
AVALILABLE? HOW MUCH FLEXIBILIZTY SHOULD STATES BE GIVEN IN
DESIGNING THESE PROGRAMS?Y,

HOW WOULD DISPLACEMENT BE MINIMIZEDR?
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HELFARE REFORM PROPOSAL -

The following describes the author’'s proposal for reforming
the current welfare system, The proposal includes improved child
support enforcement, child support assurance, amendments to the
current AFDC program, and a time limit with corresponding
education, training and CWEP,

The proposal definitely meets the charge to “end welfare as
we Know i1t". It institutionalizes male responsibility, it
provides opportunities for both custodial and noncustodial
parents to help support their children, and it promotes parental
responsibility. Its primary focus is the child, and it is hased
on the assumption that c¢hild poverty should be reduced and income
stabilized through a strong child support enforcement and
assurance system.

Summary

Under the propesal, the programs providing cash or near-cash
aasistance are simplified, and a consistent time limit is applied
across all programs. The custodial parent can receive AFDC, food
stamps and housing benefits for a limited periocd during which
intensive efforts through a varisty of services, aducation, and
training programs should enable the parent to move towards self-
sufficiency. After this time period ends, the recipient is
offered a minimum-wage Z20-hour work slot. During this time
peried, the welfare office recomputes benefits under the three
assistance programs assuming the recipient is working 20 hours at
the job provided. Earnings are veduced proportionately for hours
not worked, but any assistance beneflts are not affected. Thus,
there lg a direct and immediate relationship between work and
gconomic well-being.

At the end of one to two years, the job ends. The recipient
is then assumed to be working in the private sector 3/4 time {30 %:
hours per week) at minimum wage, and assistance benefits are
determined accordingly. Depending upon state AFDC benefit
levels, AFDC has probably ended. Food stamps and housing
benefits would be reduced significantly but not eliminated. %The
incentive to take a part-time dob at that point would be very
strong, as benefits would bes caloulated assuming half«~time work,
and the recipient would ac¢tually receive the wages. At all
points in time, there would ke a large ingentive to participate
in the child support assurance system. The details of the
proposal are described below.



Paternity Fstablishment

The paternity establishment component of the proposal l1s
very similar to the design of the Downey/Hyde proposal, with the
goal of developing a system which facilitates universal
compliance. Under the proposal, Federal funding would be made
avallable to each State to implement a paternity establishment
program that meets certain Federal requirements and guidelines, .
The goal of the Federal requirements Is to ensure that paternity
18 established for as many children born out of wedlock as
possible, regardless of the parents’ welfare or income status and
as soon as possible following birth.

tUnder its paternity establishment program, eagch State would
establish simple, nonadversarial procedures for the voluntary
acknowledgement ©f paternity shortly after birth, preferably in
the hospital through an administrative process. Fach State would
ke required to establish a civil procedure to adjudicate
contested paternity cases through a judicial or administrative
process. In addition, each S$tate would be reguired to improve
efforts ¢ locate absent parents by ensuring that the parent
locate service has atcess Lo regulsite State and private records,
and that other State have direct access to tha State data bases
in order to process interstate cases,

The Federal government would reimburse States for seventy
percent of the cost of establishing and operating the paternity
establishment program. An increase in the reimbursement rate
would be based on performance, relative to other States.

For children born after January 1, 19%6, custodial parents
whe had not established paternity or who had not been granted a
good cause sxgeption would be unable to claim the personal tax
exsmption for each child for whom paternity had not been
established.

Establishment of

Under the pyoposal, States would establish all initial
ordexrs through an administrative procedure according te unifomm,
national guidelines indexed annually for inflavion. Orders would
be established on all noncustodial parenis regarding of current
ability to pay. by assuming they would work full time at minimum

wage. The Federal government would establish and maintain a
" natilonal, universal dJdatabase of all existing orders with current
information from the Federal income tax returns of all custodial
and noncustodial parents including addresses, and States would be
reguired to use this information to update orders every two
YEAYS

Coliection and Enforcement of Child Bupport Orders

This section includes many recommendaticons from the report
of the Interstate Commission on £hild Support and existing



papers. It is similar to the new Federal-State model {option 3)
described in the paper on ¢hild support enforcement restructuring
eptions,. Under the proposal, States would assume primary
responsibility for the collection, disbursement and enforcement
of child support payments. Employers would withhold support from
wages based on information from the revissed W-4 form and would
forward all withholdings to the State office. The State office
would forward child support payments to custodial parents on a
monthly basis, and would include separately any child support
assurance amounts.

In addition, all nev employees would be reguired to notify
their employer of their child support obligations by filing the
Federal W-4 form, which would be revised to c¢ollect information
regarding the employee’'s name, address, Soc¢ial Security number,
earnings per period, child support order and health insurance
benefits. Employers would forward thisg information o the
Federal government to be verified against the national database
of orders.

Under the proposal, any child support owed by a noncustodial
parent at the end of the year in excess of that withheld during
the year would be due to the State office and collected via the
annual income tax form. Child support payments would have
precedent over Federal tax liabilities.

The State office, through its administrative law judges,
would have the discretion to reduce child support arrearayges on a
case-by-case basis, but only if the office determines that such
reduction will promote the payment of current ¢hild suppors
obligations by the nencusteodial parent., An ALJ could also reduce
arrearages by reducing the present value of Scoclal Security
retirement benefits based upon c¢hanges in the earnings records of
nancustodial parents.

The rules for distribution of arrearages would be simpli-
fied. The Federal government would retain any arrearages which
resulted in the payment of the assured benefit. ¥No monies would
be distributed to States as a result of any change in welfare
benefits. Arrearages would be c¢ancelled working backwards from
the date of the arrearage payment on an annual basis.

The entire systenm would be universal and proactive, as
opposed to reactive. It would be fully auvtomated, and noncusto-
dial parents would be requilred to keep the child support office
fully informed of any change in address and enmployer. The none
custodial parent would have various choices on how to pay his
child support such as auvtomatic withdrawal from a checking
account, predated checks, wage withholding or othey methods. The
choice employed might dictate the necessity of one or two months
of advance payments.



Under the proposal, the Federal government would provide
(finance) an annual assured child support benefit on behalf-of
any c¢hild who has been awarded support, but whose noncustodial
parent fails to pay. The benefit would be administered by the
State and would be determined according to either of the
following two options and indexed to inflation:

a) The amount shownh in the schedule below, less any
private child support collected:

Number of Children R
b $2,000
2 3,600
3 3,500
4 or more 4,000

This option may also be accompanied by allowing the none
custodial parent to receive EITC. The details of this must still
be worked out so as to not encourage family break-up, and in
order to be fairly easy to understand and be limited by the
amount of c¢hild support actually paid.

by Fifty percent of the child support order, plus a bonus
payment. of 40 cents per dollar paid by the noncustodial
parent up to a maximum of 3100 per month. This option
may be phased out accorxding to the size of the orderx,

States must disregard up to $1,000 of child support and
assured benefiit payments before calculating the AFDC payment if
the State’s AFDC payment level was less than or egual to 40
percent of the Federal poverty level. <Child support payments and.
the assured benefit would be treated as income to the custodial
parent for tax purposes.

Advance Paynent th Income Tax Credit

Certain low~income custodial parents who are eligible for
the earned income tax credit (EITC) could request to receive
payment of the wredit on a regular basis along with their child
support payment. The BITC would be administered by the: State
child support agency.

Amendments to the AFDC PBroqram

Under the propasal, changes would be made to the AFDC
program as follows:

al Rules for determining eligibility and benefit levels
would be simplified and standardized to facilitats
coordination among other assistance programs such as
food stamps and housing;



b)

c)

d)

e}

£y

)

Under current law, when food stamps ars caloulated,
AFpC benefits are taken into aceount. The AFDC benefit
ig assumed to be 50 percent for housing and 50 percent
for other needs, and housing benefits are caloulated
agsuming one~half of the AFDC check as income. The
other one-half reduces the housing subsidy dollar for

. dollar, Unlike current rules, under the proposal, food

stamps would be treated as income for housing subsidy
purposes. (Calculation of the food stamp benefit would
not gount the amcunt of housing asslistance received,
The fair market rent would be set at 30 percentile, and
housing benefits would not vary with actual rents;

The 100-houyr rule (which specifies that a parent must
work fewer than 100 hours in a month to be classified
as unemployed) would be eliminated;

The gquarters of work rule {which specifies that to be
eligible for AFDC-UP the principal earner must have
worked 6 or more quarters prior to one year before
application}) would be eliminated;

In place ¢of the current $50 per month passthrough of
child support, States would be reguived to increase
AFDL benefit levels by $70 per month for families with
a child support order;

The standard disregard would be raissd from $30 te $100
per month {with State option to increase up to $250),
the c¢hild care disregard would remain the same (20
percent of earnings to a maximum of 51785 per month per
child}, and an-additional disregard of 20 percent of
sarnings (with State flexibility up to 40 percent)
would be added. ALl benefits (including APDC, housing,
food stamps and the. assured benefit, as well as child
support payments) would be taxable to the custodial
parent; and

Treatment of children in the welfare system must bs
consistent with treatment of children in the tax
systeaem,

Time Limit

Under the proposal, welfare rveceipt {including AFDC, food
stamps, and housing) would be limited to 12 months, Exemption
from the time limit would apply to a caretaker of an AFDC c¢hild
who meets one or more ¢f the following conditvions. He or she:

a)
b}

<}

is not a natural oy adoptive parent;
is working more than 20 hours per week (40 hours for

both parents). (States could opt to increase to 30 and
&0 hours, respectively);
has care of a child under age 2. (This could be

limited to one c¢hild, and States could opt to decrease
gualifying age to & months);

has care of a disabled child or relative;

is making satisfactory proaress in secondary school oy
GED program;



£ is participating and making satisfactoery progress in a
rehabllitation, training or parenting program {(includ-
ing Head Start);

g) has a functicnal disability or impalrment that
significantly reduces emplovability;
h) has insufficient child care arrangements; or

i} has three ¢r more c¢hildren. Howeveyr, birth of an
additional c¢hild on welfare would eliminate the
exemption, and the birth of a third child would not
reinstate the exemption.

Education and Training

Under the proposal, Federal funding for the JOBS program
would increase by $3 billion., The Federal matching rate would be
raised from the current level to 75 percent. Countercyclical
asslstance would be provided through an enhanced Federal match of
90 percent if the unemployment rate in a State rises above 7
paercent.

This proposal envisions the continuation of current State
JOBS programs. As under current law, States would be given
congiderable flexibility as to how recipients move through the
system. States would be required to properly inform all
reciplents of the implications of the time limit, including
opportunities and obligations at various points in time. States
must limit the length of time for which participation in
education or training activities would gqgualify as an exemption
from the time limit,

A11 individuals under age 20 and those under age 25 without
pravious work experience must be mandatory participants. These
individuals would have first priority to JOBS services and would
be required to participate immediately.

Post~btransitional Agsistance

AL} other individuals not exempt from the time limit would
be offered a 20-hour work siot after the time~limit expires.
Work slots must be designed to improve the employability of
participants through actual work experience and training in order
to enable individuals to move into regular employment as soon as
possible. The cost of providing these job slots would be funded
at a Federal matching rate of 75 percent. A total of 500,000
half~time {20 hours per week) work slots would be created for
single parents, 200,000 of which would be for non-custodial
parents. In addition, 100,000 full-time {40 hours per week) ‘iobs
for intact families would bs created. If a work slot is
unavailable at the time an individual is expected to work,
regular benefits would continue until a work slot becones
available. States who wish to provide additional work slots or
hours per week above the wminimum reguirements could receive
Federal funds at a matching rate of 50 percent.



Individuals would be reguired to work 20 hours per week {30
hours at State option) at the Federal minimum wage. Participants
would be paid an hourly wage egual to the minimum wage, and for
purposes of benefit calculation, the welfare department would
assume that the participant is being paid for the hours
specified. Wages under the work slots would be counted as
garnings. For any required hours that the participant falled to
work, wages would be reduced accordingly.

Earnings would not be counted as income for purposes of
calculating the earned income tax credit, and no unsmployment
benefits would be paid. <Child care would be guaranteed.

Current law rules for the workmen's compensation program and the
Social Security program {(Ancluding payment of the FICA tax) would
apply. All benefits would be calculated according to existing
rules. This implies that individuals would leave the AFDC
program first, the food stamp program second, and the housing
program third.

Participation in these job slots would be limited, after
which individuals would be expected to move into a full«~time
minimum wage job.  The maximum length of time in a work slot
would be one year if unemployment is less than 6 percent, 18
months “if unemployment is between 6 and 8 percent, and two years
if unemployment is greater than 8 percent, For every year off of
AFDC, housing benefits, and CWEP, individuals would be able to
earn two months of ‘credit’ in the welfare system for future use.

