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J SUMMARY AND WORKING GROUP RECOMMEl"l)ATIONS 

Evel),one is frustrated with the welfare system, Welfare reform is designed to give people 
back the dignity and c;ontrol that comes from work and independence. ]t is about reinforcing 
work and family and opportunity and responsibility, 	 ' 

The current welfare system provides cash support and a set of rules and expectations focused 
on verifying eligibility rather than on moving people to self-support, We propose a new 
vision aimed at helping people regain the means of supporting themselves and at holding 
people responsible for themselves and their families, The proposal emphasizes that work is 
valued by making work pay, It indicates that people should not have children until they are 
able to suppon them, )t signals that parents-both parerns--have responsibilities to suppon 
their children. )t gives people access to the training they need. but also expects work in 
return. It limits cash assistance to two years, and then requires work, preferably in the 
private sector. bur in community service jobs if necessary. Most importantly. it changes the 
culrnre of welfare offices, getting them out of the check-writing business an~ into the ,training 
and job-placement busjness. 	 . 

Ultimately, this plan requires changing almosl everything about the way in which we provide 
support to struggling families. To achieve this vision, the plan has four main elements. 

MAJOR THE~1ES 

Transitional Assistance Followed by Work 

• 	 full p.nicipa!jQn, Everyone who receives cash suppon is expected to do something 
to help themselves and their community. The requirement applies to those who are 
preparing themselves for work and to those who are currently not ready to work. 
Those who are unable to work due to disability or other reasons will be expected to 
do something for themselves or their community •. but "till not be subject to time limits 
until tbey are ready to engage in training, education or job placement services. 

• 	 TrainjnG, ¢u!;itjQn and job p]ac;;= services (the JQBS llrngram), As soon 
as people begin receiving pubHc assistance, they will sign a personal 
responsibility contract and develop an employability plan to move them imo 
work as quickly as possible, Many will get jobs quickly--in weeks or months-­
afler assistance with job search and job preparation. Others will spend time in 
education and training services as needed, The program will be closely , 
coordinated with existing mainstream education and rraining programs 
including current and new Labor Department programs (the Job Training 
Partnership Act and the Workforce Security Act), School-to-Work programs, 
vocational and postwsecondary education. 

• 	 Time limits. People who are able to work will be limited to two years of cash 
assistance. Most people are expected to enter employment well before the two 
years are up. Extensions to complete an education program expected to 
enhance self~sufficiency will be granted in a limited number of cases. 



• 	 Work for those who exhaust their jime limit (the WORK program). Those 

people who are still unable to fmd work at the end of two years will be 

required to work in a private sector. community service or public sector job. 

These are intended to be real, work-for-wages jobs. The program will be 

designed to favor unsubsidized work and to ensure that subsidized jobs are 

short-Ienn and non-<iisplaeing, 


Making Work Pay 

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

• 	 Advapc~ payment of the Earned Income Tax Credit (ElTC). The expanded 

ETTC makes it possible for low-wage workers to support their families above 

poverty. Efforts will be made to help families receive the EITC on a regular 

basis. 


• 	 !;.hili! care for the working"poor. In addition to ensuring child care for 

participants in the transitional assistance p-rogram and for those who transition 

off welfare, child care subsidies will be made available to low-income working 

families who have never been on welfare but for whom assistance is essential 

to enable them to remain in the workforce and off welfare. 


Parental Responsibility 

• 	 Child support enforcement. The chlld support enforcement system will be 

strengthened to ensure that awards are established in every case, that !'air 

award levels are maintained and that awards that are owed are in fact 

collecled. Demonstrations of child support assurance and of programs for 

noncustodial parents will be conducted. 


• 	 Efforts aimed at minor mothers. resvorujible family planning and prevention. 

Minor mothers will receive special case management services and will be 

required to live at home and stay in school to receive income support. Access 

10 family planning will he ensured. A strategy for investing in and learning 

from programs to prevent high-risk behavior and teen pregnancy will be 

pursued. 


• 	 !ill'.9rtS lJ1 PromOle l'/iQ::Parent families. We will provide better support for two-parent 
families by eliminating or reducing the current bias in the welfare system in which 
two-parent families are subjecl to more stringent eligibility rules than single-paren! 
families. 
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Reinventing Government Assistance 

• 	 Coordination. simplification and irnp[Qved incenliv$l§ in income SUPPQU programs. 
The adniinistrative and regulatory program structures of AFDC and Food Stamps will 
be redesigned to simplify and coordinate rules and to encourage work, family 
formation and asset accumulation. 

• 	 A performance~based system. In addition to incentives for clients, incentives 

will be desigued to bring about chAnge in the culture of welf.re offices with an 

emphasis on work and performance. 


POLICY ISSUES TO BE RESOLVED 

The attached paper lays Qut the major issues thaI need to be addressed, It is organized 
around each of the fIrst three broad elements listed above. In each case, a description of the 
proposed policy is provided and remairting issues discussed, (The details of the ,fourth 
element~-Reinventing Government Assistance~~wUI be addressed later in a separate paper. 
We anticipate that changes wilJ be cost neutral for that part of the proposal, so they will not 
affect COSt estimates or financing needs.) 

The Welfare Refonn Working Group met on Saturday February 26 and discussed the issues 
that were identified as the most important in the paper, There are five particularly 
Significant sets of issues that ,need to be resolved: 

The scale and phase-in of tbe reformed ",elfare system 

Should we seek to bring everyone on the caseloaci into the new system quickJy. or should we 
initially target our resources to sub-groups. such as new applicants or the youngest third of 
the caseload? 

Immediate implementation of the new program would severely" strain the ability of federal 
and state goverrunerits to implement the new system, 

The Working Group agreed that a phased-in approach was necessary, 

A phAse-in strategy could start with new applicants, or it could start with young applicants 
and recipients. Starting with young people avoids any incentives to stay on welfare and any 
"rewards~ to having children and coming on welfare early. It also allows for investments in 
families who have the most hope of being belped, 

The Working Group agreed that an initial focus on the youngest third of the 
caseload was their preferred phase-in strategy. 
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Extensions to and exemptions from the time limit 

Should any groups of recipients have the time limit extended? Should any be exempted from 
the requirements of the time Bmit? 

" The issue of extensions arises because some recipients, especially those with language 
difficulties, education deficits and no work experience, may not be able to appropriately 
prepare themselves for work in a two~year period. 

The Working Group agreed that a limited munber of extensions for such 
purposes as completing a high school, school to work or job training program, 
Or for completing a program of postsecondary education combined wjth work; 
were appropriate. 

The issue of exemptions from the time limit arises because not an recipients are able to 
work, even if they are not severely enough disabled to qualify for SSl. A second type of 
exemption issue arises because requiring participation from mothers of infants 01: very young 
children may interfere with healthy child development and require substantial expendirures on 
infant day care. Under current law., over half the caseload, including mothers of children 
under three, is exempted from participation. 

The Working Group agreed tIlat exemptions should be limited, and that 
participation in some activities should be expected even of those who are 
exempted. The Working Group agreed that stateS should be pemitted to 
exempt up to a fixed percentage of the caseload for disabilities, care of a 
disabled child and other serious barriers to work. 

The Working Group split over the issue of whether exemptions for mothers of 
infants should be for one year (i,e., until the baby's first birthday) or for 
twelve weeks (Twelve weeks is the mandated leave time in the Parental Leave 
Act.) Most members agreed on a one year exemption for infants who were 
not conceived on welfare and a twelve week exemption for those conceived on 
welfare; with'a state option to lower the exemption period to twelve weeks for 
all children. 

The structure and requirements of tbe WORK program for people who come to tbe 
time limit without having found unsubsldized work 

After a person hiLS the time limit, should we mandate States to provide a job which pays an 
hourly wage, or should we allow States to continue paying a welfare check while requiring 
work as a condjtion of receipt? \Vhat methods should we use to minimize long-tenn 
participation in this work program' How many hours of work should be required? 
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Work for wages versus work for welfare. Despite a focus on getting everyone into 
unsubsidized employment '$ quickly as possible, a small percentage of those who start on 
welfare will hit the time limit without having found work. After a period of job search, the 
state may be required to pro,1de a subsidized or community service job for some. <;me 
issue is whether states should be pennitted to offer "workfare" slots. as opposed to 
subsidized private sector work or community service jobs in which the panicipant works for 
wages. Workfare is somewhat easier to administer than work for wages, but does not 
provide either the digruty or the discipline of a job that pays wages. 

The Working Group agreed that an emphasis on work for wages is a defming 
feature of the Administration's welfare fefoml proposaL 

Discouraging extended paniciootion in subsidized or community service work. The 
WORK program of subsidized and community service jobs is designed to be a short term 
supplement W unsubsidized work in the private sector) not a replacement for it. A number 
of steps·.can be taken to ensure this. 

The Working Group agreed that subsidized job slots would last for a defined 
period of time, after which the person would again be expected 10 look for 
unsubsidized work. 

The Working Group agreed that the availability of the EITe as a supplement 
to private sector work; would provide a powerful incentive for participants (0 

move from the WORK program into unsubsidized work. 

The Worldng Group also agreed that federal reimbursement to states should 
decline the longer people were on the roUs, in order to provide serious 
incentives to move people into employment 

Tbe Working Group also agreed that refusal 10 accept a private sector job 
should result in termination of benefits. 

An issue arises around what is expected to be a relatively smail number of people who 
continue to be unable to find unsubsidized employment after placement in a job slot aod 
private sector job search despite being willing aod able to work. (Refusing a job would be 
grounds for being cut off, aod a work for wages model would already provide sanctions 
because not showing up for work would mean no paycheck.) Some argue that they should be 
placed in commuruty service slots for as long as they need them. Others argue that this 
policy would lead to permanent guaranteed jobs that might be expensive aod perceived as 
simply another welf.re program. Instead, people who have not found employment might 
rerum to a deferred status. might have their welfare benefits reduced or might be cut off 
entirely. 
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The 'Vorking Group agreed that a serious reassessment should be done of 
everyone who comes to the end of two or three years in work assignments 
without having found private sector work, Those found at that point to be 
unable to work could be returned to deferred status with full bellffits. Those 
found to'be able to work and unwilling to take an unsubsidized job ~'ould have 
assistance terminated. In situations where jobs were not available for people ' 
who conscientiously played by the rules and tried to fmd work j assistance 
would be continued through another job slot. a workfare assignment, or 
training linked with work. 

Minimum work expectations: part time or full time. Everyone agrees that 
independence is the ultimate goal of the systeJt:l. J3ut two related questions arise in thinking 
about people working less than full time. The firs! issue is whether someone who is working 
at least half time in a private unsubsidized job can continue to receive supplementary welfare 
benefits after two years if they live in a state where half time work at the minimum wage 
would leave them below the income level for welfare receipt in that state. ProponentS of 
allowing benefit receipt in these situations argue that half time work allows pare~ts dme to 
nurture their children as well as to support them ftnaneially--a rask which is especially 
difficult for single parents. They also argue that getting someone to work part time is a big 
success and should be rewarded, Opponents argue that fun time work and an end to welfare 
receipt should be the expectation, They argue that continuing AFDC as a work suppiement 
for long periods of time is coumer to the basic philosophy of the new program. 

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

A related issue arises around the number of hours. of work that stateS would be required to 
provide through subSidized or community service jobs, and around the supplemental welfare 
benefits that would need to be paid if the required hours of work did not generate pay at least 
as high as the welfare benefits received by non~working welfare recipients in the state. 
Because of wide variations in state welfare be!lffit levels, the number of hours of work at the 
minimum wage required to earn the equlvalent of the welfare benefit level for a family of 
three ranges from about 7 to aboot 47 hours per week. For larger families. work hours 
would bave to be higher to reach the welfare benefit levels. It is obviously hard to structure 
a real job of eight or ten hours per week. At the other extreme. it is unreasonable to require 
more than the conventional defmition of full time work, 

The Working Group agreed that states could vary the number of work hours 
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they required, but that they could go no lower than 15 oor higher than 35. 
1bere was also agreement that the wage paid must be at least the minimum 
wage and could be higher. 

We assume thafmost·states could and would require work hours that wouJd produce earnings 
roughly equivalent to welfare benefits; some states might do this by paying more than the 
minimum wage. In the median state this would be about 26 hours a week at the minimum 
wage for a family of three. Some higher benefit states might choose, however, to structure 
jobs with fewer hours. and some very hIgh benefit states might choose not to raise the wage 
to a level sufficient to pay the equivalent of the welrare benefit. Should they be allowed to 
do Illis and required to provide a supplementary benefit to bring family income up to Ille 
level of welfare benefits for recipients who don't work? The argument for doing so is people 
who are playing by Ille rules and working, even if they have not been able to fmd an 
unsubsidized Job, should not be penalized by receiving lower benefits. The argument against 
doing so is that this too would continue welfare as a work supplement. 

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

The level and focus of child care for the working poor 

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

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

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

Parental responsibility and prevention 

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

Assurance and programs for non-custodial parents should be included. 

Enthusiasm for child support assurance varied. 


The Working-Group did not discuss family caps or other preventio.D issues, 
which will be taken up at the next meeting. 

COSTS AND FINANCING 

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

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

FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL 

(By fiscal year, In millions of dollars) 

I$-V..,t 
1995 1995 1998 Total,...'997 

PARENTAL RESPONSIBILITY 

Minor Mothers 0 (45) (SO) (SO) (50) (195) 

Comprehensiv" Demonstration Grants 0 SO SO SO SO 200 
Two-Parent ProviSions 0 0 440 !lSO 945 2,065 
No Additional BenGfits for Additional Children (35) (100l (110) (140) (lSO) (S35) 

Child Support Enforcment 
Paternity Establl$hr'nent (Net) 5 20 (110) (165) (215) (465) 
Enforce!"1'lent {Net) (10) (20) (65) (8OJ (320) (465) 
Computer Cos1$: 15 35 95 ISO ISO 465 
Non·Custodial Parent Provisions 0 25 eo 110 175 300 
Access Grants and Parenting Demonstmtions 20 25 30 30 " 30' " 135 
Child Support Assura11a! Oemonstrations 0 0 100 200 250 SSO 

SUSTOTAL, CSE 30 as 130 255 eo sao 

TRANSITIONAL ASSISTANCE FOLLOWeD BY WORK 

JOBS·Prep 0 15 50 60 70 195 
Additional JOBS Spending 0 210 760 920 1,000 2,880 
WORK Program 0 0 0 130 690 820 
Additional Child Care for JOeSIWORK 0 190 830 746 900 2,46$ 

Transltional Child Care 0 10 230 290 360 940 
Enhanced TNn Case Management 0 30 90 105 110 335 
Soonomic Development 0 0 100 100 100 300 
Savings· Case!oad Reduction 0 0 (30) (00) (80) (170) 

SUBTOTAL,JOBS~RK 0 615 1,820 2,280 3.!5C 7,765 

MAK1NG WORK PAY 

Working Poor Child ear. 0 sao 1.000 1,sao 2,000 5,000 
Advance EITe 0 0 0 0 0 0 

GRAND TOTAl (5) 1,005 3.280 4.575 6,025 14,880 

Note: Parentheses denoto savings. 