After the period of transitional assistance and after the
end of the work slot, individuals are assumed to be working in
the private sector 374 time {30 hours per week) at the minimum
wage. All assistance benefits are caloulated assuming earnings
egual te 30 hours at minimunm wage, redardless of whether the
individuals are actually working or not.

It is necessary to develop a proposal to address the issue
of teenage pregnancy and out-of~wedlock childbearing. The author
would recommend a program which would encourage the voluntary use
of Norplant for birth control purposes, The teen parent
demonstration project has shown that mothers often desire to
prevent the birth of additional children, but they do not often
have the means oy the knowvledge.,

Under the proposal, the JOBS program would be modified and
expanded to accommodate participation by noncustodial parents who
have failed to, or are unable to, pay child support. One billion
dollars would be allocated to non-custodial parents. A Stats
administrative law judge (ALF) could reguire mandatory participa-
tion in job search activities under the JOBS program for
noncustodial parents who willingly fall to pay c¢hild support.

+
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Honcustodial parents who are unable to pay child support but are
not more than two months delinguent would have an opportunity to
voelunteer for participation in the JOBS program or other
specified activities, during which time the current child support
order would be waived. Csrtain noncustodial parents would be
eligible for the 20-hour work slots,

Under the proposal, the household standard deduction would
be increased to the level of the joint standard deduction. For
1993, this implies an increase of $750. Child suppoxrt payments
and the assured benefit would be taxable to the custodial parent,
and tax deductible to the noasustodial parent, 1f the custodial
parent receives the personal exemption for the child. If the
noncustodial parent receives the personal exemption, ¢hild
support payments would continue to not be included in gross
income to the custodial parent. AFDC benefits, food stamps, 88I
and housing benefits would all be counted as taxable income to
the custodial parent.

Demonstrations, Research and Bvaluation

A thorough evaluation of all aspects ¢f the program would be
conducted after the CWEP prograt and the time limit had been
fully implemented. If it was determined that harm was being done
to children, the President would have the authority to modify or
eliminate the time limit: Demonstrations and research projects
will be determined at a later date.



IMPACTS

Reduced ohild poverty

faternities established on 400,000 additional
children sach veay

Increased parental responsibility

fransfer of an additional 520 billion in child
support

Heduction in AFDC caseload

Increased ability for parents to support their
children

Improved child outcomes



BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILDREN: SELECTED STATES

Mo whild support ewerd exizbtwhad j

B e LIy 0L B UL S With-Pays -Flan

ALABAMA LWEP Aller CWED
Hours worked Q 26 40 & 20 [{4] 26 nja~*
Waps Earnings 30 $4,420 $2.849 3G $4AZ0 54,840 443G 8,630}
Child Support Pakd $G &0 E 53 30 30 $0 0 )
Cast o Agsurod Senalit G & [ 0 ] L)) 0 43
AFDC (not cdst Tt Joverament) 1468 |5 o 1,888 ¢ ¢ ¢ o
Food Stamps 2504 3,252 2,168 3,528 3,276 2,280 3876 2748
Housi & [+ B Dl . 4] & G 4]
HTC - o 3,105 1,095 0 188 475 - -
Fod incone Tax 3] j’] ] 53 fe] a 4] -
Fed Payeati Tax [ 336 835 +4 338 §78 338 -
Work Expanse [+ 442 B g 0 442 &84 | 442 -
ChilS Lare Exporsie 1] & G a o O ¢ -
“‘Digposable” ncome $5.472 $3,007 1 $11,471] $5.45% $8.671 $12.875 | $5.816 32,743

CALIFORNIA
Fours workad [+] sy £14] 4] 26 40 20 et
Vage Tarnings 10 $4 420 58,840 3o $4 420 35,840 $3 420 {$8,535:4
Child Support Pald 10 $0 50 $o $0 ol | £ $0
Cast of Asgursst Sanelit & Q k4 o] ] [+ o Q
AFDG (et eoxt to government) TAdS 4,565 ¢ 7,488 1.308 1,368 4908 3,144
Fond Stampy . . TO64 1,968 21086 2,083 1,818 3,812 1,812 1,800
Housing g 7] o o <] o o G
BTG * ] 1,108 E IR 153 [5] 755 INYE - -
Fed Insame Tax [v] @ 8 4] & [t} 4 -
Fed Payoll Tax b 338 &76 8 bcjat:d 876 b 2. -
Work Expense s 443 854 & 442 884 4% -
Chiig Care Bxpangs 1] 1] o [} o] ] 6 -
"Paposable” indome ; £0.552 $i1.133 $11.471 §3.57¢0 $12,11% $13,838 $10,360 | $2.5%4

PENNSYLVANIA
Hours worked 8 20 44 o 26 &G 20 afatt
Wagse Barnings £ $4.420 $8,840 50| $4s20 $8 840 34,420 {55,630
Ciid Support Fald _ 30 30 56 50 £0 $0 54 3¢
Suost of Azsurad Banefit o 8 o o 0 [ e 6
ARG {nat cost o government) 8652 2,064 j: 3 5,082 2472 4 b2 o8
Eood Stamps 2,796 2,840 2,188 2,820 2.53% . 2,290 p.H32 2,532
Housing o & 'S 2 o o 8 s
EITC * ] 1,105 1 REE ¢ 1,755 3,375 - -
Fad Intama Tax & [+] & 3] 43 B 4] -
Fed Payroll Tax 4] 338 678 1) 338 BYH 338 e
Work Expansoe Q #42 B4 4] £42 854 s4% -
Chilgt Care Exponye ¢ ¢ a & o o 2 -
"Digpousabie” inooma ! L 8ig 15,440 § 311 47¢ §7.072 1 $10839 | $12,678 8,644 $3.240

= £illy chassg in.
¥* Mo nodul work—nssme sssumed (or purposes of bonelt saloulation only.

HOTER:
v \Under CWER, child care sapensss sfe assuwisd 10 be rero i ealculating the AFDE & Faod Slamp benefiny.
Child Catn expenss it set equnl 10 0% of intame in calgninting bensfi tavels in 8l programs by these examplas,
Ko housing subsidy is assumad bt an axgess sheiter 08t deduciion of $100 4ged fo caledaie e Food Stamp benetit,
Tha Current Law axamples use 5 woncrelaled sxpenme geduction of 3128 in galquiating AFDC benefd tevels.
The Work Pays Bian assumes a workssisted sxpanse deduciion of $100 in saiduisting AFDC benslils,
Fha Work Pays Plan conditions AFDC trenafit Invals on whethsr maximum AFDC beaslit is iass un or equat i 40% of the leders poverty lavel,
The Waork Pays Plan reducas AF DG courdable ivasase by 2% in caicuinting AFDC banatit tovnis.
Yhe Wark Paye 2ian oalgulates aitsr.CWEP hanutil fevait assuming D0 biauirs of wirk,

Y EEEE.
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BENEFIT CALCULATIONS FOR A MOTHER & TWO CHILOREN: SELECTED STATES

3

i Thild support swwed » 3 ahshid

Durserd-d,my Y od-Fays-Plan
ALABAMA CWEP Altar CWEP
Hoigrs worked ] 20 48 o Pt 49 ExH e *
Wape Samnings F3] 34,420 $5.849 S5 $4.400 $5.840 $4. A28 {55,630}
Child Suppart Pakt b %0 3 §¢ %0 b4 34 50
Cost of Assured Banafit & 0 [ 3,000 3,600 3,000 3.000 3,060
AFDC {net ot o government 1,068 Y @ 1,200 o 2 ) a
Food Stamps 3,504 3252 2198 3,084 2,378 1320 2,378 1,848
Hausing 0 & a 0 g ] o 2
BIFG » ¢} 1.30G8 1,995 ¢ 1,754 3,375 - -
Faet income Tax i G L4 o s [+ i -
Foed Fayroll Tax G 338 876 8 338 878 38 -
Wark Expensa ¢ 442 B4 & 442 584 452 -
Child Care Expanse & 0 & & Q 5y O -
‘Disposaile ncoma 55,472 $7.967 $14.47¢ $7,284 §10.771 $14 478 $9,018 4,640 |,
CALIFORNIA
Haurs worked ] 25 &G 0 20 a0 belo] nfa
Waga Eamings $0 $2.420 38,840 30 $4,420 $8,840 54,420  {$6.830)
Ohid Support Pald | ' $0 [ 453 $0 1] 3¢ s 306 3
Cog! of Azsurad Qensilt Q 9 O 2,000 3,004 3.06Q 200 3003
AFGC Inet oost 10 govarnmeant: 7,488 4 540 & 5938 3,348 4] ‘3,348 1,554
Food Siamps - 2,084 1908 2,156 1,658 1,380 1320 1,360 1,558
Hausing & 4] & & Q 3 & a
BIFG * & 1,105 1,995 O 4735 3378 s -
Fad Inoome Tax G g 4] g ¢ v 0 -
Fad Payroll Tax 4] ass 66 a 38 576 asa -
Véork Expanss 0 442 8e4 0 A42 884 442 -
Chitd Cara {xpange 4] 2 0 o] ] Q 0 ’ e
“Dispoyabiet incoma $855z2 $11,1583 $11.471 $30.454 $13,123 $14.575 $14,388 $5,652
PEMMSYLVANIA
Hours workaed i 20 40 B 20 40 20 nfs **
Wags Enmings &G 1 sa420 £8 840 50 $4 420 $8.840 $4,424 £§5,830)
Chitd Suppart Paid 0 30 33 30 £0 50 $0 G
Cost of Assyred Benafs A2 4] G .. 2,000 5,500 3,000 3000 3,000
AFQC (net cost fo govemmant) 5.052 2008 o %402 512 v gz ! &
Eaod Stamps 2,755 840 2,196 2,388 2,108 1,520 2,100 1.848
Hetiging [l o 0 [4] .0 Q o R
3] 100 b 1,105 1,285 a 1,755 3,375 - -
Fed incoms Tax i+ G & 2 4] il e -
Fed Payroll Tax 3] 338 #¥6 [+] KE] 678 a38 -
Woik Expense 2] 442 /54 [+] 442 854 442 -
Chitd Tare Exponge [i] 0 3 Y 1] 0 0 -
*Disponable’ income $7.848 3440 § 311,471 £5.860 | $i15.407 ! $14.973 35,652 | 4,348

* Fulty phased in.
** fio actual work—ineoms sitmed 101 purpssss of banelit galoulation only,

NOTES:

Under TWEP, child cate sxpensas ars assisned to be 240 in caloulating the AFDC & Food Stamp benafits.

Child Cars expensa is st egust o 7% of Income in oalouiating benefii levels in all progoams in thass sxomples,

No housing subsidy Is sssumed but an excess sheiter cos! deduction of 100 used o caleulsts the Fond Btamp henafit,

The Current Law sxamples ue & work-relalod axpensgs deduction of §120 in alvudaling AFDS benetit levels,

1o Work Pays Plan assiries a work-raiatad sxpense deduction of 5100 i caiotdating AFDC henefils,

Thie Work Fays Plan corsditions AFDD berglit levels on whether maximum AFDRC benefit is lagy than or sgus! 10 40% of the fsdaal poverty level,
The Work Pays Plan raduces AFDC ¢ourtable innoma by 20% in ealouisting AFOC beneii iavets,

The Work Pays Plan calculates altec WER benefit fovels assuming 30 hours of work.
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FROM: Ann Burek

In the one-page outline we wrote summarizing the charge to the
Transitional Welfare group {see Attachment 2), we agreed to do
three 3-5 page papers further developing three options for a
transitional welfare program. However, in drafting these papers,
it became ¢lear to us that some of the lssues were common to more
than one option. 7To avoid a lot of duplication, we consolidated
the discussions of these joint issues at the front of the paper.
betailed discussion ¢f the three options follows,

Attached at the end of the paper {as Attachment 1) is a paye of
very preliminary data on the AFDC caseload and JOBS
participation. The numbers can provide a sense of the
implications of different exemption and participation policles.
Because of time constraints, they were pulled from existing
printed materials. They need updating and more detailed
explanation,

We have also done some preliminary work on estimating disability
levels, but the information is not ready for sharing yet., We
also understand that an analysis of welfare dynamics is
proceeding.

If you give the go ahead on these basic options {(hopefully with
some guidance about how we should proceed on certain issues), the
next step would be to: 1) work with the modeling group on & work
plan; and 2} consider getting up some subgroups or new groups to
work on the three new agsistance systems which replace welfare
for non-working families. {The replacing AFDC option, in
particular, overlaps a great deal with the work of other groups.)
We understand that decisions on how to proceed will depend in
part upon the discussions at next week's gsteering committee
meeting with respect to working papers that need development.

You may have concerns that the discussion strays across group
lines inte the jurisdictions of other groups, We have some of
the same concerns, but had difficulty conceptualizing some
trangitional issues without addressing both the need for services
while on assistance and the availability of post-transition
employment opportunities. If scme guidance could be provided on
whether work for the non-job-ready should be treated as a
transition issue Or a post~transition issue¢, that would be
helpful to a number of groups.
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TRANSITIONAL WELFARE: THREE OPTIONS

This paper outlines three options for a transitional welfare
program. In order of complexity, these coptions are:

A Two-Year Entitlement: Under this optien, recipilents would
be uncomditionally entitled to cash assistance for two
years. They would face no participation reguirements.

Immediate Employment: This option assumes that the current
AFDC program would not be substantially changed, but would
mandate participation in activities geared toward
employment; and

Replacing Welfare: This option would replace AFDC with a
series of four programs whose assistance is geared to the
needs of their target populations.

There arxe some issues which transcend the individual opticons.
These are discussed below.

Tim i gues
ta the €3
when does the two-year time limit begin?

One option would be to have the two-year period start at the
same time for all participants, such as at the beginning of
AFDC receipt. The obvious drawback to this approach is that
the time limitation could run out for those with larger
skill deficiencies before they became job ready.

Ancther option would be teo begin the time-~limited perxiod at
different points for different groups of recipients, based
on their assessed needs.

A third option would be to begin the time period only when
participants have reached some degree of job readiness. In
thig latter approach the individual would have two years
after becoming job ready before cash assistance would be
terminated, but could face requirements about finding a job
during that two-year time frame. For example, the
individual might be required to go to job interviews during
this peried. "This last option could result in continued
long spells of AFDC receipt. Further, it would not work
well in a voluntary program because it would provide such
strong disincentives to program partigipation. As an
alternative, in a voluntary program, the start of the clock
could be delayed for the most disadvantaged families based
on a judgment of how much time would be sufficient for them
to become job-ready-~i1f they were to pursue that goal with
some diligence.



Under this third option, a key question then is: at what
point do individuals who participate in reguired activities
possess the minimum amount of skills necessary to be
considered "iob ready?”

One possibility would be to use a standardized test of
basic skills or literacy, ag is used in the GAIN
program.

A second possibility would be to use the subjective
judgement of the caseworker.

Another possibility would be to base job readiness on
the individual’s work history. Those with work
histories would be classiflied as job ready on the basis-
of prior work experience and skills. Those without any
work experience could be placed in community work
experience or on-the-job training to establish their
job readiness.

A1l of these cholces varyy some risk because conly the market
can determine who is job ready. Als¢, the likelihood is
high that all three of these approaches would result in
clagsification of vast portions of the caseload as not job
ready.

Another question is to what extent local economic conditions
should or could create differences in *job readinesas"
determinations.~ even when there are no objective:
differences in the ability of a recipient to work?

Both the second and third options would benefit those individuals
who have greater obstacles (a high school dropout who needs ESL,
for example} and who need more time to prepare for the work
force.

Like other issues, this issue cannot be resolved in isoclation,

If sexrvices are avallable to meet the needs of the most
disadvantaged, if extensions are available when individuals are
caoperating and making reasonable progress, and if appropriate
accommodations can be made in their work assignments, the
rationale for delaying the start of the clock largely disappears.
At the same time, it might be easier to administer a delay in the
start of the clock than to accommodate c¢locks that are running at
different speeds for different categorles of recipients,

Within the two-year time limit, are there circumstances where the
clock would be extended or suspended?
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Except under the last option above, where the twoeyear time limit
would begin only after recipients have reached some degree of job
readiness, a strict two-year limit might not allow all reciplents
sufficient time to prepare for work. Therefore, it might be
appropriate to extend the time limit for some recipients or
“suspend” their time limit based upon participation in certain
activities or for other reasons. Examples of circumstances where
an extension or suspension of the time limit might be appropriate
include: receipt of drug or alc¢ohol treatment; attending Engliszh
as a second language classes; caring for an infant; lack of
available services; or a lengthy illness of the recipient or a
family member. In these cases, recipients could be reassessed
periodically to determine whether extensions or suspensions
should continue. If someone were getting an extension because of
participation, the clock would resume any time the individual was
inactive or not participating in an activity.

Extensions for pregnant women present a special probklem. One
possible policy would be to give pregnant women a one-time~only
exemption,

Extensions granted when individuals are participating would
reward cooperation, but could also encourage individuals to
prolong theixr program participation and thus run ¢ounter to the
goal of getting people into the labor force quickly. also,
participants conld delay participation until the expiration of
their time limit was looming, knowing that benefits would be
continued f£rom that point.

Cne solution could be to offer extensions on a case-by-case
basis only for approved activities. BActivities might be
approved only for individuals who were making satisfactory
progress on an employability plan and needed additional time
to complete an activity or reach job readiness,

& second solution would be to provide extensions to
participants on less than a month-for-month basis. In this
case, imdividuals receiving education and training would get
less than two "free” years, and those pestponing

- participation would be severely disadvantaged.

A third solution would impose a maximum limit on the number
of months credit a recipient could earn.

A fourth solution would provide bigger credits for actual
work or participation in “preferred” activities {i.e., thoss
deemed more likely to be effective} and lesser or zero
credits for activities of gquestionable value. This latter
option, while appearing to be more prudent, would
substantially complicate the program.
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Extensions would permit an easler phase-in of the guaranteed jobs
part of the proposal, spreading out entry into those jobs and
reducing the overall number of recipients needing job placement
in the first few months. However, they would also defer
potential welfare savings. Fuarthermore, they could substantially
increase the administrative burden and automation demands on the

programs .

Would recipients be allowed multiple time limits? The options
here are numerous. ’

The most restrictive would sllow one two-year pericd of
receipt total over a lifetime. This option would contain
Federal spending and perhaps provide an incentive for
individuals to receive AFDC only when absolutely necessary.

A zecond option would allow a new two-year limit every four
gy five years. This approach would allow for the reality of
some return spells, but be reascnably easy to administer.

It would provide a safety net for the large number of
individuals who may have difficulty maintaining employment.
However, it would also create a disincentive for someone to
keep a job, especially if it is low paying. One way to
alleviate this latter problem would be to limit subseqguent
spells to shorter periods of time (e.g., six monthsg or one
year}.

Under a third option, recipients could earn cradit toward a
pew time periad for work or time away from AFDC, much in the
way that unemployment insurance works. For example, for
every six months emploved, an individual could return to
AFDC for three months in order to stabilize their life and
find another job. The advantage to this option is that, for
any periocd beyond the two-year limit, it would clearly tie

g ! cash assistance to work. It would also help those
e VEL

individuals whe are successful in getting jobs, but have not
yet developed a stable work history. However, it would also
reguire a more sophisticated tracking system.

Under each option, there may be & need to allow for unforeseen
circumstances that prevent work and may require the need for cash
assistance. An emergency assistance program could take care of
short-term needs, but would be less helpful for situations like a
lengthy illness.

SENEENY AR NERR.
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Exemptions -

How strict should exemption criteria be when excusing individuals
from work or participation obligations? For the purpose of
delaying the start of the clock or for providing extansxaﬁs who
would be consld&rad unable teo work or participate?

For both purposes, the exempt population could consist of those
with shori~term obstacles to employment and participation, as
well as permanent impairments. Those with permanent, or long-
term problems (such as a disabled c¢hild) could be exempt from
participation {although they could volunteer) and could receive
indefinite cash assistance. Those with short-term inpairmentg..
such as substance abuse problems, pregnancy or housing
difficultigg--could also be included, Individuals in this group
would not face a time limitation, but would be re-evaluvated on a
recurring basis (e.g., every six months} and could lose their
exempt status on the basis of the re-avaluation.

Broad exemption griteria might result in a relatively small
number of individuals participating in activities. They thus
would help limit the need for greatly expanding education,
training, and child care slots. However, with approximately 60
percent of AFDC recipients currently exempt from JOBS, large
numbers of people could avoid the work requirement and time
limits for many years. They would likely lead to criticism that
the program faliled to "change welfare as we know it.”

A program with narrower exemption criteria could follow the
Project Match model, of “"evervone does something." Those
individuals with short-term impairments might not face an
immediate time limitation, but would be required to participate
in activities tailored to¢o their situation. One example would be
substance abusers, who would be required to attend treatment
programs, Women with very young children c¢ould be required to
vaolunteer at Head Start or attend parenting skills classes,
Although this approach would eliminate- -the problem ¢f wholesale
exemptions, it also would create increased demand for services
that might aiready be in short supply in local communities.
Further, 1t greatly increases the need for case managers and
participant tracking.

At one extreme, the program could include all the existing
exemptions, with more liberal exemptions for teen parents
and others with very young children.

Mf, At the other extreme, it could include few, if any,

exemptions. In this latter case, all recipients would be
facing the ¢lock.

Alternatively, it could build upon the current exemption
system, but sericusly consider modifications or more

4
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structured policies for the following categories of
recipients: teen parents and pregnant teens; other teens;
remote individuals; individuals for whom services,
activities, or work iz unavailable: individuals with
substance abuse problems; individuals requiring family
support services.

Should there be an entitlement to any specific services during
the twow~year period? If so, what would they be? What would he
the consequence of their not being there?

It is assumed that child care would be provided or paid for
individuals in required activities or work. Otherwise, it would
seem that services (l.e., education, training, employment, child
care and support services) could be provided on an entitlement or
“as available® basis. Bas long as a guaranteed job and child care
were there at the end, and the work was not teo onerous, either
approach might work.,

However, certain policy options {such as extensions of time
limits for those who participate in activities) could make it
more difficult not to provide services on an entitlement basis.
Recipients denied services could claim that they were also denied
an egual opportunity to receive the cash agsistance to which they
are entitled.

If an entitlement to services were established, programs would be
more vulnerable to legal challenge regarding: 1) their decisions
about what services would be available as entitlements {in
particular, with respect to how much education and training would
be provided); 2} their policies governing who receives which
sexvices; and 3) any failure to deliver services to which
families were entitled. As a result, entitlement programs might
need a stronger basis for their servige rules and more
compréhensive casge management and tracking systens,

Further, if there is an entitlement to services within the system
that does not generally exist, the system might experience
significant “entry effects” (see Moffitt, 19352). Incentives for
participation might also cause entry effects. ,

Post Time-Limit Issue
what happens to recipients who do not successfully transition to
work at the end of thelir twoeyear time period, including those
who do not or cannot participate in publ;a service employment or
other post-welfare work programs?

The concept Of a time limit implies a strict and enforceable
"sanction™ authority -~ that is, some sure knowledge that the
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government ‘s financial suppert is temporary and will, at some
peint, be terminated. Without such authority, there may be
little more incentive to move off of welfare than there isg under
the present system, and "time-limited” welfare will have no
"teeth”. However, any system that terminates financial support
after some pre-determined {and, arguably, arbitrary} cut-off
period, will raise concerns about increasing homelessness and
destitution among families, forcing children intc the foster care
system because their parents can no longer meet their basic
needs, and “visiting the sins of the parents upon their
children.™

It will be a challenge to create a transitional program that is
stringent enough to provide a motivation to progress, yet
flexible enough to deal with the exceptions that will necessarily
have to be considered. The time limitation system {or the post-
transitional system) must acknowledge that some individuals will
fall through the cracks and reach the expiration of benefits
without being in a position to sustain employment indefinitely.

This issue of benefit termination will need to be dealt with
regardiess of the specific structore of the program. Will

new assistance programs be created for people with certain needs,
such as people with disabilities? Will such things as infant
¢are or drug treatment be allowable activities that gqualify
recipients for a stipend or some form of cash assistance? What
happens to the children in the household?
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THE BASIC APPROUACH

Under this approach, the two-year time limit would be treated as
an entitlement period. All persons eligible for assistance could
draw benefits for that perlod unconditionally; they would not be
required to participate in any education, training, or
employmﬁnt ~related activities or to aecept family support
services.

¥hile not required to participate in any programs, at their
option, clients could take advantage of available programs and/or
gervices which meet their needs and make them better prepared to
support themselves. At the end of the two years, the c¢lients’
benefits would be terminated, and they would have to accept a job
regaxdless of how ready they are to do so.