SourcG: HHS/ASPE staff estimates. These estimates haw been shared wttt'! staff within HHS and OMS but haVe not been 

officialfy reviewed by OMS. The pOlicies do not represent a oonsensus recommendation of the WOl'1dng Group oo-chairs. 

SEE APPENDIX FOR ENDNO'lES TO TABLE 
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APPENDIX: Er.'DNOTES TO TABLE I 

Two--Parent Estimates 

I. 	 The costs for eliminating the special eligibility requirements for two-.parcut families is based 
upon estimates from the food stamp quality control data file. These estimates were then 
adjusted for increased participation based on estim.tes from the MATH model employed by 
Matbematica Policy Research, loc. 

Child Support Ilnr••wnent Estimates 

I. 	 The "osts for the noncustodial patent provisions are 10 percent of the JOBS and WORK 
program COSts. 

Caseload Numbers and JOBS and WORK Estimates 

The """'load numbeIs and the lOBS and WORK cost estimates are based on the fuHowing policies, 
assumptions and sources of data: ' . 

I. 	 Adult recipients (mcluding teen<:ustOdiai parents) born after 1m are subject to tile time limit 
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the 
States, representing 40 pettent of the caseload, wilJ implement the policy a year earlier than 
required. This follows the pattern of State implementation under the Family Support Act. 
JOBS spending on other portions of the casetoad would continue as per current law, 

2. 	 Non·parentaJ caretaker relatives are DOt subject to the new rules and are not pbased-in. 

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

4. 	 The caseload numbers include modest treatment effects as a result of the new rules. 

5. 	 Cost per lOBS participant figores are taken from the FY 1993 lOBS data (adjusted fur 
inflation using the projected 0'1). 

6. 	 The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities. 
We as..~ume that at a given point in time? 50 percent of the ph:ased~in recipients are engaged in 
activities which have cost. For recipients with extensions, it is assumed that everyone is 
participating in a lOBS activity which costs the program money. 

7. 	 The cost of developing and maintaining a WORK assignment is calculated using CWEP data 
from lOBS and from the welfllrHo-work demonstrations of the 1980. (again, adjusted for 
inflation using the projected CPl). Approximately 25,000 and 130,000 WORK slots would be 
required in 1998 and 1999, respectively. 

10 



• 

• 	 €Gj>jR9EPffIM. DRAfT-For Discussion Only
iYi) 

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

9. 	 The lOBS and WORK cost estimates do not ",,,,,ider the potential impact of child support on 
the size of the caseioad. 

Teen Cas. Management and JOBS-Prep Cost Estimates 

1. 	 The case management cost estimate presumes that at fun implementation. enhanced case 
management services would be provIded to allleen parents under the age of 19 and receiving 
assistance. The percentage of teen parents receiving comprehensive case management services 
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997,90 percent In FYs 
1998 and 1999 and to 100 percent in FY 2004. 

The east per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data, There is no data available on the current level of case management 
expenditures in the lOBS program. Consequently, the estimate employs, as a proxy for a 
JOBS case management cost per participant number, a figure ealeulated using data from ·iIl. 
We1fare-to-work demonstrations of the 1980& (San Diego I and Baltimore Options). . 

The additional cost of comprehensive case management for teens is the difference between the 
cost of providing enhanced case management to teen parents under 19 and the cost of 
delivering standard ease management to the same population. The difference is rougbly $560 
per paJticipant per year, in 1993 dollars. 

2. 	 The JOBS-Prep cost estimate presumes that JOBS-Prep services wUJ be provided to 26 perceet 
of those in the lOBS-Prep program. As States currently serve only 16 pereent of the n ••­
exempt easeload in the JOBS program, it is plausible to suppose that States will not serve a 
significantly higher percentage of persons in the JOBS-Prep program. We do nO! know what 
services States will provide during the JOBS~Prep program (candidates include parenting skills 
classes. Hfe skins training and substance abuse treatment). so arriving at a cost per participant 
figure for the program is difficult. 

For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep servi ... will consist 
primadly of case management and refemJ to external service providers, Many persons in the 
JOBS-Prep pr.gram have disabilities, althougb most mothers of children ueder one do not. 
The cost estimates assume that a fairly intensive level of case management would be required 
for a small percentage of persons in this program. 

The oost per JOBS-Prep participant figure represents a level of case management more 
intensive than that in the current JOBS program but not as intensive as the level provided in 
the Teen Parent Demonstration. The Dumber is arrived at by multiplying the Teen Parent 
Demonstratioo case management figure by .15. 
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'¥­
Child Care Estimates 

I, 	 These estimates reflect the child care COStS associated with the phase-in assumptions described 
above under JOBS and WORK. 

2. 	 This estimate is bllSfld "pon baseline spending for Ibe Head Start program and Iberefore does 
not account for the additional children who wlll be served by Head Start when it expands, 
This follows conventional CBO scoring rules. 

3, 	 There is DO sHding scale fee for services included in this estimate. 

4, 	 W. assume that approximately 40 pereent of all AFDC families participating in JOBS and 
WORK will "se paid child care, 

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

6, 	 Our working poor estimate represents It pbase~in of a capped entitlement to cover_children 
wbose families are below 130 percent of poverty but do not receive AFDC. By 1999. we 
will approach full implementation with $2 billion in net funding. We assume that there are 
approximately 8 million non·AFDC children below 130 percent of poverty, 40 percent of 
whom will potentially need cbild care because of their parents' work status, and that 40 
percent of these families will use paid child care, 

No Additional Beneflts ror Additional Children 

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

2. 	 It is ""umed that States would reduce Ibe monlbly benefit by $63 for each child (after the 
firSt) born while the mother was receiving AFDC. It is also assumed that States would have 
little SlJC(;ess identifying tbildren born on AFOC during previous spells of welfare receipt. 
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TABLE 1.--PRELIMINARY COST ESTIMATES (FEDERAL AND STATE) C~.~~FOR A DRAFT WELFARE REFORM PROPOSAL 

(By Iiscal year, In millions 01 dollars) 

5~Year 

1995 19.. 1997 1998 1999 Total 

PARENTAL ReSPONSIBILITY 

Prevention Package 0 (40) (40) (45) (45) (170) 

Two-Parent Provisions 0 0 400 600 800 1,800 

Chlld Support En10rcment 
Patamity Establishment (Net) 0 (B5) (200) (300) (450) (1.035) 
Enforceroo:nt (Net) 130 70 60 (300) (500) (540) 
Computer Costs HID 150 200 250 300 1.000 
Non·Custooial Parent Provisions 0 30 90 125 195 440 
Access Grants and Parenting Demonstrations 20 25 30 30 30 135 
CMd Support Assurance Demonstrations 0 0 HID 200 250 550 

SUBTOTAL, CSE 200 190 200 5 (175) 550 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOBS· Prep 0 20 55 60 70 205 
Additional JOBS Spending 0 ;ao a50 1.020 1,070 3,210 
WORK Program 0 0 0 170 190 960 
Additional Child Care for JOBS/WOAK 0 250 700 830 980 2,760 

Transitional Child Care 0 as 250 325 340 1,000 
EnhancGd Teen Case Management 0 30 90 'OS 1,0 335 

Economic Development 0 0 '00 100 100 300 
Savings - Caseload Reduction 0 (10) (50) (50) (70) (190) 

SUBTOTAL,JOeSANORK 0 645 1,995 2,550 3,390 8,580 

MAKING WORK PAY 

Working Poor Child Care 0 165 1,1BS 1,310 ',440 4,100 

Advance EITe 0 0 0 0 0 0 

GRAND TOTAL 2S0 960 3,820 4,420 5,410 14,800 

Additional JOBS Participants (In thousands) 0 123 31. 435 444 NA 
WORK Participants (In thO\.i$ands} 0 0 0 33 147 NA 

AODENDUM 

No Additional Benefits for Additional Children (40) (100) (120) (160) (160) (580) 

Source: ASP£;: Staff CalculatIOns 
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THE TRANSITIONAL ASSIS'fANCE PROGRAM 

Perhaps the most critical and difficult goal ofwelfare reform is to reshape the very~mission ofthe 
current support system from one focussed on writing checks to one focussed on work, 
opportunity, and responsibility. The Working, Group proposal calls for replacing the AFDC 
program with a new Transitional Assistance Program (TAP). The TAP program includes four 
key elements: full participation, education and training, time~lirnits, and work. 

• 	 Full P.rticipation--Everyone who wishes TAP cash support will be expected to do 
something to help themselves and their community. Everyone has something to' 
contribute. Everyone has a responsibility to move toward work and independence. 

• 	 Training, Education, and Placement (the JOBS program~ will b{rJ;~y
expanding and improving JOBS program which provides the training, educa'l1on, and 
placement services as developed under the Family Suppoit Act. The clear focus ofpublic 
assistance will be to help people move quicldy from welfare to work and to place them in 
jobs where they can support them.,elves and their families. Every aspect ofthe program 
will emphasize private placements and work. The services win focus on using existing 
ITPA, educational opportunities, and other mainstream training'programs as much as 
possible. 

• 	 Time Limits~~Persons able to work will generally be limited to two years of cash 
assistance. The goal is to place people in private jobs (ong before the two years is up, but 
two yean; will be the maximum period for the receipt ofcash aid by people able to work. 
In a limited number ofcases, extensions to complete an educational program will be 
granted. The time limit is a lifetime limit. though recipients could earn back some 
additional time for time they are off welfare. 

• Work (the WORK pl"f!gram)-Those persons who have still been unable to find ~ork at 
. the eQd of two years, will be required to: work. As many poople .. possible wi.ll be placed .. 

in private s'ector position~, Qthers will be placed with local nonprofit community' 
organizations, still others may work in public service positions. These are intended to be 
short term, last resort jobs, designed neither to displace existing workers nor to serve as 
substitutes for unsubsidized private sector employment, 

Everyone who seeks welfitre (ArDC) will immediately undergo an bres~. Based on this 
assessment, most persons will immediately be placed in the JOBS ptogrllIl1/A strategy will be 
developed by • JOBS worker and the client designed to help people move from welfare to work 
and independence. In some cases the focus will be on immediate job placemen~ and states will 
have the option ofrequiring immediate ~""archfor all persons. Where nceded, the JOBS 
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program will help recipients ~ain recess to education and training programs they need in order to 
find an appropriate job, EduCation and training services witt be coordinated with and often 
provided through mainstream state and federal programs open to botb welfare and non-welfare 
recipients. Recipient, who fail to comply with their JOBS program will be sanctioned. 

Most recipient" are expected to find work through the JOBS program. JOBS program benefits 
will normally be limited to two years. After that time, those persons still on welfare would be 
required to enter the WORK program. Those ill the WORK program would be required to work 
in order to get income support. The exact nature of the WORK program depends on decisions 
presented in this: document. But the goal is quite clear. Person stilt needing aid after two years 
would be placed in jobs where they will be paid for the work they do. The work should bring 
benefits 10 the community and dignity to the worker. But they will not be designed 10 become 
long-toon subsidized jobs, Various incentives will be used to encourage people to,take 
unsubsidized private jobs as soon as they can find them. 

A limited number ofpersons will be pul inlo a JOBS·Prep program. This program is designed for 
persons who are not currently in a position to work or begin an education or training curriculum. 
At a minimum the JOBS-Prep program would include persons who have a disability which limits 
work. those who are required at home to care for a severely disabled child or relative, and persons 
of advanced age, It might also include mothers with very young children, While persons are in 
JOBS.Prep status, time· limits would not be imposed. But those in the JOBS·Prep program 
would not be excused from obligations or expectations. Rather they would be expected to engage 
in a broader set ofactivities than those in the JOBS program. Everyone getting aid win have 
responsibilities and opportunities. 


Six key quest;:) need to be addressed in designing the TAP program 


• 	 Focus and Phase-In ··How quickly should the refanns be phased in and who should be 
targeted initially? 

• 	 P:i.~~time 'work-':'How sho~ld people who work part tim'e bb' treated j~ ~he TAP program'! . 
In particular; should part-time workers face additional participation and work ~ 
requirements and be subject to time~limits? 

• 	 JOns-Prep rules-Who should be put into the JOBS.Prep program because they are not 
able to work or needed at home? What caps should be put on the number ofpersons in 
tho JOBS·Prep program? 

• 	 JOBS E.ten,ions··Who should be granled extension, under the JOBS program? What 
limits. jfany. should be put on the number of extensions allowed? 
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• Work for Wages Versus Work for Welfare-Should states be required to create jobs 
paying wages whicb are provided to those in the WORK program? Would states be 
allowed to use C'W"EP jobs for all or part of the WORK placements? 

• The Houl'll of Work Required of WORK participants--How many hours should 
WORK participants be required to provide? Should states be allowed or required to 
supplement WORK earnings in a work for wages program? 

• Discouraging extended WORK particlpation--Wh.t can be done to keep the duration 
of WORK participation short and to move people into unsubsidized work? Should the 
EITC be denied to work program participants? Should any particular WORK placement 
be limited to 12 months? Should the total time people are allowed in the WORK program 
be limited? 

Focus and Pbase--in 

The ultimate mix of people in various parts ofTAP depends on policy decisions. But as a starting 
point, consider what would happen ifwe chose undertake the extreme)y ambitious task of 
beginning TAl) full scale in 1997 (most states will require 2 years to pass implementing legislation 
and get the program up and running) and requiring everyone now on welfare and all those who 
apply subsequently to meet the new requirements. In 1997, over 3 million people would be in the 
initial two-years needing JOBS services. By the year 2000, many people would have hit the two 
year time limit, and a work program of roughly 750,000 WORK slots might be needed. 