DIBCUSSION

This basic¢ concept is stxaightforwar& and would be fairly easy to
administer. However, it raises a number of concerns.

ol First, it is not gasily reconciled with the Prasident’s
statements that individuals would get assistance for two
years after they complete education and training.

o Second, its lalissez~faire approach towards work obligations
seems politically vulnerable, TIf the public feels
participation in education, training, or other activities is
efficacious, it may not be willing to delay participation
requirements. Similarly, if entry-level jobs are available
{and work pays}, the public may be unwilling to postpone the
entyy of employable recipients into the labor market,

At the same time, the public may find this model more
acceptabkle for some groups than others. For example, it
might not accept two-year deferrals for twoeparent families
with recent work histories, but find such deferrals
appropriate for families in serious crisis.

o Thirdly, this model seems biased towards welfare recipients
who are most "on~the~ball." Rescurces might tend to flow to
the most advantaged recipients, while highly disadvantaged
recipients float in limbo for two years and then face a job
market for which they are totally unprepared.

o A two-year horizon might be too distant for some recipients.



Given our understanding of caseload dynamics and welfare-to-
work programs, we fear this model c¢ould leave an. enormous
need for work slots in the post-transitional phase.
Furthermore, those needing guaranteed jobs might include a
disproportionate number of recipients who could not
successfully perform in the work place. When they fall at
their jobs, they might have no residual safety net.

If recipients opt to "use up® their two years, the cost-
effectiveness of certain work programs might be reduced.

For the most job-ready reclipients, this approach could
increase dependency.

This voluntary approach might encourage more entry into the
welfare system--especially if generous services are
available.

Because ©f the veluntary nature of this approach,
participation might be weighted towards more costly
education and training activities rather than to work-
oriented activities like ‘job search. There is alsoc some
concern that it might necessitate making more program slots
available than would be fully utilized--especlally if
program services are viewed as an entitlement.

Pogsible Refinements To address these concerng, refinements
could be built into the basic structvre to change the incentives
facing recipients and to promote desired behaviors. The
following refinements could be adopted individually or in
combination:

1)

2}

Ensure that strong orientations and on-going coungeling of
applicants and recipients encourage participation and early
gentry into the labor- force. ~Discussions would focus on the
importance of reserving some safety net and the rewards of
working;

Provide incentives to participate in appropriate activities
or to enter work., These could take the form of:

a) credits which would extend the two-year time-limit;
b} vouchers for future education and training services;
¢ stipends or other financlal rewards; or

d) 2ligibility to progress to an alternative, more exaltad
assistance system (e.g., a work support system).



3) Reserve or target the “better® job opportunities at the end
- of the time-limit for those individuals who have earned them
through participation and/or work; and

4} Be very glear and very strict about enforcing the two-year
limits, ' .

To reduce the need for guaranteed jobs, it would seem necessary
to mandate job search near t¢ or at the end of the time limit.

If job search were mandated at the c¢onclusion of the limit, cash
assistance might need to be extended for at least two-to~three
months to reduce the need for public jobs. If job search were
mandated within the twowyear limit, the assumption of a two~year
unconditional program is viclated, This problem could be
mitigated, however, by allowing some limited extension of time on
a month~for-month basis as an incentive to participate in
voluntary job search {see item 2a above}.
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THE BASIC APPROACH

In this option the current AFDC system would not be substantially
¢hanged. However, reciplents of cash assistance would be
expected to move quickly tovard work and supported self-
sufficiency. This option would ‘attempt to move people into
employment, even low paying employment, as soon as possible,
Time~limited cash asssistance would be viewed as a last resort for
those who are net able to become self-sufficient through
employment. Participation in activities leading to job readiness
would be mandatory., but appropriate exemptions would be
available.

This option assumes a more ryestrictive Federal policy regarding
the design of welfare-to-work programs and therefore implies less
State flexibility than currently exists under JOBS.

DISCUSSION

The Immediate Employment option would emphasize getting AFDC
recipients into iobs quickly and developing a work history for
future employvability. Unlike many JOBS programs, this option
would not prioritize education as a first placemsnt. It is
supported by prior experience with welfare-to«-work programs which
suggests that an approach emphasizing employment might have more
success in getting AFDC recipients off welfare. For example, in
the Project Match program, recipients who ¢heose GED as a first
activity frequently dropped out, not seeing the link between
education and work until they experienced low paying jobs. In
the GAIN program, participants in basic education activities had
low completion rates,

. This approach would allow the job market to sort out which

individuals are "employable." Non-exenmpt recipients would be
placed first in a job search component even if, by some measure,
they need skills training or basic education. For those not
ftinding employment, work-oriented activities would be emphasized,
such as job readiness and community work experience. In
addition, extensive job development services would be available
in ordexr to locate jobs for participants. Supervised work
experience activities would be available for those without
previous work histories, Use of job placement standards for
caseworkers would underscore the emphasis on guick job entry.

One advantage to this option is that it would move recipients
into dobs gquickly, so that they would not use up their time-
limited cash assistance., Further, it would minimize the number
of people whe would reach the twoeyear time limit. It thus might
minimize ¢ost, as fewer people would need to be placed in either
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public service jobs ¢r subsidized employment in the private
seCtox.

This option of transitional welfare was developed under the
assumption that a combination of part-time work, the expanded
EITC, health insurance, increased child support, and perhaps food
stamps would make it easier for people to leave welfare.

However, the Project Match experience indicates that many
individuals will have difficulty maintaining even part-~time
employment and will return to AFDC.

Therefore, for the Immediate Employment option to be successful
in helping people become self-sufficient, education and training
activities, as well as child care and other support services,
would have to be available for those who need additional skills
" to succeed in the job market. Enrollment in basic education or
vocational skills training could be tied to simultaneous
participation in job readiness workshops or job seavch. This
connection would refzect the theory that &ducatian oxr traiﬂgnq is

markat‘W"$1wilariy, ad&aatzaﬁ and traznzﬁg aatzvztzes coa&d be
-Yeserved for individuals who had recent exposure to the worid of
work,

The following are several issues that would need to be resolved
in this model of transitional welfare,

10 ;. In the Immediate
Employm&nt optlan appraprxata exemptzmn& from participation
regquirements would be available. A key question is how an
individual would be identified as exempt from job search.

it might be desirable to identify the exempt population as
goon as possible in order to conserve services. Using this
approach, all recipients might_have an initial assessment,
including a skills assessment, as soon as they receive cash
assistance. Those who are evaluated and considered sxempt
would not face immediate time-limitation requirements.
Those who are not exempt would then be required to
particigate in job search. A disadvantage to this approach
is that using an interview to identify potential
disabilities rums into the "self-reporting problem.”
According to the 0IG study on functional impairments, many
A¥DC and JOBS managers thought that assessment wasg an
incomplete tool to identify impairments; they believed that
participation in a JOBS activity was more likely to reveal
an impairment.

Another possibility would be for all recipients of cash
assistance to go through an initial Jjob search process

ﬁgs before any kind of assessment is done. This process would
identify those who have obstacles to immediate employment
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and those who should be assessed for disabilities or other
causes for exemption. Those who could not find a job after
job search, but who are not exempt, would have a skills
assessment.

' ANG4 14 ion; ‘The lmmediate Employment
cptlcn would requlra that APQC recipients participate in
activities leading to job readiness. Since the program would be
mandatory, - recipients would be entitled to any supportive service
that allows them to fulfil their participation requirement.

However, there are many ways that the mandatory regquirement could
be interpreted.

One possibility would be for all non-exempt individuals to
be required to participate. This interpretation would
greatly expand the number of people who would neged services
and would have serious cost and implementation implications.

another alternative would be an interpretation similar to
that of the JOBS program, where States would be subiject to
participation and target group requirements, but not all
AFDC recipilents would be served.

ijfi Another possibility would phase in the mandatory regquirement

TJ.O

only for new recipients of cash assistance.

In deciding which interpretation would be best, several factors
would need to be considered--not the least of which would be the
budgetary implications and how access to or recelpt of services
affects the ticking of the clock.

Isgue 3 -~ Sanctions and Incentives: Apart from the two-year

limitation, the program could use cther incentives or sanctions
to motivate pecple toward employment.

One possibkility would be to force individuals to "face the
clock® when they refused to participate or failed to maks
progress in becoming "job ready.* If the clock’s start was
tied to "job readiness,” such individuals could merely be
reclassified as "job ready.”

A second possibility would be to reduce the assistance check
by the caretaker’s amount, similar to what occurs in the
JOBS program. Such a sanction action would have no effect
on the clock’s movement.

A third possibility would be to provide financial incentives

to people who participate in their required activities, An

example would be awarding bonuses to those who made progress
in their assigned activity.

12
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TRANSITIONAL WELFARE:

THE GENERAL APPROACH

The basic idea for this option would be to develop an appropriate
set of time~limited policies for a new series of assistance
programs created to replace AFDC. These assistance programs
would include: 1) a work support system for working individuals;
2) a stipend system for those in education and training; 3) a
categorical assistance program for individuvals with disabilities;
and 4) a categorical assistance program for teen parents, The
cash assistance and services provided through these programs
would be geared to the needs of thelr respective client
populationg., 7The goal would be to achieve full participation
under each program, with all "adult” recipients inveolved in some
activity as a condition of receipt of receiving assistance.

wWhile those in the work support and stipend systems would be
doing JOBS~types activities (work, training, and education),
those in the categorical programs might be doing something less
demanding and less directly related to the world of work. For
example, dissabled recipients might be involved in rehabilitation
activities and teen parents in a combination of parenting and

. basic skills activities.

W u Stem

The work support system would provide financial support,. child
care and other supportive services, c¢ase management, job seaxch
and job placement services which would enable recipients to keep
their jobs or to get new jobs when they become unemployed. The
goal would be to keep working and “work-capable” individuals out
of the welifare system, Its financial support and othexr benafits
would be generous enough that those who could work would aspire
to be part of this system. There would be no time limits for the
assistance to working families in this system. There would be
time limits and/or dollar limits to any assistance provided
during periods of job search or transition between jobs. There
could also be time limits on job placements which were publicly
supported or subsidized,

Under this system, no work expense or other disregards would be
needed because even part-time employment would make the family
better off than they would be on cash agsistance. Its wages,
EITC, food stamps, and its child support or child support
asgurange payment would be sufficient.

In the spirit of guaranteeing jobs, the work support system would
be responsible for guaranteeing jobs or other types of work
assignments for low-income families who ¢ould neot find work and
¢ould not gqualify for either of the two categorical programs,

13



There would be no specific gsanction or exemption pelicy developed
for this program; participation would be entirely voluntary.
However, no assistance would be available to individuals {or
their famllies) if they failed teo work. IXIf they failed to keep a
"guaranteed” job, but were cooperating and performing as best
they could, less demanding work opportunities {which might also
pay less) would be offered.

This paper deoes not get into the nature and level of assistance
or the administrative structure for providing it since both the
Making Work Pay and the Other Support Services Groups are looking
at those guestions.

Stipend Svystem

Individuals enrolled in education and training preograms would
gquallfy for stipends which would help cover thelr family’s living
expenses while they were in school. They would also be eligible
for child caxe and case management services during that period.
The assistance could be administered through a Work Support
Administration, another non-welfare agency, or the education and
training programs themselves. If eligibility was restricted to
would-be welfare recipients, it might be appropriate to make a
State agency responsible for an initial authorization of
assistance. However, if the stipends were available on a genexal
basis t¢ low~income families, perhaps enrollees could work
directly with their programs rather than a State agency.

Individuals would gualify for benefits as individuals. HMultiple
members of a family could therefore qualify, but to prevent fraud
and duplication of benefits, individuals might have to provide
proof that they had children lieing with them or had
responsibility for their support {i.e., met the IRS test).
Benefits could be tracked using something like a smart card.

Stipends would be time~limited and conditional upon the
recipients’ making satisfactory progress in their programs., The
length of time that stipends would be authorized could be a fixed
period of time or tailored to the skills deficiencies of the
recipient. For example, all low-income individuals could qualify
for two yvears of vouchers in any ten-year period; the more
disadvantaged individuals could gualify for additional time; or
the short baseline period could be shortened {e.g., to one yeayr
or less), but eligible for extension when individuals gain work
experience Or earn other c¢redits.

The amount of the stipend would be adiusted for family size, but
would not exceed the amount available to veterans., It would be
computed based on the family's status at the time of enrollment;
@€ligibility and stipend amounts would be redetermined at the
beginning ¢f each new term, &tipends would not be adjusted for
modest changes in the family’s income or resources. ‘There would
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be little, if any, administrative activity except at
redeterminations.

Individuals who failed to make satisfactory progress would expect
to have thelr stipends terminated or suspended.. However, there
could be a good cause appeal system set up that would allow
reinstatement of eligibility in cases where the failure was dus
o something like illness. Alsg, consultations would be
scheduled for individuals put on academic probation or wtherwise
determined to be at risk ¢of failure, and case managers could
authorize short-term interventions which might prevent such
failures. fThose who had payments suspended, but did not get
reinstated, could use any remaining stipends after an interim
period of work.

The stipends would be in addition to any educational assistance
that is otherwise available through Federal, State, local,
private or institutional sources. S$tipends would not cover
education or training costs {including tuition} unless
alternative socurces of support were not available.

To the extent that the education and training programs were
responsible for administration of the gtipend payments and the
provision of counseling, case management, and related services,
they could receive reimbursement for their administrative costs.

There would be no specific sanction or exemption policy
specifically related to this option; participation would be
entirely voluntary. However, no assistance would be available to
individuals (or their families} if they failed to meet standards
of progress,

The disability program would provide assistance to those who have
emctional, physical, or mental problems which prevent their entry
inte the labor force ¢or their successful participation in
education and tralining activities., Those whose problems are
short-term {e.qg., expected to last less than three months) would
not be brought into the system, but could gualify for cash
agsistance on an emergency basis. Individuals with a substance
abuse problem that prevents them from working might be
temporarily assigned to a disability program while receiving
suitable treatment:; however, they could be disbarred from
receiving cash payments if and for so long as they failed to
cooperate. Alternatively, they could be offered assistance for a
limited, fixed period of time to give them an cpportunity to
address their problem {e.g., 5ix months}), but lose eligibjility
after that point. Similar policies c¢ould be adopted for other
categories of reciplents {such as the grossly osbese).
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In general, the disability program would have no time limits,
Eligibility cvould be extended for so long as a gualifying
disability existed. Also, individualsg could requalify if they
faced a recurrence in their condition or a new problem. Howsver,
in cases where a disability. is treatable, and/or the indlvidual
could find employment if they cooperated in rehabilitation
activities and/or education, training, and empleoyment programs,
assistance {at least to the adult) through this program could be
terminated if they failed to cooperate., In addition, for any
recipient in this system, it might be appropriate to require
acceptance of certain types of family support services. At least
the- adult share of the assistance payment c¢ould be thought ¢f as
a stipend for doing the required activity; as long as
satisfactory progress is made, the stipend would be paid.

Stipends for cooperating individuals would covexr the nesds of the
disabled adult and other family members who lived with them.

This approach would work like the current AFDC system of
assistance t¢ single parent ¢ases and to two-parent incapacity
cases. However, the system could be less rigorous than the
current AFDC program in terms of budgeting and redeterminations,
with greater tolerance for income fluctuations and accumuiation
of resources., However, in light of participation expectations,
it might not be appropriate to make long-term commitments to
assistance. :

This paper does not attempt to develop detailed policies for a
disability program {e.g., defining disability), with the
expectation that anothey group would be assigned that
responsibilitvy if we decide to pursue this course further.

Agsistance Lo Teen Parents

Cash assistance would be provided to pregnant and parenting teens
conditioned upon their participation in appropriate employment,
education, training, and family support activities {such as
parenting). This assistance would be available until the teen
finishes high s¢hool or reaches the age of 20, A system of
ganctions and bonuses would be developed to encourage
participation in appropriate activities. Intensive case
management would also be avallable, and agencies would be
encouraged to explore innovative ways of providing educational
and support services--including alternative educational programs,
on-site case management and payment issuances, two-parent
parenting classes, home visits, tutoring, and joint parent-child
programs. They could also explore alternatives to education.

The issuves of teen pregnancy and pregnancy prevention will be
coordinated with activities of the Surgeon General. Coordination
is also needed with a number of other issue groups with respect
t¢ the provision of services.
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DISCUSSION

If this multi-program proposal is to succeed, a number of serious
problems need to be addressed. These include:

Basig Eligibility-«How do you define the eligible programs and
families so the system is not duplicative and covers the entire
needy population which deserves cash assistance?

It is difficult to divide the welfare population into a discrete
nunber of groups with discrete service needs. In this four-
program, it seems that some needy families might be neglected,
while others might qualify under a number of programs. For
example:

Some might not be able to work or participate in education
and training, but also not fit into either of the two

categorical programs {(e.g., a parent who is temporarily out
of work bevause of a bhroken arm or a pregnant 20-year-old).

Some needy families might be covered by more than one gystem
at & time {e.qg., those who are disabled or working, but also
in education or training; and twoe-parent families with one
disabled and one working parent}.

some needy families might need transitional assistance while
moving from one system through another (e.g., temporary
agsistance while leoking for or securing a job).

Sceme might have temporary setbhacks which the four systems
are not degsigned to accomwaéata

Administrative

. Btructure-~How can y&a design the adminigtrative
structures for these four programs $o that can successfully serve
their own target populations and, at the same time: 1] ensure
that needy families do not fall through the cracks as they make
transitions from one assistance system to the next; 2} prevent
inappropriate duplication of services; 3) ensure that those whose
needs cross program lines can still receive appropriate services;
and 4) not be too cumbersome for families wanting to become self-
sufficient.

A Work Support Administration might be an appropriate service
structure for working individuals and those in education and
training. but an alternative strugture might be more appropriate
for teen parents and the disabled if that agency is focused on
the job ready. For teen parents, a school-based system might
prove most~effective. However, we would need to take care that
teen parents were not too removed physically or psychologically
from the world of working individuals.
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Benefit Levels--How do you set benefit levels so that families
that are able to work have the appropriate incentives, but that
cthexr categories of needy families can have thelr basic needs
met? Further, to what extent would the benefit levels in the
proposed programs have to recognize the current variations in
AFDC benefits?

3 Lv--15 the concept of disability concrete enough that a
it makas sense to davalop a separate system? Where would the
line be drawn (given in part that the measure of emplovability
would be different depending upon the mix of services available
apnd how accommodating work sites are for disabled individuals)?
Is the Administration prepared to require acceptance of medical
treatment? In light of the mainstreaming movement and the
Anmericans with Disabilities Act, is this an appropriate direction
to go? How can such a system get set up without getting. bogged
down in a morass of medical determinations, appeals, and
hearings? Do we know enough about diagnosis and treatment of
substance abuse, mental illness, and behavicral problems that we
could feel comfortable with making eligibility determinations,
terminating eligibility, and designing a service system for these
problems? Would we need to establish coriteria for defining what
"reasonable accommodation” this program should make in securing
appropriate services and emplovment for recipients? Heow shounld
the program be administered, including post-transition work
opportunities? Do disabled individuals move to the other systems
when they become job ready? Should benefits under this system be
limited to families with children? What program assists families
with disabled children served?

g Stipends-~Should stipends be available for
all lavels of eéﬁaaﬁian and training? Should programs have to be
credentialed? © Should stipend recipients have discretion in
choosing their education and training programs (both the type of
program and the specific institution)? Which administrative
gtructure would work best? If assistance is provided through the
education and training programs, is there greater risk of
individuals engaging in inappropriate or unproductive activities?
would such programs be capable of providing adequate child care
assistance and case managesment? Should the concept of this
stipend system be broadened to serve more disadvantaged
individuals in need of family support services and job readiness
activities? Should any stipends be available for nonw-adults?
wherxe and how do you draw the line between work and training?

Can additional time or funds for stipends be earned based on
work?

Should non-parents be eligible for assistance {through the foster
care program or otherwise} if they do not work or participate in
education and training? At what level?
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If AFDC as we know it is gone, do we stlll have guaranteed jobs?
For whom?

which systema, if any, provide financial support to families
looking for work? On what terms?

Can flexibility be built into the system so that families with

short~term disruptions c¢an receive emergency assistance r&t:l’mr
than being bounced to another system?
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Attachment 1

Preliminayy ﬁgﬁkgréuhg Data
{In miliions) ' AFDC up
Ave. monthly caseload 4.375 267
Ave., monthly reciplents 12 .5%6 ' 1.14#
Ave. adult recipients " 4.081 |

T W A A e A A W R AT SRR T e T AR Y A WA L A T S A A S S A U i —— —— " o W W

New applications approved in 19%1: 2.56 million
Cases approved where deprivation is due to incapacity: 3.6%

Percent of cases with prior welfare receipt: 41.2%
{42.9% bhave no prior receipt and 15.9% are unknown)

274,000 cvases with mothers aged 11-19+%
459,000 families with no adult in the case
280,000 families with two or more adults

97.2% of the adult recipients are parents, .3% are stepparents,
1.5% are grandparents, .3 parcent are siblings, .6 percent are
other relatives, and .1 percent are non~relativesx

Age of Youngest Child

unborn
undar one

12

3-5

6-11
12~15
16«18
unknown

*These figures reflect the status of adults vis-a-vis the
youngest child in the unit. Of the teen mothers, 47.1% of are
age 19; 31.9%, age 18; 10.5%, age 17; 3.9%, age 16

IOBS Data Reporting
For F¥91 (4.5 miliion cases}:

e 3 58

1.747 million recipients would be required to participate by
Federal law (denominatoer) in an average month

501,000 participating at some level in average month
263,000 counted as participating for participation rate purposes
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Attachment 2

On Friday, April 23, the group had a meeting with Mary Jo Bane to
obtain further guidance about the direction of its efforts. The
participants agreed that the group should pursue three
alternative models in more detail.

1. The first would assume that AFDC as we know it has been
replaced by a series of programs whose assistance was geared
to the needs of its target population. Working individuals
would have income support and a varxiety of othex work
supperts available to them. Individuals seeking education
and training would have stipends available on a time-limited
basis. The disabled would have income supports and services
appropriately tailored to their capabilities. Finally,
there might be a group of cases {such ag parents with very
young children} who receive c¢ash assistance, but have most,
if not all, of their participation reguirements deferred for
a peried of time.

Z. The second would assume that the current AFDC system is not
substantially changed. It would assume no entitlement to
two years of AFDC, but attempt to move recipients quickly
towards work and supported self-sufficiency. Participation
in activities wouold be mandatory, but appropriate exemptions
would be availabie.

3. The third would treat the two-yesar time limit ag essentially
an entitlement. While education, training, and support
services would be available durlng this period,
participation imn them would be voluntary. Then, at the end
of the two years, recipients would face work requirements.

Qver the next two weeks, the work group will develop these
options more fully and work with the modeling group to develop
some preliminary numbers to assocciate with them. {Among othey
issues, the papers will explore how different populations would
be treated and whether a no-exemption policy would be feasible,}
The goal is to present a 3~5 page paper on each of the three
alternative approaches for review by Friday, May 7.

In the meantime, Jeremy will assist in circulating a list
identifying the various “clusters" and working groups that have
been formed and listing the members ¢of each group. Also, the
initial set of issue papers and subsequent products from each
group will be generally circulated to the team leaders., Due to
this broad cxrcleationr team leaders must exercise discretion in
developing their materials.
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: W~ Roaos

June 11, 1993

MEMORANDUM

N HEP Staff
From: Wendell

Re: ARttached welfare reform proposal

Attached is the initial draft of my proposal to reform the
welfare system. These are preliminary ideas, and in some cases
the proposal is not fully developed. The proposal ought to be
treated as VERY confidential. One of the primary reasons for
circulating it is to understand our data analyszis needs and
capabilities,. If we can estimate the cost of a propesal such as
this, it will give us a goud understanding of what is involved in
analyzing varicus options. - I would grestly appreclate your
feedhack and comments.



FENFERE N, : Wendell Frimus
W7 6711/7%3

WELFARE REFQOHM PROPOSAL

The feollowing describes the author's proposal for reforming
the current welfare system. The proposal includes improved child
support enforcement, chlld support asswrance, asmendments £¢ the
current AFDC program, and a time limit with corresponding
education, training and CWEP. A

The proposal definitely meets the charge to “"end welfare as
we know it”, It institutionalizes male responsibility, it
provides opportunities for both custodial and nencustodial
parents to help support their children, and it promotes parental
responsibility. Its primary focus is the child, and it is based
on the assumption that ¢hild poverty should be reduced and income
atabilized through & strong child support enforcement and
assurance system. Under the proposal, the programs providing
cash or near-cash assistance are simplified, and 2 congistent
time Limit.is applied across all programs. The custodial parent
can receive AFDC, food stamps and housing benefits for a limited
period during which intensive efforts through a variety of
services, education, and training programg should enable the
parent to move towards self~sufficiency. After this time period
ends, the recipient Is offered a minimum-wage CWEP job where the
garnings {and hence hours) are limited by the amount of
assistance previously regeived. During this time pericd, the
welfare office recomputes benefits under the three assistance
programs assuming the recipient is working the required number of
hours at the job provided. FEarnings are reduced propertionately
for hours not worked, but any assistancs benefits are not
affected. Thus, there is a direct and immediate relationship
between work and economic well-being. At the end of two years,
the UWEP job ends. The recipient is then assumed to be working
in the private sector full-time at minimum wage, and assistance
benefits are determined accordingly. Depending upon state AFDC
benefit levels, AFDC has probably ended. Food stamps and housing
benefites would be reduced significantly but not sliminated. The
incentive to take a parv-time 3ob at that polint would be very
strong, as benefits would be calgulated assuming half-time work,
and the recipient would actually receive the wages. At all
points in time, there would e & large incentive 1o participate
in the ¢hild support assurancs system., The details of the
proposal are described below.