The current JOBS prOh".m ,erves roughly 600,000 persons monthly. [t is unimaginable that 
states could move instantly to the Jarger scale implied by immediate implementation. Even if 
resources were plentiful. sucb a massive and inunediate expansion almost guarantees that the 
JOBS program will be poorly administered with limited real content in many states. Facing the 
need to serve miUions ofnew JOBS, clients and the prospect of substantial job creation, states are 
likely to do.the minimum·t~ey can in the JOB~ program. The JOBS Rrograrn, which is essential .. 
to. moving people from welfare to work: and to transforming the culture"ofwelfare offices will not' 
g~t the attention that is critical to this refonn, The threat of WORK slots displacing existing ­
public and private sector employees would be much greater with such a rapid build-up. 

~tlO 
It seems essential tt~rad_~ phase in tbe program, starting with a subset ofrecipients. There 
are a numher Qfwa'yS~one could select a group to start with. The House R~ublican bill starts 
with applicants (both new and returning). This strategy has th~Vi~~fchanging the 
rules initially for people who enter welfare rather than those who came-onwith different 
expectations, But it raises serious ~~~. A person who had children before age 20 and 
who had been on welfare for many ~rs/wouJd1'ace no time limit initially. Meanwhile another 
person of the same age. with the same number ofchildren, who had been married or bad worked 
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to stay offwelfare. who suddenly needs support would be subject to time limits. Having 
reapplicants face time limits also creates very perverse incentives to slay 011 welfare. Most who 
leave welfare do return at some stage, so many may be inclined to stay on welfare to avoid leaving 
and coming back under a new set ofmles, One might try focussing only on new applicants, but 
since there is little re1iabJe data on past welfare receipt, such a pian creates a virtually lmpossibie 
verification problem if people say they have been on welfare before. 

One might also phase in by state, The costs to the Federal Government might be lower, since all 
States would not be implementing the program at the same time, but the implementing St.tes 
would stilt have to grapple with the difficulties accompanying the sort of massive expansion in 
JOBS services and WORK described above , 
An attractive alternative is to focus on young people--such as those under 25 in 1995. It is the I *' 
younger generation ofactual and potential welfare recipients that are the source ofgreatest 
concern, but also the group where there probably is the greatest hope of making' profound 
difference. These are also the people likely to have the longest stays on welfare, in part because 
~~just beginning their stays, And one can then devote the energy and resources to trying to 
~ the next generation, rather than spreading efforts so thin that li~t1e real help is provided. 

One strategy would be to put .11 persons born in or after 1970 (under 26 in 1995) under the 
transformed transitional support system. All persons of the same age and circumstance would 
face the same rules regardless of when the started welfare. Such a system automatically phases in 
since the fraction ofthose on we1fare whQ were bom in or after 1970 increases with time. In 
1995 such a plan-includes everyone on welfare who is under 26, Ten years later, it includes 
everyone who is under 36. For this cohort and all who follow, the welfare system is transformed. 
If we successfuUy implement the program for the younger generation, we can then move onto 
older recipients, Note that such a plan would not contemplate removing any existing education 
and training services from older recipients. They would still be eligible for JOBS services, But 
the new resource~ would be focussed on young people. 

The number ofpersons sezved under, such a strategy is as follows: 
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TABLE I 

PROJECTED CASELOADS UNDER PROGRAM FOR 


OCTOBER 1996 IMPLEMENTATION FOR PERSONS BORN IN ORAFrER 1970 


FY 1997 IT 1999 IT 2004' 

Projected Adult Cas .. With Parent L26 million 1.69 million 2.77 million 
Born After 1970 Without Reform 

OffWelfare with Refonn 
(health rcronn after 1999. child .0() million .13 million .66 million 

care. J08S. WORK, etc.) 

TAP Pal1idpants 1.26 million 1.56 million 2.11 million 

Working While on Welfare .to million .14 million .18 million 
, 

JOBS participants .79 million 
,,,, .94 million .86 million 

WORK participants .00 million .14 million .62 million 

J08S-Prep--disability .1 J million .12 million .16 million 

JOBS-I'rep--severely disabled child .06 million .06 million .08 million 

JOBS-I>rep--caring for child under I .16 million .19 million .24 million 
. . 

. . 
The table illustrates the dynamics of the program over time. In 1997. the first year of 
implementation, everyone who is not working or in JOBS~Prep is in the JOBS program; since no 
one will have hit the two year time limit. By 1999, some people have hit the time limit and are in 
the WORK program. Note tlmt most people on welfare who start the program in 1997 will not hit 
the limit in 1999. Many leave welfare and never hit tn. limit. Others cycle on and off welfare and 
accumulate 24 months of receipt over a 4 Of 5 year period, In addition, as a result of the program 
and other r.fonns (health reform, child CMe for the working poor) people leave welfare who 

• Numbers for 2004 are subject to considerable error, since it is difficult to make caseload 
projections or to determine the impact of the WORK requirements on behavior, 
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would otherwise have been on it and more people choose to work while on welfare. The 
projected caselnad numbers without reform grow rapidly because a larger and larger portion of 
the caseload will have been born afier 1970. In 1997, roughly 30"10 ofth. projected caseload is in 
this group. By 2004, more than 50% are included. 

The projected costs of focusing on this target group are as follows: 

Gross and Net Costs of TAP Under October 1996 Implementation for Persons 
Born After 1970-Combined State and Federal Costs 

Cost Element 1995-1999 2004 

JOBS training/education Sxx.x hillion $x.x billion 

WORK program job development $x.< billion $x.x billion 

JOBSIWORK program child care $xx billion $<., billion 

Total Gross Cost $xx.x billion $•.• billion 

AFDC, Food Stamps, and Medicaid Savings 
directly attributable to TAP program 

-$x.x billion -$x.• billion 

Total Net Cost $xx.x billion $LX billion 

A decision to focus on young people initially in no way precludes adding an or part of the rcst of 
the pqpulation to the program at any timc. States c~uld be given the option ofdoing so. Ifin 4 
or 5 y~rs time, the program is wQrking well and it is feasible to expand capacity we can do so at 
that time. . . . .. 

Ofcourse other types ofphase-in/targeting strategies could be used. One could focus on people 
who are younger and get smaller numbers. Or one could start with a group that included 
somewhat older persons (perhaps all those born after 1965), or add new applicants to this target 
group and get larger estimates. For example a fully phased in program by 2004 would give 
estimates which are roughly twice as larger as those shown in that year. Still in the opinion of the 
Working Group, this target group is of the appropriate magnitude if the goal is to fundamentaliy 
change the system and help people help themselves. 

JOBS-Prep Rules 
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Any policy where work is required and time-limits: imposed must take account ofdifferences in 
the ability to work, People who are permanently disabled and thus are unable to work for at least 
one year are supposed to be covered under the Supplemental Security Income (SSt) Program. 
But some disabilities and most illnesses, even severe ones, last less than a yeaL Many other 
people suffer partial disabilities that limit their ability to work. Sometimes a parent 1S needed to 
care for a severely disabled child. There are admittedly also persons who, for a variety ofreasons. 
have great difficulty coping with the day-to-day challenges of parenting and su!Vival in what are 
often highly stressful environments. 

One solution would be to simply defer a significant number of persons from participation 
requiremenrs. But having large numbers ofcomplete deferrals can interfere with the goal of 
changing the culture of welfare offices and expecting everyone to do something. And deferrals 
are not necessarily beneficial to those who receive them. States and localities may send the signal 
that those who are deferred should not be subject to high expect.tions. Advocates for person. 
with disabilities often complain that current programs send both explicit and subtle messages that 
persons with disabilities cannot and should not work. and thus cannot really contribute to 
themselves or their communities, Still. for many. immediate work or training may not be 
appropriate. 

One very intriguing fonnulation has been proposed by the Amencan Public Welfare Association. 
They suggested creation ora "JOBS-Prep" program where everyone would be expected to do 
something to contribute to themselves and their community, but until they reached a certain stage. 
expectations would be different from those facing peop-le in the time~)imited training and cash aid 
pr<?gram. We have adopted this formulation with our JOBS~Prep program. 

Th nomenclature ofJOBS-Prep is appealing, for it establishes the eKpectation that eventually 
mos people"irt1he group will be able to join the regular JOBS program. But who should be 
placed in a JOBS-Prep status? Vil1ually everyone seems to agree that persons of advanced age 
(over 60). with severe disabilities themselves. or who are caring for a severely disabled child 
should be deferred. But the question ofhow far along the continuum of disability Ihe line should 
bedrawn is difficuit. . 

A somewhat different set ofproblems is posed by the mothers of very young children. Should all 
mothers with (healthy) children be expected to work? The Family Suppol1 Act exempted mothers 
with children under the age of 3 from mandatory education, training or worle expectations. States 
had the option of requiring pal1icip.tion of mothers with children over the age of I if they chose, 
to do so. X states have elected this stricter option. 

Obviously the more people who are put into a JOBS-Prep program and not immediately subject 
to a time limit, the Cewer people will be in the JOBS and WORK programs. It is estimated that 
the following percentage of the current caseload would be in JOBS~Prep under different policies: 
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[':'-Iote: Numbets arc not final]. 

Option A: Case head is 60 years or over, case head has severe disability, or chjld With severe 
disability -- 8% 

Option B: Case head is 60 years or over, case head has disability which limits work, or child with 
severe disability - 15% 

Option C: Option B, plus eases with child under 1 year in the household or woman in the tinal 
trimester of pregnancy. ChiIdren conceived while the mother is on welfare would qualify 
tbe mother for only 3 months ofJOBS-Prep.--25% 

Option Do Option B, plus cases with child under 3 years in the bousehold or woman in the final 
trimester of pregnancy, Children conceived while the mother is on welfare would quality 
the mot:,.r for only 4 months ofJOBS-Prep.--45% 

Option D is essentially the strategy used in the Family Support Act, though states have the option 
ofadopting Option C now. (Few have done so.) The Working Group recommends selecting 
Option C, and that option is the one used in all the estimates in this document. 

It is easy to determine the age ofyoungest child. but difficult to determine exact rules regarding 
disability, illness, and the need to care for a relative, Rather than set up elaborate Federal rules for 
defining ability to work and then auditing performance, Workjng Group recommends that the 
Federal government set a maximum percentage of the caseload which can be placed in JOBS-Prep 
for reasons other than the age ofthe youngest child, while providing guidance as to who should 
be placed in tho program, That cap could be set at x%. 

Extensions 

A related, but conceptually distinct question is that of extensions. Two~years j~ nat enough time . 
to complete some educational programs. In some cases, persons may be so equcationally . 
disadvantaged that they are unable to even complete high school or galn a GED within two years. 
In other cases, persons seeking post secondary education induding a four year college degree 
would need more than two years to complete their education. Some programs such as the school­
to-work program involve both a period to finish high school and an additional year of training. 

There seems little disagreement that persons who are making satisfactory progress toward the 
completion oftheir GED or high school degree should be granted extensions, Similarly. persons 
in School-to-Work or similar programs should be encouraged to continue their education. There 
are others who may need more time to get adequate schooling. Persons with language difficulties 
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may need to le<trn English before they can complete a GED or get additional training. 

The controversial question is whether persons should be able to receive full wclfar(!benefits while 
they go on to complete a four year coiIege degree. Those who favor such a proposaJ emphasize 
that the only way to a truly secure future off'ofwelfare is an excellent education. Pushing people 
into lower paying jobs which do not offer high enough payor upward mobility may be counter~ 
productive. Those who oppose extensions to complete a four~year college note that only one~ ! '1 
quarter of high school graduates, and among welfare recipients the fraction is much loweL They (' 
question whether it is fair to use welfare benefits to help support persons who are getting college 
degrees when the vast majority of persons paying for that support will never get such a degree, 
There is also a concern that single parents would actually have greater access to economic 
support for higher education than persons who did not become single parents. A partial 
resolution to this dilemma may emerge if part-time work fulfills the work obligation. In those 
circumstances, persons working part time and schooling part time would continue to be eligible 
for some supplemental cash support in most states. 

Just as In the previous case, staff recommend that a fixed percentage be selected as a cap on 

extensions. The current proposal allows states to use extensions for persons completing their 

GED, completing a structured School-to-Work or similar learning program, persons needing to 

overcome a language barrier and other reasons. States could also opt to use extensions for 

persons in post-secondary education, especiaUy persons in workwstudy programs. Staff believe 

that a figure of t0% ofthe total TAP caseload will offer sufficient extensions in most cases. 

States could apply.to the Secretary for additional ex.tensions as a state plan amendment if they can 

demonstrate their caseload is very different ITom that in the nation as a whole or if they have 

developed an alternative program which is structured in a way that additional extensions are 

required. 


Work for Wages V ....u. Work for Welfare 

Unquestionably the hardest part of designing a time-.iimited welfare system is'designing the work 
. program after the time-limit is reached. Much oftbe energy is focused on making work pay, 

collecting child support, and creatirig a first rate education. training and placement program in 
order to keep the number of persons reaching the time-limit to a minimwR Before the end of the 
time-limit all persons will be required to engage in a period ofintensive job search. Some will hit 
the time~limh nonetheless) and a worK opportunity must be provided. 

The first and most visible choice in the WORK program involves work for wages versus work for 

welfare. Under a workfor wages plan. the State or locality is required to offer a work 

opportunity to the person. Hours and wages are likewise be set by the state or locality. Persons 

are paid in a paycheck for hours worked, If the person does not work, they do not get paid. In 

principie they go from being a "recipientH t-o a worker. In a workfor welfare plan, the person 
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continues to ~:eive a welfare check, and is required to work at a designated community service 
job. Persons who tail to report for work or who perform poorly can be sanctioned with reduced 
welfare benefits. so long as the state can establish their poor performance was not fur a good 
cause. Persons remain recipients, but they have increased obligations, 

There seems little disagreement within the administration On the strong appeal of a work for 
wages model It provides a paycheck instead of a welfare check. It is seen as providing a 
traditional work opportunity with the dignity and the responsibilities of an ordinary workplace. 
The major question to be resolved is not whether to encourage states both with some sort of 
financial incentives and with technical assistance to adopt a work~fQr~wages model. The question 
is whether to allow states to usc a work-for-welfare model if they choose. Thus the rcal issue is 
how much flexibility to allow the state, in deciding which model to adopt. 