Paternit ~shligshmery

The paternity establishment component of the proposal is
very similar to the design ¢f the Downey/Hyde proposal, with the
goal of developing a system which facilitates universsal
compliance. Under the proposal, Federal funding would be made
available to sach State to implement a paternity establishment



program that meets certain Federal requirements and guidelines.
The goal of the Federal requirements is to ensure 'that paternity
15 established for as many children born out of wadlock as
possible, regardlegs of the parents’ weglfare or income status and
as soon as possible followlng birth.

inder itg paternity establishment program, sach State would
establish simple. nonadversarial procedures for the voluntary
acknowledgement of paternity shortly after birth, preferably in
rhe hospital through an administrative process. Eagh State would
e reguired to establish a c¢lvil procedure to adjudicate
contested paternity cases through a Jjudicial or administrative
process. In addition, each State would be required to improve
efforts to locate absent parents by ensuring that the parent
locate service has access to requisite State and private records,
and that other State have direct access ¢ the State data bases
in order to process interstate cases.

The Federal government would reimburse States for seventy
percent of the cost of establishing and operating the paternity
establishment program. An increase in the reimbursement rate
would be based on performance, relative to other States,

For children born after Janvary 1, 13386, custodial parents
who had not established paternity or who had not been granted a
good cause exesption would be unable to claim the personal tax
exemption for each child for whom paternity had not been
astablished,

Under the proposal, States would establish all injitial
orders through an administrative procedure according to uniform,
national guidelines indexed annually for inflaticon. Orders would
bae established on all noncustodlal parents regarding of current
ablility to pay, by assuming they would work full time at minimum
wage. The Federal government would establish and maintain a
national, universal database of all existing orders with current
information from the Federal income tax returns of all custoedial
and noncustodial parents including addresses, and $tates would be
reguired o use this information to update orders every two
¥RArS .

Coliection and Enforcement of Child

" This section includes many recommendations from the report
of the Interstate Commission on Child Support and gxisting
papers. It is similar to the new Federal-~State model {(option 33
described in the paper on child support enforesment restructuring
options, Under the proposal, States would assume primary
responsibility for the ceollection, disbursement and enforcement
of child support payments. dmplovers would withhold support from
wages based on information from the revised W-4 form and would
forward all withholdings to the State office. The Btate oifice



would forward child support payments to custodial parents on a
monthly basis, and would includs sepavrately any child support
assurance ambdunts.

In addition, all new employees would be required to notify:
thelr emplover of their child support obligations by £iling the
Federal W-4 form, which would be revised to collect ilnformation
regarding the emplioyee’'s nanme, address, Social Security number,
earnings per periced, child support order and health insurance
panefits. Employers would forward this information to the
Federal government to be verified against the national database
of orders.

Under thes proposal, any child support owed by a noncustodial
parent at the end ¢f the year in excess of that withheld during
the year would bs due to the State office and colliected via the
annual income tax form. Child support payments would have
precedent over ¥Federal tax lilabilities.

The State coffice, through its administrative law Jjudges,
would have the discretion to reduce child support arrearages on a
case-by~case basis, but only if the office determines that such
reduction will promote the pavicent of current child support
chligations by the noncustodial parent. An ALJ could also reduce
arrearages by reducing the present value of Spcial Security
retirement bensfits based upon changes in the garnings records of
noncustodial parents.

The rules for distribution of arrearages would be simpliw
fied. The Federal government would retain any arrearages which
resulted in the payment of the assured benefit. No monies would
be distributed to States as a result of any change in welfare
henefitg, Arrearages would be cancelled working backwards from
the date of the arrearage payment on an annual basis.,

The entire system would be universal and proactive, as
oppased to reactive. It would be fully automated, and noncusto-
dial parents would bhe required to keep the child support office
fully informed of any change in address and employer. The none
custodial parent would have various cholees on how to pay his
vhild support such as automatic withdrawal from a checking
account, predated checks, wage withholding or other methods. The
cholce emploved might dictate the necessity of one or two months
of advance payments.

assured Child Suppert Beneflit

Under the proposal, the Federal government would provide
{finance) an annual assured chiild support bkeneiit on behalfl of
any child who has been awarded support, but whose noncustodial
parent falls to pay. The benefit would be administered by the
State and would be determined according to either of ‘the
following two options and indexed to inflation:



al The amount shown in the schedule below, less any
private ohiid support collevied:

Humbey of Children Benefit
H SZ2,0040
2 3,004
3 3,500
4 o more 4,000

This option may also be accompanied by allowing the none
custodial parent to receive EITC. The details of this must still
be worked cut s0 ags to not encourage family break-up, and in
order to be fairly easy to understand and be limited by the
amipunt of ¢hild support actually paid.

b} Fifty percent of the child support order, plus a bonus
pavment of 40 cents per dollar paid by the noncustodial
parent up to a maximum of $100 per month. This option
may be phased out ag¢cording to the size of the order.

States mwust disregard up to $1,000 of ¢hild support and
assured bensfit payments before calculating the AFDC payment if
the State’s AFDRC payment level was less than or equal to 40
percent of the Federxal poverty level. Child support payments and
the assured benefit would be treated as income to the custodial
parent £or Lax purpsses.

Advance Pavment of _i Earned come Tz Sy

Certain low-income custodial parents who are eligible for
the sarned income tax credit (BITC) could reguest 1O recelivs
payment of the credit ¢on a regular basis along with thelr child
support payment. The EITC would be administered hy the State
¢child support agency.

Amendments to the AFDC Program

Under the proposal, changes would be nade toe the AFDC
program as follows:

Bl Rules for determining eligibility and benefit levels
would be simplified and standarxdized to facilitate
coordination among other assistance programs such as
food stamps and housing;,

by ‘Under current law, when food stamps are calculated,
AFDC benmfits are taken into account. The AFPDC benefit
is assumed to be 50 percent for housing and S0 percent
for other needs, and housing benefits are galculated
assuming one~-half of the AFDC ¢heck as lancome. The
cther one~half reduces the housing subsidy dollar for
dollar.  Unlike current rules, under the proposal, food
stamps would be treated as income for housing subsidy
purposes. Calculation of the food stamp benefit wonld
not count the amount ¢f housing assistance received;



¢y The 140-hour rale (which specifies that a parent must
work fewer than 100 hours in a month Lo be classified
as unemployed) would be eliminated;

d} The guarters of work rule (which specifies that te be
@ligible for AFDL-UP the principal garner must have
worked é or morsg guarters prior to one year before
application) would beg eliminated;

&) In place of the current $50 per month passthrough of
child gsupport, States would be reguired to increase
AFGC benefit levels by $70¢ per month for families wlth
a c¢hild support erder; and

£) The standard disregard would be raised from 390 to 5100
per month {with S$tate option to increase to more than
$10%), the ¢hild care disregard would remain the same
(20 percent ¢f earnings to a maximum of $175 per month
per ¢hild}, and an additional disregard of Z0 percent
of earnings (with State flexibility) would be added.
All benefivs (including AFDC, food stamps and the
assured bensfit, as well as child support payments)
would be taxable to the gustodial parent.

Time Limig

Under the proposal, welfare resceipt (including AFDC, food
stamps, and housing) would be limited to 12, 15 or 18 monthsy,
based on the unemployment rate in each urban and rursl arvea. For
regions wi dh unemployment rate less than 6 percent, the time
limit would be 12 months, for %9 pergent, 1% nonths, and for
greater than 9 percent, 18 months, Exempticn from the time limit

would apply to a caretaker of an AFDUC child who meets opne ar nore
cf the following conditions. He ¢r she:

al is not a natural or adoptive pavent;
b) 1s working more than 0 hours per week (40 hours for
- bath parents). (States could opt to increas¢e to 30 and
60 hours, respectively);

c} has care of a child under age 2. (?his could be
Limited to one child, and States could opt to decrease
gualifying age to 6 months);

d) has care of g disabled ¢hild or relative;

@} is making satisfactory progregs in seceondary school or
GED program;

£} is participating and making satisfactory progress in a

ehabllitation, training or parenting program (includ-
11g Haad Shaxt},

g1 has & functional disability or ;mna;rm&nt that
significantly reduces employability; or
f} has inswfficient c¢hild care arrangements.

Education and Tralning

Under the proposal, Federal funding for the JOBS progranm
would increase by $3 billion. %he Federal matching rate would be
raised from the current level to 75 percent. Countersyclical



aassistance would be provided through an enhanced Federal match of
%3 pexcent Lf the uncmpleoyment rate in a 3tate rises above 7
percant.

This proposal envisions the continuation of current State
JGBS programs. As under gurrent law, States would be given
gonsiderable flexibility as to how recipients move through the
system. States would be regulred to properly inform all
recipients of the implications of the time limit, including
opportunities and obligations at various polints in time. States
must limit the length of time for which participation in '
education or training activities would gualify as an exemption
from the tims limit.

Transitional Agsistancs

All pther individuals not exempt from the time limic would
he required after the time~limit outlined above to "ywork off-’
thelr welfare benefit in a CWEP~type program. CWEP programs must
be designed to improve the employability of participants through
actual work experience and training in ordeyr to enable individu-
als to move into regular employment asgs soon as possible. States
would be reguired to ¢ffaer a CWEF job within 30 days of -when an
individual goes on AFDC, if che individual so reguests. The cost
‘of providing CWEP would be funded at a Federal matching rate of
7% percent. States who wish to provide additional CWEP above
that which is specified in the proposal could received Paderal
funds at a matching rate of $0 percent. '

-Individuals would be reguired ¢ work the number of hours
derived by dividing the toval amount of theiv yelifarg benefit
{including APDC, food stamps and housing) by the Federal minimunm
wage, up Lo a maximum ¢f 49 hours per week. Participants would
be paid an hourly wage equal to the minimum wage, and for
purposes ¢f benefit calculation, the wslfars department would
assume that the participant is being paid for the hours
specified.. Wages under CWEP would be counted as earnings. For
any reguired hours that the participant failled to work, wages
would be reduced accordingly.

Earnings would not be counted as income for purposes of
calealating the earned income tax credit, and no unemployment
bengfits would be pald. Child care would be guaranteed.

Current law rules for the workmen’s compensation program and the
Social Security program {inciuding payment of the FICA tax) would
apply. All benefits wounld be calculated according te existing
rules. This lmplies that individuals would leave the AFDC
program £irst, the food stamp program second, and the housing
program third,

Participation in CWEP would be limited to twe vears, after
which 1ndiviauals would he expected to move inte a full-time
minimum wage iob. For every yeayr off of AFDRC, housing benefits,
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and CWEP, individuals would be able to garn two months of VLQ?
ereditt in the welfare system for future use,

It is necessary to develop a proposal to address the lssue
‘of teenage pregnancy and cut-of-wedlock childbearing. The author
would recomuwend a progranm which would engourage the voluntary use
¢f Norplant for birth control purposes. The teen parent
demonscration project has shown that mothers often desire to
prevent the birth of additional children., but they do not often
have the means Or the Knowledqe.

Work and Training Requirements for MNeoncustodial Parents

Under the proposal, the JOBS program would be modified and
expandad tQ accommodate participatlion by noncustodial parents who
have failed to, or are unable to, pay child support. A State
administrative law judge (ALJ) could require mandatory participa-
tion in job searceh activiiies under the JOBS program for i
noncustodial parents who willingly fail to pay child support.
Noncustodial parents who are unablse to pay child support bhut are
not wore than two months delinguent weould have an opportunity to
volunteexr for participation in the JOBS program oy other
specified activities, during which time the current child support
order would be wailved. <{ertaln noncustodial parents would be
ellgible for publliec service employment {PSE) jobs administered by
the State. States would be entitled to receive additional
Federal funds to adwminister the JOBS program and o provide
50,000 . public service employment jobs. Intact families would be
given priovity over separated families for the P3E slots.

Under the expanded JOBS program, States would face a rsduced
Faderzl match unless 30 percent of JOBS funds was spent on
services to azssist noncustodial parxents. The current law
reguirement that 55 percent of JOBS funds must he spent on
certain target populations would be redvoced to 3% percent.