Those who argue for state flexibility on this issue point to two major concerns: implementation 
and recipient prOJection. A work program ofthis type for this population has never been 
mounted in this country. and though the Working Group has worked hard to resolve as many 
issues as possible, some questions cannot be resolved without more experience. As discussed 
below, the Working Group recommends a very flexible work for wages program with 
considerable state and local flexibility over the use of funds to create work slots" Many ofthc 
details are quit'~ consciously left to the States and to local communities, which know their own 
needs and opportunities best. Communities will have to set up a whole new system for linking r 
with the private sector, determining how and how much organizations who employ the work 
program recipients will be paid, resolving disputes, determining how placements wilt be made. and I 
monitoring performance. There are also difficult questions involving worker protection. What J 

happen, if a workeri, sick, or ifthcir child is sick? What happens if the adult simply rails to show 
up for work repeatedly? What If the worker feels the workplace is dangerous or abusive? Issues 
such as these wm be discussed below, but we have limited real experience for deciding the 
answers. 

By contrast, work for welfare has been tried in various forms. !\.1any states have experience with 
it The payment structure is easy: participants get a welfare check. And dispute resolution 
involves the existing sanctioning ana appeal process. States still have to find work sites, but 
monitoring and worker protections may be less ofa problem since the check continues to be paid 
unless the state decides to begin a sanctioning process. The burden ofperformance shifts at least 
partially to the state. Before the state can reduce the check it must establish that the persons 
inappropriately violated their obligations. Such a te.'i1. would never be met if a child was sick or 
transportation broke down. Though rew people like the ex"ting work-for-welfare programs 
(usually called eWEP for Community Work Experience Program), it is a known entity. Both the 
Republican plan and the plan from the American Public Welfare Association called for CWEP 
after two years. Throughout most of the rest of the plan. we have sought to give states as much 
flexibility as possible is deciding how to implement the program. 
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Those who urge against allowing state flexibility in this area regard the implementation questions 
as ditlicult. but surmountable. especially if the program initiaUy focusses on younger recipients. 
They fear that ifstates are given the option ofchoosing CWEP, most will and that Will undennine 
the goals and philosophy of this plan. States will be given enormous flexibility within the work 
for wages mode:!' And the number of work slots contemplated under the program targeted on 
young people grows gradually, giving states the time they need to design and implement new 
systems. WorSt:, work-for-welfare sends adverse messages to recipients, prospective employers, 
and the public. CWEP slots are not perceived as "real jobs" by anyone. eWE? participants in 
one ofthe best run programs (in San Diego) reported that they thought the work requirement was 
fair, but they felt lik:e they were working for frcc. There 1S little evidence that persons who go 
through C\VEP subsequently fare better in the workplace tIlan people who were just on welfare. 
And no wonder. Employers will probably never see eWEJ> experience as serious work 
experience. No regular job pay. its employees regardless ofwhen and whether they show up 
unless the employer can prove the person did not stay out for good cause. Placements are 
virtually never in the private sector, nor are they likely to be, Work-for-wages programs by 
contrast can target private sector employers. Perhaps most importantly, without the 
responsibilities ofregular work and the paycheck tied to performance, there will be far less dignity 
in WORK. 

Advocates for a work-for~wages policy would distinguish this Administration's plan from the 
Republicans' and serve to define and delineate the vision, A work-far-wages plan whereby 
persons are given transitional aid and training and then offered a job if they can1t find one on their 
own contrasts sharply with a pl~hichcalls focpeuple to work off their welfare check after 2 
years. Most ofth(fraditionai'Democratic constituenc~ongJy favor work~for-wages, Unions 
have vociferously opposed'C:WEP·and-have.indicated·that they will continue to do so. While they 
are deeply concerned about a work-for-wages strategy as well, but there is room for negotiation 
around such a plaR Most advocates for the poor and women strongly favor work-for-wages, 
though they want some worker protections built in and favor wages above the minimum, 

Part..time versus Full..time Work Expectations, , 
The TAP program focuses heavily Qn work Persons cannot collect welfare benefits indefinitely 
without working. But what level ofwork should be expected? Everyone agrees that the ultimate 
goal is independence, but what are the minimum work expectations? Is part-time work sufficient 
or should everyone be expected to work full-time. 

Allowing part-lime work to count as meeting the participation and work requirements has several 
advantages. First. it may be the most realistic standard for single parents., especially those with 
young children. All working parents face significant burdens in dealing with school schedules, 
child care, sick children, doctor visits, and the like. Though the vast majority of married mothers 
work, only about 113 work full-time all year, and they have help from the second spouse. 
Currently only 7% ofadult recipients work in a given month. Getting people working even part 
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lime perhaps should be seen as a major accomp1ishment. 

Second, parHirne work may serve as a stepping stone to both fuU·time work and t6 better paying 
jobs. Given that so few mothers now work while on welfare. it is a natural starting point for the 
more disadvantaged women. It may be counterp-roductive in the long run to pull people out or 
part-time private seetor work to put them into full-time WORK slots. Employers typically have a 
strong preference for work experience in unsubsidized private jobs. And some ofthe parents 
working part~time could conceivably spend other time getting further education and training in the 
mainstream training sectOT. Part¥time workers could attend training schools or colleges on a part~ 
time basis. 

Finally the cost of mandating full-time woIl< could be very high. Full-time child care for young 
children would be great. After school care would have to be provided for many other children. 
Perhaps most importantly, ifone required full-time work and guaranteed jobs at the end oftwo 
years, one could be in the position of pulling parents out ofunsubsidized private jobs to piace 
them in a subsidized community work program, Unless, stricter rules induced many part-time 
workers to leave welfare entirely for fuU4ime work. this would significantly increase the number 
of WORK slots needed and the cost ofproviding a full-time work slot and full-time child care will 
be significant. 

Note that full-time work would always be much financially rewarding than part-time work. Part­
time workers would still generally still be poor even with their supplemental benefits. Note also 
that the current pledge that full-time worker should not be poor explicitly assumes very low wage 
workers will still get food stamps. 

Those who think part-time worker should not be allowed indefinitely worry that the TAP program 
may become a work supplementation flrogram. Some persons might remain on TAP for many 
years while working part-time. If the ultimate goal is to move people completely off ofwelfare, 
allowing people to mix work and welfare is sending a mixed message, Many parents outside of 
welfare feel they must work fuU time in support of their family. Some mothers who might work 
part~tirne and get supplemental welfare benefits might choose to leave welfare altogether if they. . 
were forced to work full~tlme. 

With these arguments as background. two related decisions must be made: how win part-time 
work be treated for people working in unsubsidized private jobs while still getting some 
supplementary welfare benefits, and how many hours should be expected of those in the WORK 
program. 

Mixing Unsubsidized Work With Welfare 
Consider first the situation facing someone who is working part-time at a minimum wage job, In 
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most states, they would still be eligible for some supplemental ArDC benefits, Currently only 7 
percent of the caseload has reported earnings in any given month. There are indications that many 
more than that work at some point during the period when they receive AFDC. Pan of the reason 
so few work part~time is that currently there are few incentives to mix work and welfare, Benefits 
decline dollar for dollar and the administrative and reporting burden on the client and welfare 
worker when someone goes to work is considerable. But with the expanded EITC and other 
reinventing government assistance policies:. there may be considerably more incentive to work. 
And if the time-limit clock was stopped in months where a person was working parHime, there 
would be even more incentive to work, 

One possibility would be to count part-time unsubsidized work as full participation and the clock 
stops during pcriods of work. Persons would be entitled to any supplemental cash benefits if they 
still quality for them under welfare rules. Of course, such persons would receive significantly less 
cash aid than non-workers since benefits are reduced for income net of work expenses, If the 
person had exhausted their two~year limit in JOBS prior to working part-time. 20 hour per week 
unsubsidized p.ivate work would count as meeting the WORK obligation. This policy implicitly 
sets the minimum work expectation at 20 hours, People working 20 hours or more would be 
allowed to collect supplemental aid indefinitely. 

An alternative is to stop the clock only when some higher level ofwork is achieved, such as 30 or 
40 hours per week. Or one could allow part-time work to count so long as children are below 
some age, and then set higher hours when children are older, Presumably one would set the same 
or greater minimum hours 1n the WORK program. 

The exact impact ofallowing part~time unsubsidized work to count as participation is hard to 
determine, It c{)uld be very expensive and difficult to get everyone working fu11-time. And 
because part-time workers would be expected to participate in other ways, such a decision is 
likely to significantly increase the number ofpersons for whom WORK slots have to be generated. 
In addition, jf partAime workers lose their opportunity to participate in JOBS because the clock 
keeps running, people in some cases may give up existing work to get training while they have 
the chance, On the other hand, a full-time work expectation may cause some people to find fuU­
time unsubsidized work and leave ~elfare entirely. The current cost estimates assume that part~ 
time work counts as full participation and that over time, more people choose to work part-time 
in unsubsidized employment [fparHlme work was not counted, and ifwe do not observe a 
significant behavioral effect. by 2004, a total of 600,000 more people would have to be seIVed in 
the JOBS or WORK program for aTAP program reaching all recipients. Half that number would 
need to be acc~)mmodated ifyoung people were targeted. 

Work expectations in the WORK program 
A much more significant issue than the treatment of unsubsidized work is the level of work 
expectation in the WORK program. An obvious starting point to select hours as the welfare 
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benefit divided by the minimum wage, But this simple formula is not very practical. Assume for a 
moment that a work~for-wages plan is chosen. 

First, in low benefit states and for persons with non-welfare income, the hours ofwork per week 
can be quite low. In Mississippi, a mother with two children would be required to work just 10 
hours per week, hardly a practical work experience, One solution is to set' a minimum level of 
work, say 15 hours per week. Ifone pays the minimum wage for each hour worked, setting a 
minimum has the effect of increasing the amount WORK participants get relative to people on y:S 
welfare. One could count food stamps benefits as part ofwhat is worked off. but that leads to 
serious issues of equity and administrative complexity, since recipients in some states wiH be 
working off AFDC plus food stamps, while others would only be working off their AFDC, 

By contrast, in high benefit states, more than 35 hours per week would be required to eam 
enough to equal the welfare payment. This implies that some sort of supplement must be paid to 
ensure people working in the WORK program garner as mucb income as those who are not 
working who have not yet hit the time limit. Full~time work implies high child care costs and 
difficult placements, 

The problem of low or irregular hours of work is inherent to a CWEP model, as C\VEP hours are 
determined by dividing the benefit by the minimum wage, as described above, lrnplicit subsidies 
arc also an issue in a CWEP structure, but what is wage and what is supplement is less obvious. 

The Working ('1fou~lecommend giving states the option of setting work hours 
between say 15 and 3S-houfs,accordtng to whatever criterion they choose. so long as the at least 
minimum wage is paid for each hour. If the expected earnings (less work expenses) are less than 
the amount the person would have coUected on welfare. then the state would have to provide 8 

supplemental work payment. Note that in the median state (Pennsylvania), a woman would need 
to work 29 hours to receive as much income as on welfare. Ifevery state chose 20 hours of 
work, most states would need to supplement earnings somewhat, Ifevery state chose to assign 
the number of hours needed to reach the welfare benefit up to 3S hours, roughly x .tates would 
need to supplement the WORK earnings for a family of three. Allowing states the option to 
assign part-time work to at least some recipients and to supplement the earnings is most 
compatible with a plan to allow persons in unsubsidized part~time work 10 coltoot whatever 
supplementary benefits they qualitY for, In effect this plan would allow states to choose whether 
TAP could be used as a work supplement for part-time workers or as a mechanism for pushing 
people off ofwelfare and into full-time work. 

Cost estimates here assume that states are allowed to choose WORK hours between 15 and 35, 
and are requir()d to supplement if necessary, 

Discouraging extended WORK participation 
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WORK program jobs are not intended to substitute for or displace private sector placements. 
Rather they arc designed to provide temporary last resort work after the time-limit has been 
reached when people cannot find private sector jobs. Unless long term participation is deterred. 
the size of the WORK program could become prohibitively large. Indeed, the ultimate goal of the 
WORK program is [0 place people into unsubsidjzed work. 

There are various ways in which a WORK program can be designed in order to discourage Of 

prevent extended participation. These include: limits on the duration ofeach individual WORK 
assignments, requiring frequent job search, denying the EITC to WORK program participants, 
and placing limits on the total time people are allowed to spend in WORK assignments. 

Limits on the duration ofindividual WORK assignments followed by intensive job search: There is 
little disagreement that individual WORK placements ought to be limited in duration to perhaps 
12 months, This limitation is designed to prevent participants from becoming attached to 
particular subsidized jobs. Ofcourse, there \\ill be strong encouragement and incentives for 
employers to retain WORK workers in ururubsidized positions at the end of 12 months. Before 
and after each WORK assignment, job search would be required. 

Denxing lh~ SITC to WORK program participants: Perhaps the best way to en,ure that people do 
not eschew private sector jobs for WORK positions is to make certain that any private sector 
position pays hlltrer than a WORK job. Though there are various mechanisms for accomplishing 
this. one ofthe easiest is to deny the EITe for money earned in the subsidized WORK 
assignments, Since WORK slots are already subsidized and it may not be appropriate to offer the 
additional subsidy of the EITC There \vill be some administrative complexity to treating earnings 
received while It WORK participant are not treated the same as other earnings. 

Current cost estimates assume a fJ!larively modest effect ofdenying the EITC to WORK 
participants because there are no reliable estimates ofhow much difference it would make to deny 
the EITe to WORK participants. But independent economic simulation models suggest 
potentially lars" effects, for private sector jobs would then pay up to 40"10 more than WORK slots 
(the EITe is efleetively a 40% pay raise for persons ",th two children)., 

Unions and many advocates for the poor argue that ifpersons are being expected to work in real 
jobs they ought to receive the same benefits as other workers. They believe that limits on the 
duration ofWORK assignments and frequent job search will lead people to move toward private 
work without the need for special "penalties" for WORK workers. 

Requiring acceptance ofany private sector job offer: WORK. program participants could be 
required to accept any unsubsidized job otTer or be denied. a WORK job for several montbs. After 
two refusals, the person might be denied it WORK indefinitely_ Some advocates for tbe poor 
argue that such provisions are unnecessary, hard to administer, and potentially unfair. especially if 
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the EITC is denied to WORK workers. 

Limiting the total time peopJe Can be in the WORK prQgmm~ The most controverslaJ way to limit 
WORK participation is to time limit WORK, just as welfare is tim<>limited. Those who fllvor 
limiting WORK assignments to 2 or 3 years argue that other person. are not guaranteed that they· 
will be provided work until they are able to find it. Theoretically persons could stay on the 
WORK program for many years. and such extended WORK participation i. seen by some as 
creating a work entitlement that may become as unpopular as welfare did. 