“

Tax Treatment of

Under the proposal, the household standard dgduction would w/
be increased to the level of the Joink.stapdard dedvuction., For
198%, this implies an increase of $750. Child support payments
and the assured benefit would be taxable to the sustodial parent,
and tax deductibls to the noncustodial parent, 1f ths custodial
parent receives the personal exemption for the c¢hild. If the
noncustoedial parent receives the personal exemption, child
support payments would continue to not be included in gross
incane Lo the custodial parent. AFDC benefits, food stamps, SST
and housing benefits would all be counted as taxable income LO
the cusiadial parenti.




Demgnstrations, Research and Fvaluation

A whorough svaluation of all aspects of the program would be
conducted after the (WEP program and the time limit had been
fully implemented., If it was determined that harm was being done
ta children, the President would have the authority to eliminate

the time limit. Demonstrations and research projects will be
determined at a later date,



IMPACTS

Reduced child poverty

Paternities established on 449,000 additianal
chlldren each year

Increased parental responsibility

Transfer of an additional $10 billion in child
support

Reduction in AFBC caseload

Increased ability for parents to support their
children

Improved child ocutcomes

A
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DRAFT

The President has cailed for an "end to welfare as we know it." Most of the work
done by the working group to date is based on the noticn that the geal is to find a genuine
aiternative 1o welfare. A major focus kas been on insuring that people can adequately support
themselves outside of the AFDC system--focussing on work instead of welfare. Thus there is
a hesvy emphasis on non-welfare supports connected to work. A second emphasis is on
moving people off the welfare system as quickly as possible, rather than encouraging them to
work while on welfare. These two emphases are different from what one sees in most state
welfare reform efforts--either in their implementation of the JOBS program, or in their waiver
requests for state demonstrsfions.

ISSUE #1: REFORMING VERSUS REPLACING WELFARE

Under all scenarios, the working group anticipates mns;derable flexibility in state direction
and implementation. Hut ultimately we will have to face the question of how much of the
basic culture and focus will come from the federal government. The Bush administration
followed a policy of "welfare reform through state waivers,” 2 policy which many state
officials would like to see as the centerpiece of this administration's welfare reform. Cur
experience with resent and current warver requests suggests that this route is ualikely to end
welfare a3 we know 1. Stale seif-sulficiency-oriented weifare reforms tend to focus on
improving the JOBS program and on providing work incentives within the welfare system, in
the form of mgher eamings disregarde and loawer benelit raduction rates. Fven the most
dramatic of the state’ proposed demonstrations are not oriented to getting people off welfare
quickly and supporting them outside the welfare system when they work. Partly this is
because it is hard for states 10 envision genuine sltemnatives to the welfare system, and hard
for them to develop programs--like a large-scale EITC--necsssary 1o replace welfare for
substanha! numbers of people. ;

The Working Group is 0pcranug on the assumption that the goal is 1o genuinely transform the
welfare system while preserving a high level of state flexibility. More moderate reform
would call for expanding and enriching the JOBS program, or relying on state-generated
reform approaches. The more moderate strategy has the potential for genuinely improving the
welfare system. The leadership of the Working Group believe that it is possible and desirable
to be much bolder, 1o fashion an approach that focuses on quickly moving people off welfare
and helping them stay off tough o sties of wuik supports. IT this could be dons, time
limits in the welfare system isself would be much more reasonable, since we would expect
many fewer people to hit whatever time limit was imposed.

ISSUE #2: THE DILEMMA OF SINGLE PAREN'IS-»CH]LD SUPPORT ENFORCEMENT
AND INSURANCE

No problem is more tmportant or more vexing in welfare reform than that posed by the rapid
increase in single parents, especially children bom out of wedlock. Though divorces have
leveled off, the number of children born to unmarried mothers continues to rise dramatically,
A major part of our «ffort must be 16 try and reduce the formation of single-parent families,
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but the guestion remuins of what one does about the single-parent famnilics that have been

formed. 2

The dilemma is straightforward: single parents aze in an extremely difficult position. They
are expected 1o both nurture and provide for their child alone--or go onto welfare. Many
believe thet some mothers, cspeeially those with very young children und from highly
disadvantaged backgrounds, are not in a position to carry the entire burden of support, even
with policies in place 1 make work pay. They argue thar single parents and their children
need some additional economic support to be able to fuifill their responsibilities. But if
supports are offered to help protect single parents, it could appear that we are encouraging the
formation of single-parent fomilies.

The obvious place to look for additional economic support is the absent parent. The current
child support enforcement system is so porous that less than a third of absent fathers' potential
obligation is actually collected. A dramatically improved system would bring essential
support to many single parents and is a major focus of welfare reform. Moreover, since
money paid o the mother comes from the father, such a system strongly reduces incentives
for fathers 1o form single-parent families.

The question 15 what should be done when the government is unable o collect money from
the absent parent due to his unemploymaent or aclive avoidance. One sratesy would be 10
create a child support enforcement and insurance system.

This slement is controversial. Proponents argue that it truly makes work feasible and
legitimizes a genuinely time-limited welfare system. Critics see it as distracting the
government from genuine ¢hild support enforcement efforts and perhaps simply providing

welfare by another name,
: 1

A child support enforcenent sl insucave (CSEI) program would seck to both deamatically
inprove child support enforcement and provide some protection to single parents by providing
a government guaranteed minimum child support payment {say $2,000 or $3,000) even when
collections from the shsent father fall below the minimum . Minimuem child suppornt
paymonts would only be provided to custodial parents with an award in place. Moreover, any
insured child support payments would be counted as incomc for welfare purposes and welfare
benefits would be reduced doliar for dollar. A waman on welfare is thus no better off, she
receives some guaranteed child support but correspondingly less welfare. But if she went o
work, she ¢ould keep her child support. Thus the only people who would benefit from the
ensured benefit would be working single parents since unlike welfare, the money is not Jost
whoen poople go to work,

i
Advocates argue that a CSEI plan would create & strong work incentives, make it much easier
10 leave welfare for work, end sigmficantly increase incentives for mothers 1o help get awards
in place. In addition, the insured benefit could be seen 35 an unmet obligation of the father,
who could be legally compelled to participate in training or work programs in liey of the

3
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WELFARE REFORM, FAMILY SUPPORT AND INDEPENDENCE

BRIEFING FOR THE PRESIDENT

18 June, 1993 DRAFT »

Members of the Working Group on Welfare Reform, Family Support and Independence have
been wartking for several months to develop specific options consistent with the four themes
that the President has consistendy emphasized regarding welfare reform. In working on these
issues, we have identified three issues that are particularly important: reforming versus
replacing welfars; the dilemmma of single parents and child support enforcement and nsurance;
snd structuning a time-limited welfare and work.

This memo stants by briefly summarizing the basic themes. It then outlines the three issues.
We have also attached a briel progress report on the staff issue teams that are supponting the
Weorking Group.

FOUR THEMES

Make Work Pay -~ The critical starting point for helping people off welfare is to insure that
people who wark are niot poor. Two central elements are already moving forward: an
expanded Earned Income Tax Credit (EITC), and health reform. Child care will be a critical
element as well. Other steps designed 1o really make work work for low income families are
being considered.

A
Dramatically Improved Child Support Enforvement -- Over half of children bom in the U.S.
will spend time in a single parent home. The cbvious starting point for supporting these
children is to look to both parents. Only one third of single parents currently receive any
sow l-gidered clild support today. There are amany changes to be made, ranging from paternity
establishment in the hospital to 5 central cleannghouse for all collections and a much greater
role for the Federal government. A major question is whether to adopt or experiment with
some form of child support enforcoment and insurance. i
Betier Tymining and Support - The Family Support Act of 1988 started & provess of improved
emplovment and training services for welfaze recipients. We should build on the lessons of
the JOBS program and insure that those on welfare have sccess 1o the education and training
services they need 10 escape welfars. Major issues involve how w0 integrate training for
welfare mothers into zhé{ larger system of education and training.

Transitionad TheeLimited Welfare and Work -- The ultimate goal is 10 make welfare truly
transitional for those who are healthy and able to work. If the other steps make it feasible for
single mothers to support themselves and nurture their families, then one can and should
expect people to find private work, or to work in some form of community or public service.
Issues of particular concern include how strict the time limit should be, and how much and
what kind of work ¢an be generated for those who reach the time himit.
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payment. It would clarify that a porzi%m of the suppont for the ¢hild should be coming from
the absent father. Finally, such 2 system would protest women of all sconomic classes, rather
than targeting poor single parents as welfare does,

Crities regard such plans skeptically. If single parents are assured a child support payment,
they wouy that sales will have litle reason 1o track down paymemts from fathers, This plan
has been labeiled "welfare by another name" because it goes to single parents and offsets
welfare payments for those who do not work.,  Some argue that it ¢ould encourage the
formation of more single-parent families.

Both cntics end supporters agree that unless a plan of ¢hild support enforcement and
msurance was coupled with a radically improved child support system, and unless a
significant majority of custodial parents are receiving what is paid by the absent parent rather
than a minimum benefit, the minimum benefit could be perceived as 3 new income support
system for single parents rather than a base of pratection built into the child support
enforcement system.

ISSUE #3: STRUCTURING TIME-LIMITEDR: WELFARE AND WORK

The principle of timea-limiting welfare, of ensuring that welfare does not in fact Jast forover,
had enormous appeal in the campaign and resonates positively with a broad range of people,
including welfare cliems. If supports for work are in place, if we have dramatically increased
chitd support, and if we have improved education and training, then it seems reasonable to
insist that after some period of time, waditional welfare ends and some sort of work begins.
Morcover, everyone agrees there is meaningful work to he dane: ihraries are closed becauge
communities cannot afford staffs, community ¢rganizations have dozens of ways o use new
workers, child care programs need more help, just 1o name a few.

But significant questions arise: how many people can reasonably be Wc:ed to work and
how does one mount 32 massive job effort that might be neaded,

The complexity of people's lives, the characteristics of the caselosd, and the difficulty of -
mounting 4 massive work program lead many 10 believe that a time limit should only be
applied to a modest portion of the caseload, at least at first. The vast majority of recipients
start welfare with a child wnder 3. Many have little work experience. Some are iil or have
sick children. Some simply have trouble coping with thetir lives, Moreover, requiring work
of even half of the caseload on for more than 2 years conld require the creation of 1.5 million
jobs or more. j _

Inevitably ¢ritical questions involve cost and capacity. We would all like 1o ses a system of
100 percent participation in work or work preparation activities by those on welfare. The x%
of welfare recipients with pre-school children could not reasonably be required to work if day
care were not provided., Education and training services, though usually funded cutside the

¥

990 BRLLBGES TR posd 208 CHEI-TR-NAL



WINAAT ]
i
welfare system, iz not {ree, o is capacity unlimited. Community service slots also require
investment in planning, teaching, equipment, and supervisory time,

The JOBS program currently spends about $800 million nationwide, and enrolis abowt 7
percent of recipients. Even the best-performing states currently serve only about 15 percent
of reciptents, Only in s very fow places--Riverside, California being the best known example-
<has the JOBS program substantially affected the way the welfare system operates. Just
moving all the states toward a program like Riverside would be a major task, especially if
more mandatory work was expected. No state now relies on mandatory work 1or more than 2
~ small proportion of clients. Attempting to reach everyone and ultimately requiring work
would thus be a gigantic leap, and an expensive one. And some warry about whar will
happen to the "walking wounded" on welfare now,

A new system could be phased in, either by state or by cohort of welfare recipients, That
would Jower the initial cost and provide some time for lessons regarding the magnitude and
solutions o cost, capacity, and implementation, The challenge will be how w manage costs
while at the same time being bold enough 1o meet our commitment o real change.

A gecond big issue is tre consequences of non-compliance. For a system of required
participation and work 1o be percsived as a genuine ead 1o welfare as we know it, there
wonid have 1 be senous penalties for non-participation. But current practice includes strong
due process projections, penalties affecting adults only, and extremely low sanction rates of
any sort.