Moreover. especially iffull implementation is chosen the only way to guarantee WORK slots will 
not reach I million or more in a way that could be scored by CBO is to place absolute limits on 
the dumtion ofWORK assignments. 

The big problem with limiting the WORK durations is deciding what to do when participants hit 
the WORK limit. One stmtegy would be to end or dramatically reduce cash assistance altogether, 
perhaps offering some form ofadditional housing aid. Another plan would be to let WORK 
exhaustees return to cash assistance, perhaps with a lower benefit. Such. stmtegy would ensure 
that WORK slots are preserved for those first hitting the time limit. One need not require states 
to limit WORK assignments. one might provide the flexibility to do so .. The Republican plan does 
allow states to terminate or reduce public assistance aller 3 years in CWEP. 

Opponents argue that there is no justification for limiting participation in the WORK program. 
especially ifWORK participants are denied the EITC. Ifall previous WORK limiting provisions 
are adopted, anyone still eligible for a WORK assignment aller say 2 or 3 years wiH have 
successfully met all WORK requirements in several different placements, been through 3 or 4 
intensive private seetor job searches. not refused any private offer, and will be seeking a WORK 
assignment even though any private sector job opportunity would pay 40% more and probably 
offer a better future. Opponents ofWORK time-limits argue that such people are most likely 
people who genuinely cannot find any priVate seetor employment either because they nve in a 
weak labor market. or beenuse they are not wanted for existing jobs. Thus cutting them off of 
WORK or sharply reducing their income would very likely cause their incomes to fall. potentinlly 
putting the family in a desperate position with a serious risk ofhomelessness and family crises, 
Virtually none ofthese families would have had incomes above the poverty line before their 
incomes were cut Unless we are willing to provide cash benefits without a work expectation for 
people who have exhausted WORK. we will be placed in the position ofdenying support (0 
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persons who bad demonstrated a willingness to work 

Limiting WORK assignments will not have any effect on cost estimates in the five-year cost 
estimation window used for the budget. Since the program will take states 2 years to implement. 
even a strict two-year limit on JOBS followed by a strict two-year limit on WORK would not 
affect anyone for 6 years, And since most people do not stay on welfare continuously for 4 years. 
in most cases. it would not have any effect for 7 or 8 years. Eventually, however, limits on 
WORK could have significant effects, If people tend to remain in the WORK program as long .s 
they stay on welfare today, a limit on WORK placements would reduce the number of required 
WORK slolS by 50 percent, Ifcash benefits were not available to those who had reached the 
WORK program limit, however, this would translate into leaving 50 percent of WORK 
participants without support and further below the poverty line. Unfortunately we have no 
infonnation on the extent to which extended stays on WORK will be a problem. nor any 
understanding ofwhat the reasons for extended stays would be. The issue could be revisited in 
later years if extended spells in WORK become a problem, 

Addendum: Work for Wages Program Design 

The following are key policy elements and the initial recommended design, Elements with. • 
contain controversial policy questions: 

Administration: States are required to develop a WORK plan for joint approval by the Seeretaries 
ofHHS and Labor States are required to have WORK advisory panel with membership from 
Labor, Business, Community Organizations. To be resolved: membership and links to PIC and 
WIBs, The ad\;sory panel must approve the WORK plan, 

Funding;, For each WORK placement: states would receive a flat amount for administrative costs 
and would be n:imbursed for expected earnings (hours times wage) according to a specified set of 
matching rules, Federal matching rates would decline significantly the longer the person stayed in 
the WORK program as a further incentive for states to move people into unsubsidizcd work" 
Additional monies or a higher match would be a\railable to states in times ofrecession. , 

Placements: Pla.cements in private sector establishments would be strongly preferred. States 
would be free to negotiate contracts with private companies, placement services, community 
organiza.tions, state and local government agencies. and other organizations to accept or place 
WORK participants in exchange for payments from the government. Private sector placements 
would require that at least some portion of the wage be paid by the employer. 

[Could talk about child care, other government programs ala RUD, etc] 

NationaJ Service placements would be acceptable WORK placements. States would be given the 
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option of contracting with the National Service Board to provide a certain number of National 
Service Placements. In addition, National Service workers could be used to help work with and 
supervise WORK participants in community service activities. 

*Displacement: Language to be negotiated with National Service displacement language including 
labor veto over placements in existing bargaining unit positions serving as a model. 

*Hours: Houl's are set by the state, minimum 15 hours, maximum 35. States are free to use 
whatever criterion they choose in deciding upon hours so (ong as each hour of work is paid, Two 
policy decisions are implicit in this policy, 

States can choose to offer anything from part-time to full-time work States which offer jobs 
which pay less than what would have been received in AFDC would pay a supplement (see 
below), Requiring full-time work is considerably more expensive, more than doubling the cost of 
the WORK program and complicating the job creation problem considerably, Particularly for 
mothers with young children, full-time work may not be deemed appropriate or practical by the 
local community. 

*Wages> Worki~.n.ditions, aod Benefits: Wages are set at the minimum wage, but states and 
localities can choose to set a higher wage rate in specific cases. Wage rates are among the most 
contentious e1ements among unions. Unions would like explicit Janguage indicating that total 
compensation (including any subsidized child care and other benefits) paid to the worker wouid 
have to be slmilar to that paid workers ofcomparable experience and skills in the same job. At a 
minimum, unions would like a provision allowing a veto over the placement of a WORK recipient 
into a bargaining unit unless compensation is similar. Sick rules and absentee policy would be the 
same that of similar workers in the establishment States would set or negotiate such rules in cases 
where a new organization or establishment is being formed to employ WORK participants. 
Workers compensation would be paid for WORK, though who bore the costs would be 
negotiated. Social Security payments would be required. Unemployment insurance payments 
would not be required. 

Supolementary Support: If expected earnings net of work expenses in the WORK program are 
less tban would have been received by a non~working family on cash assistance, the state will pay 
the difference as a supplemental benefit. Note that such a supplemental benefit would never be 
higher than the supplement that would be paid under TAP for someone with the same earnings in 
a private sector job. 

*Treatment ofearnings from WORK program for other govemmen:tpenefil~~_ For purposes of 
detennining eligibility and benefits for other government programs, the following rules would 
apply: 
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• Food stamp, housing and other benefits would be calculated treating wages paid under the 
WORK program as earnings. Benefits would be calculated on a 3 month prospective basis 
under the assumption that the person works. the full number afhours assigned. No 
increases in food stamps or supplementary benefits would occur if the person did not work 
the required hours. provided he or she did not have good cause (e.g., a serious illness) for 
the missed work, 

• Earnings received under the WORK program would not be eligible for the EITC and 
wouJd not included in adjusted gross income for tax purposes. This provision is designed 
to ensure that private unsubsidized work would always be significantly more attractive 
than WORK, Since WORK slots are already subsidized and it may not be appropriate to 
offer the additional subsidy ofthe EITe 

Limits on the duration ofeach placement with frequent requirements for private job search; 
WORK slots arc designed to be temporary, available only when people really cannot find private 
sector work. Each individual placement should itself last no more than 12 months as a subsidized 
placement and be preceded and fullowed by a period of intensive private sector job search. unless 
the employer agrees to take the person on as an unsubsidized worker (removing the person from 
the WORK program), 

*Required aCCel}tance of any private sector job offer: WORK program participants could be 
required to accept any unsubsidized job offer Qr be denied a WORK job for several months. After 
two refusals, the person might be denied a WORK indefinitely, 

Tracking . .2rP.lacement and Retention Records: States will be asked to maintain records on the 
rate at which WORK workers are retained or placed by their WORK employers in unsubsidized 
jobs. Preference) should be given to employers or placement services that perf'onn better. At a 
future date, the Secretary may impose retention or placement standards. 

Returns to TAP.; Persons who become temporarily ill or face a new major new imp¢iment to 
work may seek to be re~evatuated and placed in the JOBS-Prep program until such time as the 
state deems them ready to work, Persons in this status count against the limit on JOBS-Prep 
placements. 

*insufficient WORK slots: In cases where there are insufficient work slots. first preference goes 
to people just reaching the time limit. States are required to pay ongoing cash benefits to persons 
who are not placed in WORK programs and a reimbursed at a sigruflcantJy reduced match. 
Reduced match is waived in periods of high local unemployment 
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MAKING WORK PAY/CIDLD CARE 


A crucial component of welfare reform based on work and responsibility is making work 
pay. Last summer's expansion of the Earned Income Tax Credit was a crucial step toward 
making it possible for low-wage workers to support themselves and their families above 
poverty. The welfare reform proposal will include provisions to make sure the EITC can be 
delivered on a regular, advance-payment basis. The next crucial step will come with health 
care refann. Many recipients are trapped on welfare by their inability to find or keep jobs 
with health benefits that provide the security they need. 

The key missing component for making work pay is subsidized day care. In order for 
families, especially single-parent families, to be able to work and prepare themselves for 
work, they need care for their children. 

There are two major issues as we think about day care in the context of welfare reform: 

• 	 How much subsidized day care should be made available, and for whom? 

• 	 What investments and/or requirements should be put in place to improve the 

quality of child care and the coordination of child care programs funded under 

different mechanisms? 


ISSUE: How MUCH AND FOR WHOM? 

There are three categories of low-income families with day care needs that we need to think 
about. They are families which are: 

• 	 On welfare, in JOBS, working or in the WORK program; 

• 	 Working, in "transition" off welfare; and 

• 	 Working, never on welfare or after transition. 

All three categories have legitimate claims on day care subsidies. Families who are required 
to participate in JOBS are currently, rightly, guaranteed child care. People who are working 
but still on welfare have their day care subsidized through disregards from their AFDC and 
food stamp benefits and sometimes through subsidies. We propose to continue current 
guarantees of child care subsidies for these categories of recipients. People in the WORK 
program are like welfare recipients in that they are working as a condition of receiving 
continued support; they are working at the minimum wage, and they are not receiving the 
ElTC. The proposal would guarantee their child care, just as it is guaranteed for JOBS and 
AFDC participants. 
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Under current law, people who move off welfare and are working are guaranteed subsidized 
child care for it year in order to ease the transition. We propose to continue that guarantee 
for participants in the Transitional Assistance Program who move into private sector work. 

It is hard to argue, howevert that low*income working families who are not on welfare or 
transitioning off welfare are less needing or deserving of child care subsidies than people 
who are on welfare. It seems quite inequitable to provide child care subsidies to one family 
and to deny them to another whose circumstances are identical except for the fact that the 
first family is "r has been on welfare. 

The problem f of course, is the potential cost of extending subsidies to working poor families 
who have never been on welfare. Expanding JOBS and creating WORK programs for 
welfare recipients demand new resources for day care, which presumably must be provided 
before new claims on resources can be entertained. As noted in the last section, the 
estimated costs of extending day care to new JOBS and WORK participants are $1.1 billion 
in 1999 and $2.1 billion for the five-year totaL The estimated costs of providing transitional 
care to TAP participants are $.33 billion in 1999 and $.870 billion over five years. 

Since these costs are predetermined by the policies surrounding JOBS and WORK, then the 
crucial issue to be decided is the size and shape of a day care subsidy program for the 
working poor. This program should almost certainly be designed as a capped entitlement. 
There are three basic options, which reflect different overall levels of resources and different 
targeting strategies. 

Cam>ed Entitlement: Full Service Level 

If we genuinely want to make work pay, to make work more attractive than welfare, and to 
maintain equity between those who have and have not been on welfare, it is very impo!\ant 
that day care subsidies be available for the working poor independent of their prior welfare 
status. The ideal approach, if resources were no constraint, would be to guarantee a day 
care subsidy to all working poor families who needed it, with a reasonable ceiling on cost 
per child. The cost of such an entitlement is estimated to be between $3 and $4 billion per 
year of net new Federal and State spending. [I HOPE WE CAN NARROW THIS RANGE 
TOMORROW.] 

This estimate is very uncertain. Because it is based on current usage, it does not reflect 
potential changes in work behavior and child care choices that might result if new subsidies 
were available. It may I therefore, be substantially underestimated. On the otber hand, 
experience to date suggests that actual day care usage is often much lower than planners 
predict; based on this experience, the estimate could be too high. Because of the great 
uncertainty of the estimates of providing subsidized child care for the working poor, 
however, it is almost certainly unwise at this point to estabUsh an uncapped entitlement 
which could potentially beeome quite expensive. 
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The obvious alternative is a capped entitlement, set at a:level that reflects available 
resources. Capping the entitlement guarantees that spending will not exceed the specified 
limit. 

Setting the cap at $3 billion in 1999 and phasing up to that level over four years would cost 
approximately $6.5 billion over five years. This level of entitlement should be sufficient to 
serve working poor families who need child care. . 

We suggest a less than full funding level in order to reflect available resources. The 
proposal is for $2.0 billion in 1999, with five-year costs of $5.0 billion. This is less than 
our estimates for full service, and requires some method of allocation. 

Capped En!i!lement; Slate Discretion 

The most obvious way of structuring a capped entitlement to day care for the working poor, 
whether at the full-service level or .t • lower level, is to allot available funds to the Slates 
and allow them to use the funds for services to families as they see fit. This approach should 
work very well if the funds are set at the full-service level. At a lower funding level, 
however, a problem arises because the funds are almost inevitably less that the demand and 
criteria are hard to set. Day care subsidies tend, therefore, to be distributed inequitably, 
often on the ba.sis of a first~come, first~served strategy that cannot address relative need. 

An alternative would be a targeted capped entitlement. Because it would be capped, 
spending levels would be controlled. But if it were targeted at a population subgroup, and 
set at a level that was estimated to be sufficient to serve that sub-group, both of the problems 
of the normal capped entitlement could be alleviated, The questioo, therefore, is whether 
there is a sub-group that could be targeted that makes sense programmatically and that could 
be served with a reasonable resource allocation. 

An intriguing possibility is to target young families, along the same lines and for the same 
reasons that we are targeting young AFDC applicants and recipients. This strategy has many 
attractive features. It can be justified on the same grounds that we justify the focus in the 
transitional program, of investing in young families. It also neatly solves the problem of 
eqully between welfare and non-welfare recipients. Everyone born after 1969 receives 
services in the welfare program and day care subsidies if they are working, whether or not 
they are or have been on welfare. The disadvantage of this kind of targeting, obviously, is f 
that it denies services to older mothers simply on the basis of their birth date. Focusing day fr(
care subsidies on young mothers may send a wrong message about the desirability of ~.J 
deferring parenthood. 