Serious consequences for mmpml«:lpanon are crucial 1o the integrity of a new system,
However, both the moral legitimacy and the feasibility of strict expectations and time limits
ot cash aid will dertve from the existence of supports and opponiunities to make work work.
Because all of the elements must develop together, the management of a phased-in approach
is crucially lnsporiantl. '

It is important to realize that both the moral legitimacy and the fessibility of a reasonable
strict time-limited welfare system hinge criically on the magnitude and nature of supponts for
work putside the welfare system. The easier it is for people to support their families through
work outside of welfars, the fewsr people will rcach any time limit on cash aid and need to
be placed in public or community jobs. With 2 rich array of non-welfare supports -~ including
the expanded EITC, child care, improved child support enforcement and perhaps child suppont
msurance -- 4 woman could be bener off than welfare even working half rime Half\time work
seems feasible even for mothers with very young children and those from highly distressed
backgrounds, It would also reduce the cost of child care and job creation. Thus 2 final
question which will need 1o be explored is the extent 10 which spending more on suppons
outside the welfare system will reduce the nzed for and cost of providing work for people
who reach the end of a time-limited support program.
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WELFARE REFORM PROPOSAL

Child Support Enforcement and Assurance

paternity Establishment

The paternity establishment component is wery similar to the
design 0f the Downey/Hyde proposal, with the goal of developing a
system which facilitates universal compliance. Under the
preposal, Federal funding would be made available to each State
to implement a paternity establishment program that meets certain
rederal vegquirements and guidelines. The goal of the Federal
reguirements 1s to ensure that paternicy is established for as
many children born out of wedlock as possible, regardless of the
parents‘ welfare or income status and as soon as possible

following birth.

Under its paternity establishment progryram, each State would
establish simple, nonadversarial procedures for the voluntary
avknowledgement of paternity shortly after birth, preferably in
the hospital through an administrative process, Bach State would
be reguired to estsblish a civil procedure to adjudicate
contested paternity cases through a judicial or administrative
process, In addition, sach State would be rsguired to improve
gfforts to locate absent parents by ensuring that the parent
lotate service has access to requisite State and private records,
and that other 5tate have direct access to the State data bases
in order to process interstate cases.

The Federal government would reimburse States for seventy
percent of the cost of establishing and operating the patexnity
establishment program. An increase in the reimbursement rate
wixuld be basgd on performance, relative to other States.

For c¢hildren born after January 1, 1996, custoedial parents
who had wnot established paternity or who had not been granted a
good cause exception would be unable to claim the personal tax af‘
exemption for each child for whom paternity had not been
@stablished, : '

Establishment of Child Support Orders

Under the proposal, States would establish all initial
orders through an administrative procedure according to uniform,
national guidelines indexed annually for inflation. Orders would
be established on all noncustodial parents regarding of current
ability to pay, by assuming they would work full time at minimum
wage. The Federal government would establish and maintain a -
national, universal database of all existing orders with current
information from the Federal income tax returnsg of all custodial



and noncustodial parents including addresses, and States would be
reguired to use this information te update orders every two
Yoars.

Collsction angd Bnf

This section inecludes many recommendations from the report
of the Interstate Commission on Child Bupport and existing
papers. Under the proposal, States would assume primary
responsibility for the collection, disbursement and enforcement
of child support payments. EBEmployers would withheld support from
wages based on information from the revised W-4 form and would
forward all withholdings to the State office. The State office
would forward child support payments to custodial parents on a
monthly basis, and would include separately any child support
assuranceg amounts,

In addition, all new employees would be required to notify
their employer of their child support obligations by filing the
Faderal W~4 form, which would be revised to collect information
regarding the employee’s name, address, Socilal Security number, -
earnings per period, child support ovder and health insurance
benefits., Employers would forward this information to the
Federal government to be verified against the national database
of orders.

Under the proposal, any child supporit owed . by a noncustedial
parent at the end of the year in excess of that withheld during
- the year would be due to the State office-and collected via ths
annual income tax form. Child support payments would have
precedent oveéer Federal tax liabilities.

The State office, through its administrative law judges,
would have the discretion to reduce child support arrearages on a
case~by~case basis, but only 1f the office determines that such
reduction will promote the payment of current child support
obligations by the noncustodial parent. An ALJ could also reduce
arrearages by rveducing the present value of Social Security G
retirement benefits based upon changes in the earnings records of
noncustodial parents.

The rules for distribution of arrearages would be simpli-
fied. The Federal government wopuld retain any arrearages which
resulted in the payment of the assured benefit. No monies would
be distributed to States as a result of any change in welfare
benefits. Arrearages would be cancelled working backwards from
the date of the arrearage payment on an annual basis.

Undexr the proposal, the Federal government would provide
{finance) an annual assured child support benefit on behalf of
any ¢hild who has been awarded support, but whose noncustodial
parent fails to pay. The henefit would be administered by the



State and would be determined according to either of the
following two options and indexed to inflation:

ajl The amount shown in the schedule below, less any
private c¢hild support collected:
Number of Children , Benefit
1 $2,000
2 3,000
3 3,500
4 or more 4,000

b} Fifvy percent of the child support order, plus a bonus
payment of 40 cents per dollar paid by the noncustodial
parent up to a maximum of $100 per month,

States must disregard up to $1,.000 of c¢hild support and
assured benefit payments before calcoulating the AFDC payment 'If
the State‘s AFDC payment level was less than or egual to 40
percent of the Federal poverty level. <¢hild support payments and
the assured benefit would be treated as income to the custodial
rarent for tax purposes.

Advance Pavment of the Earned Income Tax Credit

Certain low-income custodial yarents who are elzgzbie for
the earned income tax crsdit {EITC) could reguest to receive
payment of the credit on a regular basis along with their child
support payment. The EITC would be administered by the State
child support agency.

Amendments to the AFDC Proqram

Under the proposal, changes would be made to the AFDC
program as follows:

aj Rules for determining eligibility and benefit levels
would be simplified and standardized to facilitate
coordination among other assistance programs such as
food stamps and housing;

b The 106-houy rule {(which specifies that a garent must
work fewer than 100 hours in a month to be classified
as unemployed) would be eliminated;

¢} Tha quarters of work rule (which specifies that to be
eligible for AFDC-UP the principal earner must have
worked & or more guarters prior to one year before
application) would be eliminated;

d} In place of the current $50 per month passthrough of
child support, States would be required to increase
AFDC benefit levels by $50 per month for families with
a c¢hild support order. This would not be counted in
the food stamp or housing programs;

€} The standard disregard would be raised from $90 to $1Q0
per month, the ¢hild care disregard would remain the



sane {20 percent of earnings to & maximum of $175 per
month per child), and an additional disregard of 20
percent of earnings would be added.

Time Limit

Under the proposal, welfare receipt (including APDC, food
stamps, and housing} would be limited to 12, 18 or Z4 months,
based on the unemployment rate in each urban and rural area. Tor
regions with an unemployment rate less than 6§ percent, the time
limit would be 12 months, for 6-9 percent, 18 months, and for l
greater than 9§ percent, 24 months., Exemption frxom the time limit 3&
would apply to a caretaker of an AFDC child who meets one or more |
of the following conditions. He or she:

a} i8 not & natural or adoptive parent;

by  is working more than 20 hours pex week (40 hours for "%,5£¥
both parentsy; '

¢y has care of a child under age 2;

43 has care of a disabled child or relative:

e} is making satisfactory progress in secondary school or
GED program;

£ is participating and making satisfactory progress in a
rehabilitation, training or parentving program {includ-
ing Head Start};

g) has a functional disability oy impairment that
significantly reduces employability; or
h)  has insufficient child care arrangements.

Education and Training

Under the proposal, Federal funding for the JOBS program
would increase by $3 billion.: The Federal matching rate would be
raiged from the current level to 80 percent. Countercyclical
assigstance would be provided through an enhanced Federal match of
30 percent if the unemployment rate in a State rises above 7

percent.
. e

Transitional 2agsistance

All other individuals Aot exempt from the time limit would ¢@¢1@J
be required after to ‘work off’ their welfare benefit in AR
a CREP-type program. CWEP programs must be designed to improve ™

the employability of participants through actual work experience

. and training in order to enable individuals to move-into regulax
employment after one year. Caseworkers would approve participa~

tion with the goal of moving individuals toward self-sufficiency

within one year. States would be reguired to offer a CWEP job Foc
within 90 days of when an individual exhausts the ons-year.limik m
Individunals would be required to work the number of hours derived

by dividing the total amount of their welfare benefit (including

AFDC, food stamps and housing) by the FPederal minimum wage, up to

a maximum of 40 hours per week. Participants would be paid an



hourly wage egual te the minimum wage, and for purposes of
benefit calculation, the welfare department would assume that the
participant is being paid for the hours specified., Wages under
CWEP would be counted as earnings. For any required hours that
the participant fails to work, wages would be reduced according-

ly.

Earnings would not be counted as income for purposes of
calculating the earned Income tax credit, and no unemployment
benefits would be paid. Child care would be guaranteed.

Current law rules for the workmen's compensation program and the
Social Security program {including payment of the FICA tax) would
apply. All benefits would be calculated accoxrding to existing
rules, This implies that individuals would leave the AFDC
program first, the housing program second, and the food stamp

program thzrd Q& Jundd e ) ; M{-Wd Py o> w%

LClpatLQ& in CWEP would be limited to two years, afte

whichy's =t : irtd e tergingtedr For every year off of ]
AFDC| hcuszng beneflts, and CWEP, individuals would be able to D
garn two months of ‘credit’ in the welfare system for future use. ?ﬂ

Teenage Pregnancy and Ou mofww dlock Pirths

It is necessary to develap a proposal to address the issue
of teenage pregnancy and out~ofewsdlock childbearing. The author
would recommend a program which would encourage the voluntary use .
of Norplant for birth control purposes. The teen parent
demonstration project has shown that mothers often desire to
prevent the birth of additional children, but they do not often
" have the means or the knowledyge.

Work and Training Reguirements £or Nencustodial Parents

Under the proposal, the JOBS program would be modified and
expanded to accommodate participation by noncustodial parents who
have failed to, or are unable to, pay child support. A - State
administrative law judge {(ALJ} could reguire mandatory participa-
tien in job search activities under the JOBS program for
noncustodial parents who willingly fail to pay ¢hild support,
Noncustodial parents who are unable to pay child support but are
pot’ more than two monthy delinguent would have an opportunity to
volunteer for participation in the JOBS program or other
specified activities, during which time the current child support
order would be waived. Certain noncustodial parents would be
eligible for public service employment (PSE)} jobs administered by
the State. States would be entitled to receive additional
Federal funds to administer the JOBS program and te provide
50,000 public service employment jobs, Intact families would be
given priority over separated families for the PSE slots.

Under the expanded JOBS program, States would face a reduced
Federal match unless 30 percent of JOBS funds was spent on
services to assist noncustodial parents. The current law



requirement that 55 percent of JOBS funds must be spent on
certain target populations would be reduced to 33 percent.

Child support payments would be deductible from gross income
for Federal tax purposes if the custodial parent regeive the
personal exemption.

A thorough evaluation of all aspects ¢f the program would be
conducted after the CWEP program and the time limit had been
fully implemented. If it was determined that harm was being done
te childran, the President would have the authority to eliminate
the time limit. Demonstrations and research projects will be
determined at a later date.

Financing
The proposal would be financed through the following:
a}  Helfare savings from implementation of the time limit,

b Taxation of AFDC, food stamps, 58I, housing, child
support payments and assured benefiy;

<) Subject student earnings above $1,000 annually to FICA
taxes;

) Elimination of Soclal Security henefits -for children of
retirees;

e) Increased taxation of alcoholic beverages:

£f)- JIncreased taxation of handguns and semi-automatic
weapons; and

g} Elimination of the Low-Income Enesrgy Assistance Pregram‘

(LIBEARY,
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MAJSOR COMPONENTS OF HELFARE REFORM PROPOSAL
{Fiscal year 1983, in billions of dollars)

Additional child support enforcement 1.0
Faternity establishment g.5
increased funding for JOBS 3.0
CWEP (above welfare savings) 1/ 0.5
Child care 1.0
Welfare savings {time limit) (3.0}
Child support assurance {net) 3.0
Taxation of AFDC, food stamps, 58I, housing,

child support payment, child support

assurance to gustodial parent; deduction of

child support for noncustodial parent . {1.0}
Program simplification and improvement 1.¢
Elimination of LIHEAP (1.5}
Taxation of student earnings (0.7}
Elimination of Social Security benefits for

children of retirees (0.6}
Taxation of alceholic beverages (2.7}
Increased excise tax on handguns and

semi~automatic weapons {9.5)
Total cost 0.0

17 Most'af the cost of CWEP (including the bonus) would be offset
by reduced participation, The cost shown includes some CWEPR for
noncustodial parents.

Note: Bracketed numbers indicate revenues. 7These numbers are
guesstimates and in many cases a hoped~for result. They should
not be taken seriously, except as a guideline on what a given
policy will cost or save,



IMPACTS

Reduced c¢hild poverty

Paternities established on 400,000 additional
children each yeay

Increased parental responsibility

rransfer of an additiosal 510 billion in child
support

Raduction in A¥DC caseload

Increased ability for parents to suppert their
children

Improved child outoomes