22 




The estimated additional costs of day care subsidies for young families are about $1 billion 
per year. This funding level would probably be sufficient to serve all young families and a 
portion of older families. 

Quality and Coordination Issues 

The issue of quality versus quantity in day care has a long and rancorous history. At one 
extreme are those who argue that child care subsidies should only be available for care that 
meets Federally-defined quality standards, that professionalized group care should be 
preferred over informal care, and that rates should be set in such a way that expensive care 
is not only eligible for subsidy but is encouraged. At the other extreme are those who argue 
that day care subsidies should be able to be used for any kind of care that the parent can 
find, with a strong preference for inexpensive and informal care. 

Head Stm 

Fortunately, some agreements and accommodations have been emerging that can guide an 
approach to child care. Nearly everyone agrees that Head Start, with its high quality 
comprehensive approach to child development, should be the preferred service for as many 
three- and four-year-olds as possible, with supplementary child care as needed. This 
Administration's commitment to expanding Head Start, and to developing more full-day and 
full-year Head Start slots, will ensure that as many as 1,000,000 low-income children in 
1999 will be served by Head SM. 

Parental Choice and State Oversight 

Nearly everyone also agrees that for other child care arrangements, parents should have 
nearly unlimited choice, constrained only by State regulations and by minimum health and 
safety standards. The general principle is that providers who receive subsidies should meet 
State licensing or registration standards. Providers that are exempt from State regulatory 
standards (most States exempt baby-sitting and small in-home care arrangements for two or 
three children, and some States exempt sectarian and o~her providers of more formal care) 
would be required to register with the State and to meet State-defined requirements for the 
prevention and control of infectious diseases, building and physical premise safety and 
minimum health and safety training of providers. 

Investments in Quality and Supply 

A third point of general agreement is that some funds ought to be available for investments 
in child care quality and supply. We propose setting aside a portion of child care funds for 
the following: resource and referral programs; grants or loans to assist in meeting State and 
local standards; monitoring of compliance with licensing and regulatory requirements; 
training and technical assistance to providers; and enhancements to compensation for 
providers. We also propose to ensure that training and technical assistance are available to 
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enable welfare recipients to become Head Start and day care providers. These programs 
should be an important source of private sector jobs and of WORK program slots for people 
moving off welfare. 

In general, States pay subsidies for child care equal to the cost of child care up to some 
maximum. This maximum should be set in a way that it reflects reasonable costs of care. It 
should also be the same across child care programs and payment mechanisms. The current 
maximum payment for child care subsidized through the disregard was set at $175 per month 
in 1988. This level needs to be raised to reflect current market conditions and defined in 
such a way that it can vary over time and perhaps geographically. 

Pro~ram Coordination 

Finally, there is agreement that day care programs and funding streams be designed in ways 
that are easy to administer and appear Itseamless" to parents. This can be achieved both 
through program consolidation, when possible, and through coordination of rules, procedures 
and automated systems. Because it is not fiscally possible to consolidate day care programs 
on the discretionary side, and since it is probably not politically possible to consolidate day 
care programs on the entitlement side, full consolidation seems unable to be achieved. 
Nonetheless, full coordination ought to be an important goal. 
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PROMOTING PARENTAL RESPONSIBILITY 
AND PREVENTING TEEN PREGNANCY 

The best way to end welfare dependency is to eliminate the need for welfare in the first place. 
High rates of female-headed family formation and the startlingly high poveny rates of those 
families lie behind our large and growing welfare rolls. We are approaching the point when 
one out of every three babies in America will be born to an unwed mother, tbe majority of 
whom "-till receive welfare at some point. Births to school~age unwed mothers are a special 
and enduring tragedy. Too many children are not receiving financial suppon from both their 
parents. This too contributes to rates of welfare receipt that are much higher than we would 
like. 

Concern over the dramatic jncreases in out-of~wedlock births has led some commentators to I 
advocate strongly punitive solutions. The most extreme of these would cut off welfare for 
unwed mothers, a "cure" that might well have disastrous eff""ts on the children of these ItfO 
mothers, increase the need Ii r s nding n ·ter care and orphanages, and alinost cenainly 
increase the al!!!«lY too high number abortion At the other end of the spectrum, some IrA? 
advocate massive spending on compre enSlv services for high-risk youth, despite the 
discouraging evidence on the effects on teen pregnancy from social services programs. I 
In contrast to both these approaches, we believe that the best prevention strategy is one that 
focuses on pan!:ntal responsibility and provides opportunities for exercising it, supplemented by 
increased family planning efforts and demonstrations of service programs aimed at preventing 
teen pregnancy. We believe that very clear and consistent messages about parenthood, and the 
ensuing responsibilities which will be enforced, hold the best chance of encouraging young 
people to think about the consequences of their actions and defer parenthood. A boy who sees 
his brother required to pay 17 percent of his income in child support for 18 years may think 
twice about b",oming a father. A girl who knows that young motherhood will not relieve her 
of obligations to live at home and to go to sehool may come to prefer other opportunities. 

The current wdfare system sends very different messages, often letting fathers off the hook, 
and expecting 'little from mothers. We hope and expect that a reformed system that strongly 
reinforces the responsibilities of both parents will prevent too-early parenthood. We know that 
parental financial support ean help keep families off welfare and that reinforcing parental 
responsibility is the right thing to do. 

Along with responsibility, though, we must support opportunity. Telling young people to be 
responsible, without providing them the means topxercise:resporuibil!W and the hope that rJ1l 
playing by the rules will lead to • better life, is cruelly hypocriti~th our child support 
proposals and our transitional assistance proposals'are .. designed,o offer opportunity to work 
and prepare for work, built on the experience of effective programs. Unfortunately, the 
knowledge base for developing effective program. that prevent too-early parenthood by 
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offering alternative hopeful futures is sadly lacking. Our strategy, therefore emphasizes 
demonstrations and learning. 

Our approach has five components: 

• Child support enforcement 

• Responsibilities of minor mothers 

• Responsible family planning 

• Demonstrations of prevention approaches 

• Supporting two-parent families. 

Child Suppor1 Enforcement 

The responsibilities of both parenls are emphasized in an approach to child support 
enforcement that holds bolh parents responsible for supporting children. It makes clear to 
fathers, as well as to mothers, that pareothood brings with it clear obligations, and that these 
obligations will be enforced, with serious and predictable consequences for those who become 
parents. The child support enforcement reform proposal has three major elements: 

• Establish awards in every case 

• Ensure fair award level. 

• Collect awards that are owed. 

Our goal is to establish paternity for all out-of-wedlock births. This will be accomplished by 
offering States performance-based incentives for all paternities establiShed, whether or not the 
mother is currently on welfare, expanding the in-hospital palernily establishmenl provisions 
enacled as part of OBRA 1993, and expanding education and outreach efforts to stress thaI 
having a child is a two-parent responsibility. 

The proposal streamline, the legal process for establishing paternity, enabling States to 
establish paternity much more quickly. This will be accomplished through an "up front" 
cooperalion requirement (prior to receipt of welfare benefils), clear responsibility for making 
the cooperation and sanction determination (IV-D--not IV-A), and streamlining Ihe legal 
process. 
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Under the proposal, paternity establishment requirements are strengthened significantly. First, 
the responsibility for paternity establishment will be cleMly delineated. Mothers will be 
required to cooperate in establishing as a condition of receipt of welfare under a very strict 
cooperation requirement. This requires the mother to provide both the name of the father and 
information sufficient to verify the identity of the person named. (Good cause exceptions 
would be granted only under narrow cireumslances.) In tum, the States will have a clear 
responsibility to establish paternity when the mother has fully cooperated. We propose that 
the States be held fully responsible for the cost of benefits paid to mothers who have 
cooperated fully but for whom paternity has not been established within a strictly defined time 
frame. 

While the proposal is very tough and strict in its approach to paternity establishment, it is 
balanced and sensib1e, Applicants must meet the new stricter cooperation requirement prior 10 

the receipt ofbenRfits, but when the mother has fully cooperated and provided complete 
information, the burden shifts to the State to establish paternity. In contrast, the present 
Republican proposal requires that the mother must have paternity established prior tIJ receipt 
ofbenefits. Thus, the mother who has done everything that can be expected of her is unfairly 
penalized for the State', inaction or inefficiency in getting paternity established. She could be 
denied benefits for a long time through no fault of her own. In some States it is presently not 
uncommon for the State agency to take two or more years to establish paternity. 

Ensure Fair Award ~ 

The proposal ..111 establish a National Guidelines Commission to study and report to Congress 
on the adequacy of award levels, the variability of award levels and the desirability of national 
guidelines. 

The proposal will also require the universal. periodic updating of awards so that all awards 
will closely reflect the current ahility of the noncustodial parent to pay support. States must 
establish simplified administrative procedures to update the awards. 

In addition, present child support distribution rules will be changed to strengthen families and 
assist families making the transition from welfare to work. 

CQlIect Awards that are OWed 

The proposal seeks to develop a ehild support system for the 21 st century. All States must 
maintain a central registry and centralized collection and disbursement capability. States must 
be able to monitor support payments and take appropriate enforcement actions immediately 
when support payments are missed. Certain routine enforcement remedies will be imposed 
administrativel), at the State level, thus taking advantage of computers and automation to 
handle these routine enforcement measures using mass case· processing techniques. A higher 
Federal match rate will be provided to implement new technologies. 
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To improve collections in interstate cases, a Federal Child Support Enforcement Clearinghouse 
will be created to track parents across State lines. This will include a National Directory of 
New Hires so ihat wage withholding could be instituted in appropriate cases fmm the first 
paycheck. Tbe adoption of the Uniform Interstate Family Support Act (UIFSA) and other 
measures will make procedures in interstate cases more routine. In addition. the IRS role in 
fuil coilections, tax refund offsets, and access to IRS income and asset information will be 
expanded. 

States will also be provided with the tools they need, such as license revocations and access to 
other data bases, so that the child support enforcement system could crack down on those 
noncustodial parents who otherwise find ways to avoid payment of their support obligations. 
For instance, frequent and routine matches will be made against appropriate data bases to find 
location, asset, and income information on those who try to hide in order to escape payment. 

The funding and incentive structure will be changed in order to provide the necessary 
resources for States to run good programs and it win employ performance based incentives to 
reward States for good porformance. 

ISSUE: CHILD SUPPORT ENroRCEMENT AND ASSURANCE (CSEA) 

For children to achieve real economic security and to avoid the need for welfare, they 
ultimately need support from both pareots. The proposals described above are designed to 
collect as much money from absent parents as possible. But what happens when little or no 
money is collected from the noncustodial parent either hecause the chiJd support enforcement 
system is ineffj~tive. or because the absent parent is unable to contribute mush due to low 
earnings? In that circumstance, a cbild sUpJX>rt enforcement and assurance system would 
guarantee that the custodial parent gets some insured level of child support, even when 
collections from the absent parent fall below that level. Thus single parents with a child 
support award in place could count on some level of child support which they could then use 
to supplement their earnings. Numerous State and national reform commissions (including the 
National Commission on Children) have called for demonstrations of this concept. 

Proponents argue that child support enforcement and assurance will significandy ease the 
difficult task of moving people from welfare to work. If single parents can count on some 
support, usually from the noncustodial parent, but if not from the insured child support 
payment, then they can build a reliable combination of their own earnings plus child support 
which will offer real security. c;;sga is nm unlike unemplQyme.nt insurance for intact 

When an absent parent becomes unemployed or cannot pay child support, the child 
some protection. And since CSEA is not income tested, there are no reporting 

requirements, no welfare offices, not benefit offsets, no welfare stigma. Proponents also 
suggest that CSEA benefits be subtracted dollar for dollar from welfare payments. Thus a 
woman on welfare is no better off with CSEA. But if she goes to work, she can count on her 
child support payments, thus the rewards to worldng rise considerably. Essentially all of the 
net new costs of a CSEA protection program would thus go for supporting custodial parents 
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who are off welfare and working. Finally proponents argue that if CSEA protection is 
provided only to People who have a child sUpJXJrt award in place, women will have much 
more incentive to cooperate in the identification and location of the absent father, since they 
can count on receiving benefits. 

Opponents worry that CSEA will dilute the pressure to actually collect child support. If 
mothers can count on the money regardless of whether the State actually collects the amount 
owed, less effort may be put into collections. States may choose not to try to get collections 
up especially if the Federal government is paying for CSEA. There is also a danger that 
CSEA will be seen as welfare by another name, since it is a source of support for single 
parents. Some opponents also argue that there wi]] be fewer incentives for absent parents to 
pay child support since their children are assured of some level of support even if they fail to 
pay. 

One proposal is to spend $x biUion over 5 years to fund demonstrations itQtates. This 
figure is the same as one proposed by Senator Dodd and others in recent legislative proposals. 

ISSUE: ENHANCING RESPONSIBILITY AND OPPOR'TIJNITY FOR NONL'USTODIAL PARENTS 

Under the present system, the needs and concerns of noncustodial parents are often ignored. 
The system needs to focus more attention on this population and send the message that "fathers 
matter". We ought to encourage noncustodial parents to remain involved in their children's 
lives--not drive them further away. The well-being of children, who only live with one 
parent, would be enhanced if both emotional and financial support were provided by both of 
their parents. 

Ultimately, the system's expectations of mothers and fathers should be parallel. Whatever is 
expected of the mother should be expected of the father, and whatever education and training 
opportunities are provided to custodial parents, similar opportunities should be available to 
noncustodial parents who pay their child support and remain involved. If they can improve 
their earnings c.apacity and maintain relationships with their children, they will be a source of 
both financial and emotional support. 

Much needs to be learned, partly because we have focused less attention on this population in 
the past and we know less about what types of programs would work. New programs should 
be modest and flexible, growing only as evaluation findings begin to identify the most 
effective strategies. We propose the following: 

• 	 Grants to States for programs which reinforce the need for children to have continued 
access to and visitation by both parents. These programs include mediation (both 
voluntary and mandatory), counseling, education, development of parenting plans, 
visitation enforcement including monitoring, supervision and neutral drop-off and pick­
up and development of guidelines for visitation and alternative custody arrangements. 
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• 	 Expanded authority and additional funding for the Commission on Child and Family 
Welfare to study access and visitation issues. 

• 	 A portion of JOBS and WORK program funding reserved for training, work readiness, 
educational remediation and mandatory work programs for noncustodial parents of 
AFDC recipient children who can't pay child support due to unemployment, 
underemployment or other employability problems. 

State option for mandatory work programs for non~custodial parents. States 
would have considerable flexibility to design their own programs;, but the focus 
would be on CWEP--not on work for wages, 

• 	 Demonstration grants to States and/or community-based organizations to develop and 
implement noncustodial-parent (fathers) components for existing programs for high-risk 
families (e.g. Head Start, Healthy Start, family preservation, teen pregnancy and 
prevention) to promote responsible parenting, including the importance of paternity 
establishment and economic security for children and the development of parenting 
skills. 

Responsibilitirs of Minor Mothers 

The program of transitional assistance followed by work that is outlined later in this document 
focuses on the responsibilities of custodial parents, especially young parents, to work and 
prepare for work as a condition of receiving benefits. All young single parents seeking 
government assistance will be expected to prepare for and go to work. Like the child support 
provisions, the Obligations inherent in the program send a clear message about the 
consequences of parenthood, ensuring that welfare receipt does not release either parent from 
their responsibilities to work and support their children. 

Minor mothers, those under age 18, have special needs and deserv.e special consideration. 
This is a relatively small part of the caseload at any point in time but is a disproportionate 
oontributor to long-term dependency. We have four proposals that affeet litis group: 

• 	 Minor Mothers Liye at Home. We propose requiring that minor parents live in a 
household with a responsible adult, preferably a parent (with certain exceptions, such 
as when the minor parent is married or if there is a danger of abuse to the minor 
parent). Parental support oould then he included in detennining cash assistance 
eligibility. Current AFDC rules pennit minor mothers to be "adult caretakers' of their 
own children. Under current law, States do have the option of requiring minor 
mothers to reside in their parents' household (with certain exceptions), but only five 
have induded this in their State plan. This proposal would make lhat option a 
requirement for all States. We believe that having a child does not change the fact that 
minor mothers need nurturing and supervision themselves. The Senate Republicans 
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have a similar proposal. However, they also give States the option of providing no 
AFDC to minors. The House Republicans make minor parents ineligible for AFDC. 

• 	 Mentoring by Older Welfare Mothers. We propose to allow States to utilize older 
welfare mothers to mentor at-risk teenagers as part of their community service 
assignment. This model could be especially effective in reaching younger recipients 
because, of the credibility, relevance and personal experience of older welfare recipients 
who were once teen mothers themselves. Training and experience might be offered to 
the most promising candidates for mentoring who are currently receiving welfare 
benefits. 

• 	 Targeting school-age parents. We will ensure that every school-aged parent or 
pregnant teenager who is on or applies for welfare enrolls in the JOBS program, 
finishes their education, and is put on a track to self-sufficiency. Every school-age 
parent (male or female. case head or not. any age) will be mandated to participate in 
JOBS from the moment the pregnancy or paternity is established. All JOBS rules 
pertaining to social contracts. employability plans. and participation will apply to teen 
parents. We propose to require case management for these teens. 

• 	 State options for behavioral incentives. We propose to give States the option to use 
monetary incentives combined with sanctions as inducements to remain in school or 
OED class. They may also use incentives and sanctions to encourage appropriate 
parenting. 

Encouragements for Responsible Family Planning 

Responsible parenting requires access to information and services designed to discourage early 
sexual behavior and to prevent pregnancy. We propose the following: 

• 	 A national campaign against teen pregnancy. We propose that the President lead a 
national campaign against teen pregnancy, involving the media, community 
organiZC:Ltions, churches and others in a concerted effort to change perceptions. The 
campaign would set national prevention goals and challenge the States to come up with 
school or community based plans to meet those goals. 

• 	 Increased funding for family plannin~ services through 
Title X. Responsible family planning requires that family planning services be 
available for those who need them. A request for increased funding for Title X was 
included in the FY1995 budget submission. 

ISSUE: FAMILY CAPS 

The issue is whether States should be allowed or required to limit benefit increases when 
additional children are conceived by parents already on AFDC if the State ensures that parents 
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have access to family planning services. Non-welfare working families do not receive a pay 
raise when they have an additional child, even though the, tax deduction and the EITC may 
increase. (The tax deduction and EITC increase for the second child is worth $1,241 at the 
$20,000 income level; the tax deduction is worth $686 at $60,000.) However, families on 
welfare receive additional support ($684 in AFDC per year for the second child in the median 
State; $1,584 with food stamps) because their AFDC benefits increase automatically to include 
the needs of an additional child. This option would reinforce parental responsibility by 
keeping AFDC (but not food stamps) benefits constant when a child is conceived while the 
parent is on welfare. The message of responsibility would be further strengthened by 
permitting the family to earn more or receive more in child support without penalty as a 
substitute for the automatic AFDC benefit increase under current law. Both Republican plans 
have a provision to not pay additional AFDC for more children. Under the House Republican 
plan, States must pass legislation in order to pay additional benefits to children. 

Demonstrations of Prevention Approaches that Engage Every Sector of the Society in 
Promoting Responsibility 

Solely changing the welfare system is insufficient as a prevention strategy. For the most part, 

the disturbing social trends that lead to welfare dependency are not caused by the welfare 

system but reflect a larger shift in societal mores and values. In very poor neighborhoods, 

teen pregnancy appears to part of a more general pattern of high-risk behavior among youth. 


The Administration is developing several initiatives that aim at improve the opportunities 

'available to young people and to provide alternatives to high-risk behavior. The school-to­

work initiative, for example, will provide opportunities for young people to combine school 

with work experience and on-the-job training, as a way of easing the transition into the 

workplace. The crime bill focuses additional resources on crime prevention, especially on 

youth in disadvantaged neighborhoods. Initiatives like these are aimed at raising aspirations 

and hope among young people who might otherwise become parents too early. 


In addition, we ought to direct some attention to specifically preventing teen pregnancy. The 

basic issue in designing a prevention approach is to balance the magnitude of the problem with 

the paucity of proven approaches for dealing with it. Because the problem is so compelling, it 

is tempting to propose substantial increases in spending on services and approaches to deal 

with it. Unfortunately, although there are numerous anecdotal reports on effective programs, 

none of the rigorous evaluations of service-based attempts to prevent teen pregnancy has 

shown demonstrated success. 


We believe that large scale spending on unproven approaches would be irresponsible. Instead, 

we need a strategic approach that develops and funds some substantial demonstration 

programs, and evaluates them for their potential to be more broadly effective. 


Demonstrations. Early childbearing and other problem behaviors are interrelated and strongly 

influenced by the general Iife·experience associated with poverty. Changing the circumstances 
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in which people live, and consequently how they view themselves, is needed to affect the 
decisions young people make in regard to their lives. To maximize effectiveness, any effort 
must address a wide spectrum of areas including, among others, economic opportunity, safety. 
hea1th and education. Particular emphasis must be paid to the prevention of adolescent 
pregnancy, through measures which include sex education, abstinence education, life skills 
education and contraceptive services. These interventions show great promise, but those 
efforts that combine education and services show the most promise. 

Comprehensive demonstration grants are proposed that would seek to change the environment 
in which youth Jive. These grants must be of sufficient size or "critical mass" to significantly 
improve the day-to-day experiences. decisions and behaviors of youth. They would seek to 
change neighborhoods as well as directly support youth and families, particularly adolescent 
pregnancy prevention. While models exist for this type of comprehensive effort, few have 
been rigorously evaluated. All demonstrations will include a strong evaluation component. 

Supporting Two-Parent Families 

The Reinventing Government section includes provisions to end the current bias in the welfare 
system against two·parent families by: 1) eliminating the more stringent rules for two·parent f) 
families that exist in current law; and 2) allowing States to provide benefits to two· parent 
families continuously, instead of limiting provision of such benefits to 6 months. 
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APPENDIX, NOTES TO TABLE 1 


TWf}-Parent Esthnntes 

1. 	 The cools for eliminating the special eligibility requirements for two-parent families is 
based upon estimates from the food stamp quality control data file. These estimates 
were then adjusted for increased participation based on estimates from the MATH 
model employed by Mathematiea, Inc. 

Child Suppor1: Enforcement R'ithnntes 

1. 	 The estimates for paternity establishment. enforcement. and computer costs are based 
ulX>n our best guess of how CBO will estimate the savings from these child support 
enforcement provisions. The original HHS estimates for these provisions would have 
produced savings of $3.6 billion over the period. However, both CBO and OMB 
staff believe these original estimates are overstated substantially. Thus, for these 
estimates we are projecting savings of $0.6 billion over the period. 

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

3. 	 The estimate for the cost of the child support assurance demonstrations are based 
upon CBO estimates of the 
Rockefeller/Dodd bill. 

Caseload Numbers and JOBS and WORK Estimates 

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

l. 	 Adult recipients (including teen custodial parents) born in 1970 or later are subject to 
the time limit beginning in October 1996 (FY 1997). The cust estimates assume 
about one third of the States will implement the policy a year earlier than required. 
This follows State implementations under the Family Support Act. JOBS spending on 
other portions of the easeload would continue as per current law. 

2. 	 Caretaker relatives are not subject to the new rules and are not phased-in. 

3. 	 Parents who have a child under one (or under 4 months, if conceived after the inWal 
welfare receipt), are caring for a severely disabled child, report a work limitation or 
who are 60 years of age and older are deferred from participntion in the JOBS and 
WORK programs. As of FY 1999, about 23 percent of the phased-in caseload is 
deferred. 

4. The ca.seload numbers include modest treatment effects as a resull of the new rules. 



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

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

7. 	 The cost of developing and maintaining a WORK assignment is calculated using 
CWEP data from JOBS and from the welfare-to-work demonstrations of the 1980s 
(again, adjusted for inflation using the projected CPJ). Approximately 35,000 and 
150,000 WORK slots would be required in 1998 and 1999, respectively. 

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

9. 	 The JOBS and WORK cost estimates do not consider the potential impact of the child 
support on the size of the caseload. 

Teen Case Ma.nagement and JOBS-Prep Cost Estimates 

1. 	 The case management cost estimate presumes that at full implementation enhanced 
case management services would be provided to all teen parents under the age of 19 
and on assistance. The percentage of teen parents receiving comprehensive case 
management services is predicted to rise from 70% (of those phased-in) in FY 1996 
to 80% in FY 1997,90% in FYs 1998 and 1999 and to 100% in FY 2004. 

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

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

2. 	 The JOIlS-prep cost estimate presumes that JOBS-prep services will be provided to 
20% of those in the JOBS-prep program. As States currently serve only 16% of the 
non-exempt caseload in the JOBS program, it is plausible to suppose that States will 
not serve a significantly higher percentage of persons in the JOBS-prep program. As 
we have virtually no idea what services States will provide during the JOBS-prep 
program (candidates including parenting skills classes, life skills training, vocational 



rehabilitation and substance abuse treatment), arriving at a cost per participant figure 
for the program is challenging. 

For purposes of the estimate, we speculate that States will for the most part not 
provide services such as vocational rehabilitation directly in the JOBS-prep program. 
JOBS-prep services may consist primarily of case management, which would 
encompass referra1 to external service providers. Given that many of the persons in 
the JOBS-prep program will have some serious issues to contend with (although some, 
such as most mothers of children under one, will not) a fairly intensive level of case 
management would be required. 
The cost per JOBS-prep participant figure represents a level of case management 
more intensive than that in the JOBS program but not as intensive as the level 
provided in the Teen Parent Demonstration. The number is arrived at by multiplying 
the Teen Parent Demonstration case management figure by .75. 

Child Care &timates 

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

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

3. 	 This estimate is based upon baseline spending for the Head Start program and 
therefore does not account for the additional children who will be served by Head 
Start when it expands. This follows conventional CBO scoring rules. 

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

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

No Additional Benefits for Additional Children 

1. 	 This estimate is based upon an estimate by the Congressional Budget Office. The 
estimate assumes that all 54 States and jurisdictions implement the policy. 

2. 	 The average roughly monthly number of children ineligible for benefits would 
increase from roughly 200,000 in fiscal year 1995 to almost 850,000 in fiscal year 
1999. 

3. 	 It is assllmed that States would reduce the monthly benefit by $63 for each child (after 
the first) born while the mother was receiving AFDC. It is also assumed that States 
would have little success identifying children born on AFDC during previous spells of 
welfare receipt. 
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GLOSSARY 

AFDC - AId 10 Families wllh Dependenl Childr.., progrnm: The primary welfare program, 
which provides cash assistance to needy families whb dependent children that have been depriVed of 
parental support, 

CSE - Child Support Enfor""""",t progrnm: This program provides Fndera) matching funds to 
enfu~ the suppon obligations of absent parents to their children .and spouse or funner spouse, to 
locate absent parents, nod to establish paternity nod ,upport ordea. States must provide child "ppon 
enforcement services to persons receiving AFDC. Medicaid, and Tide IV~E roster care benefits. 

CSEA - Child Support Enr ........enl and Assurnn ....' A system designnd 10 guarantee that 

custodial parents get some assured level of child support, even wben the absent parent fails 10 pa.y, 

CWEP - Community Wurk Experl ....... Program: This is a JOBS program activity wbich States 

can, but are not 'required to, make available to JOBS partlcipants. CWEP provides experience and 
training for individuals not otherwise able to obtain employment. The required number of CWEP 
bours can be IU' greater than the AFDC benefit divldnd by the higher of Fndera) Of State minimum 
wage. 

EITC - Earnnd In.""", Tax Credit progrnm: A laX <redit that targets laX relief to worlcing low­
. income taxpayers with children. to provide relief from tbe Social Security payroll tax (FICA) and to 
improve incentives to work. 

FSP - Food Stamp Program: A national program designed primarily to increase the food 
purchasing power of eligible low-income households to a point where they can buy a nutritionally 
ndequate, 10w-<:OSt diet. Eligible households receive food stamp benefits on a monthly basis in the 
form of coupons that are acceplnd at most retail grocery stores. 

JOBS - Job Opportunities and Basic Skills Training Program: The work, nducatlon. and 
training program for AFDC reclplenl$. In a greatly expandnd form, this program would be the 
centra] focus of the Admlnjstratio~'s reformed system. 

JOBS-Prep: "The program proposnd for peaoos not yet able to work or enter JOBS. Pe....os In this 
program, including mothers with very young children. will be expected to do something to contribute 
w themselves nod their oommunlty. While in JOBS·Prep, they would not be subject 10 the lime limit. 

JTPA - Job Tnlining Partnersllip Ad program: The goal of thi' Department of Labor block grant 
program is to train or retrain and place eligible individua1s in perman.ent, unsubsidlzed employment, 
preferably in the private sector. Eligible individuals are primarily economically disadvantaged 
individuaJs. 

Healthy Start: Healthy Start is a demonstration project designed to reduce infant mortality by 50% 
over 5 years in 15 U.S. communities with extremely high'infant mortality rates. Medica] and social 
service providers within the targeted communities work: ooUaboratively to develop new and innovative 
suviee detivery systems: to meet the needs of pregnant women and infants. 
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PIC - Private Industry Councils: These Councils are composed of business leaders from the 
private sector and representatives of the public sector and unions. Their roJe is to guide and oversee 
the direction of JTPA employment and training programs. PIC$ are responsible for providing potiey 
guidance in partnership with local governments. 

School-Io-Work Initiative: The pending School-to-Work Opportunities Act of 1993 would provide 
States and local: communities with seed money to develop and implement systems to help youth mate 
an effective transition from school to career..ariented work. The program would be designed and 
administered jointly by the Departments of Education and Labor, and would fund work·based 
learning. school-based learning, and connecting activities. 

Title X - Family Planning Services: These grants are provided to State agencies for family 
planning services including contraceptive services. infertility serVices and special services to adoles­
cents. 

Transitional Assistance Program: The Administration·s proposed two~year limit cash assistanCe 
program for needy families with dependent cbildren. 

UlFSA - Uniform Interstate Family Support Act: A model law which. if adopted. would 1l1lIk. 
State laws uniform and simplify the processing of child support actions which inyolve parents who 
live in different States. 

WID - Workforce Investment Board: A body to be created at th. Federal level which WQuld be 
responsible for serving as a "Board of Directors" fur workfOf'Ce development programs in ,a labor 
market. Th. Workforce Investment Board would provide policy oversight and str.llegic planning for 
Department of Labor-funded and other training programs in an area, The majority of Ibe World or"" 
investffient Board would be composed of employers. but the board. would also be required to bave 
labor. public sector and community representation. T The WIB is intended to subsume the Private 
Industry Council" at theloca1level (although a PIC that met the criteria could become the Worldor"" 
Investment Board). 

WORK: Thl' Administration's proposed publicly-subsidized work program for persons who bave 
exhausted their two~year time limit without obtaining an unsubsidized private sector job. 
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INTRODUCTION 

Bveryone is frustrated with the welfare system. Welfare reform is designed to give people back: the 
dignity and control that comes from work and independence. It is about reinforcing work.and family 
and opportunity and responsibility. 

The current system pays cash when people lack adequate means to provide for their families. We 
propose a new vision aimed"at belping people regain the means of supporting themselves and at 
bolding people responsible for themselves and their families. The proposal emphasizes that work is 
.valued by making work pay. It indicates lItat people should not have children until lItey are able to 
support them. It signals that parents-both parents-have responsibilities to support their chUdren. It 
gives people access to the training they netxt. but also expects work in return. It limits cash 
assistance to two years, and then requires work, preferably in the private sector, but in community 
service jobs if necessary. Most [niportanlly~ it requires changing the culture of welfare offices, 
getting them out of the check-writing business and into the training and job~p1acernent business. 

Ultimately, this plan requires changing almost everything about the way in which we provide support 
to struggling families:. To achieve this vision. the plan has four main elements. 

MAJOR THEMES 

Transitional Assistance Followed by Work 
. 

• 	 Full participatj2D. Bveryone who receives: cash support is expected to do something to help 

themselves and their community. The requirement appJies to those who are preparing 

themselves for work, to those who are past the time limit, and to those who are currently not 

ready to work., Those who are unable to work due to disability Of other reasons will be 

expected to do Something for themselves Of their community. but will not be subject to time 

limits until they are ready to engage in training, education or employment services. 


• 	 Trainjn/:. education and emp\!nment services (the JOBS programl, As soon as people 

begin receiving public assistance. they will sign a personal responsibUity contract and 

develop im employability plan !O move litem into work as quickly as possible. Many 

will get johs quickly-in weeks or mondts-after assistance willt job search and job 

preparation. Othem will spend time in education and training services as needed. 

The program wiU be closely roordinared with existing mainstream education and 

training programs including lTPA, School~to~Work and vocational education. 


• 	 TIme limits. Poople who are able to work wUl be limited to two years of cash assis~ 


tance. Most people are expected to enter employment well before the two years are 

up. Extensions to complete an education program will be granted in a limited number 

of cases. 


• 	 Work for those who exbaust their time limjt (the WORK progri1m.1. Those people 

wbo are stiJI unabJe to find work: at the end of two years will be required to work in a 

private sector. community service or public sector job. These are intended to be real. 
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WQrk~for~wages jobs, The program will be designed to favor unsubsidized work and 
10 ensure that subsidized jobs are shorHerm and non-displacing. 

Making Work Pay 

• 	 ~IJb £are reform. An essential part of moving people from welfare to work is ensuring that 
working peroons get health protection. The current system keeps people from leaving welfare 
for fear of losing their health insurante. 

• 	 &Ivan" nayment of the Earned tnrome Tax Credit CErrO. The expanded EITe 

makes it possible for low~wage workers to support their families above poverty. 

Efforts will be made to help families receive the EITe o-n a regular basis. 


• 	 Child care for the working poor. In addition to ensuring child care for participants in 

the transitional assistance program and for those who transition off welfare, child care 

subsidi~l will be made avaiJable to Jow~jnoome working famiHes who have never been 

on welfare but for whom assistance is essential to enable them to remain in the 

wOrkforce and off welfare. 


Parental _ponslblUty 

• 	 Qlild IDmpQrt enfOrcement. The child support enforcement system will be 

strengthened to ensure that awards are established in every case, that fair award levels 

are maintained and that awards that are owed are in fact ooJlected. Demonstrations of 

child support assurance and of programs for noncustodial parents wiH be conducted. 


• 	 Efforts aimed at minor mothers. responsible family planning and prevention. Minor 

mothers will receive special case management services and will be required to live at 

home and stay in school to receive income support. Access to family planning will be 

ensured. A strategy for investing in and learning from programs to prevent high-risk 

behavior and teen pregnancy will be pursued. 


• 	 Effwl'i 10 promsu~ two-parent families. We will provide better support for two-parent 
familil!S by eliminating or .reducing the current bias in the welfare system in which two-parent 
families are subject to more stringent eligibility rules than singJe--parent families. 

Reinventing Government Assistance 

• 	 Coordination. Simplification and jmpfjOO.'d incentives in income suooort pro~rams. The 

administrative and regulatQry program structures of AFDC and Food Stamps will be roo... 

signed to simplity and coordinate rules and to encourage work, family formation and asset 

acrumulation. 


• 	 A oerformance:based system, In addition to Incentives for clients. incentives will be 

designed to bring about a systemic change in the culture of welfare offices with an 

emphasis on work and perfonnanee. 
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ISSUES TO BE RIlSOL VEIl 

This paper lays out the major unresolved issues that need to be addressed. It is organized around 
each of the firs! three broad elements listed above. In each case, a description of the proposed policy 
is provided and remaining is~ues discussed. (The details of the fourth element-Reinventing 
Government Assistance-will be addressed later in a separate paper. We anticipate that changes will 
be cost neutral for that part of the proposal, so they will not affect cost estimates or financing needs.) 

There are four particularly significant issues that need to be resolved: 

• 	 Jbe seale and pbase-in of the reformed welfare system-Should we seek to bring in aJl 

persons quick1y~ or should we initially target our resources to suh-groups, such as new 

applicants or the youngest third of the caseload? 


• 	 The .truclure and requirements or the WORK program ror poople who hove exceeded 
the time limit-After a person hits the time timit. should we mandate States to provide a job 
which pays an hourly wage, or should we ailow States to continue paying a welfare check. 
while requiring" work as a condition of receipt? How many bours of work should be 
required? What methods should we use to minimize longwterm participation in this work: 
program7 

• 	 1be let>eJ and focus or thild are ror the working poor-What level of resources should we 
devote to child care ror the working poor? How should limited resources be targeted? 

• 	 Financing-What measures should be used to finance the welfare reform package? How 

should the burden be sbared betw_ States and the Federal government? 


Financing is not discussed in this paper. 

To provide a sense of the scale of a program and the oost of particular elements~ we have created a 
hypothetical proposal. The actual cost of the program will differ depending on what decisions are 
made about the issues identified above. In the remainder of the document, we will refer to this 
hypothetiC31 ba.~ine and indicate where different programmatic decisions would have led to a larger 
or smaller program. The tabJe which follows is provided only as a basis of discussion-not as an 
indication that ,)()licy decisions have been made. 
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TABLE 1 .-PRELIMINARY COST ESTIMATES (FEDERAL AND STAT~, 
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL r"ce Reed 

(By fiscal year, in millions of dollars) 

S-Year 
1995 1996 1997 1998 1999 Total 

PARENTAL RESPONSIBILITY 

Minor Mothers 0 (45) (50) (50) (50) (195) 
Comprehensive Demonstration Grants 0 50 50 50 50 200 
Two-Parent Provisions 0 0 440 680 945 2.055 
No Additional Benefits for Additional Children (35) (100) (110) (140) (150) (535) 

Child Support Enforcment 
Patemity Establishment (NElt) 5 20 (110) (165) (215) (465) 
Enforcement (Net) (10) (20) (65) (BO) (320) (495) 
Computer Costs 15 35 95 160 160 465 
Non-Custodlal Parent Provisions 0 25 SO 110 175 390 
Access.Grants and Parenting Demonstrations 20 25 30 30 30 135 
Child Support Assurance Demonstrations 0 0 100 200 250 550 

SUBTOTAL. CSE 30 B5 130 255 80 580 

TRANSITIONAL ASSISTANCe FOLLOWED BY WORK 

JOBS·Prep 0 15 50 60 70 195 
Additional JOSS Spending 0 210 750 920 1.000 2.880 
WORK Program 0 0 0 130 690 B20 
Additional Child Care for JOBS/WORK 0 190 630 745 900 2.465 

Transitional Child Care 0 70 230 2BO 360 940 
Enhanced Teen Case Management 0 30 90 105 110 335 
Economic Development 0 0 100 100 100 300 

Savings· Caseload Reduction 0 0 (30) (60) (BO) (170) 

SUBTOTAL. JOBS/WORK 0 515 I.B20 2.2BO 3.150 7.765 

MAKING WORK PAY 

Working Poor Child Care 0 500 1.000 1.500 2.000 '5,000 

Advance EITC 0 0 0 0 0 0 

GRAND TOTAL (5) 1,005 3.2BO 4,575 6,025 14,660 

Note: Parentheses denote savings. 

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been 

officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-.chalrs. 

SEE APPENDIX FOR ENDNOTES TO TABLE 
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BACKGROUND INFORMATION ON TIlE AFDC PROGRAM 

Before turning to the key policy issues, we provide brief background information regarding the 
current AFDC program. 

AFDC Program under Current Law 

. 	The Aid to Families with Dependent Children (AFDC) program was enacted as Title IV of the Social 
Security Act of 1935. Its primary goal is ,to provide cash assistance to childten in need of economic 
support due to the death. continued absence or incapacity of the primary wage earner (typically the 
child', father). AFDC providoo benefits to a monthly aveiage of 4.8 million families (13.6 million 
peraons) in fiscal y.... 1992. This includes 322,000 families in the AFDC·Unemployoo Parents 
(AFDC.UP) program. The total AFDC caseload represents S.O percent of the total resident U.S. 
population. Two~thirds <9.2 million) of AFDC recipients each month are children. 

AFDC benefits totaled $22.2 billion in 1992. Total AFDC mnnthly benefots averagoo S388 per 
month, per family, but benefits vary widely across States. In lanuary 1993, the maximum monthly 
AFDC benefit for a family of three with no countable income ranged from $120 in Mississippi to 
$923 in Alaska. In real doll..., the average O1OOIl1ly benefit per AFDe family has dedinoo from 
$<144 in 1970 to $388 in 1992, a 40 percent ,eduction, attributable mostly to inflation rether than 
reductions in nominal benefit levels. The Federal govemment's share of total benefit expenditures 
was $12.2 billion In 1992; and $10.0 billion was paid by the Stales. Total administrative costs, 
sbatoo equally between the Fooeral government and the States, were $2.7 billion in 1992. Overall, 
the Federal government pays roughly SS peroent of total AFDC benefit costs and SO percent of 
administrative oosts. 

The Family Support Act of 1988 created the Job Oppnmmities and Basic Skill. (lOBS) program to 
p~vide edncation, training. and employment-related services to AFDC recipients to promote se1f­
sufficiency, To the extent resources are available, aU non..exempt recipients are required to 
participate. in JOBS activities. Exemption categories inetude most children, those who are employed 
30 or more ~urs per week, those who are ill, incapacitated. or of advanced age, wOmen in their 
second trimester of pregnancy, and those wbo are caring fur. young child, or caring fur an ill or 
incapacitated family member. Federal matching to States for JOBS program costs is avaiiabJe as a 
capped entitlement limited to $1.1 billion in fiscal year 1994. The matching rates vary between SO 
percent and 90 percent, depending on the type of costs being reimbursed. 

Most AFDC famili.. are eligible fur and participate in the fond stamp program, wbieb provides an 
important in..kind supplement to cash assistance. While participation rates varied among States. 86.2 
percent of AFDC bousebolds also receivlld food stamp benefits in fiscal year 1992. AFDC benefits 
are. counted when determining food stamp benefit amounts; one dollar of AFDC reduces food stamps 
by 30 cents. Additionally, all AFDe families are: eligible for Medicaid coverage. and under the 
·provisions of the Family Support Act. all famities who leave AFDC due to increased earnings or 
hours of work are eligible for one year of transitional Medicaid coverage. 
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weirare Dynamics and Cbaracteristi", 

It is extre'.flely common fur women to leave the welfare rolls very soon after they begin a s.pell of 
welfare re-:eipt. More than half of aU welfare recipients leave the welfare folis within their first year­

of welfare receipt; by the end of two years the percentage who have left increases to 70 percent. By 


. the end of five years. about 90 percent have left the welfare rolls. However. many of those who bave 

left welfare cycle back on. Within the first year after leaving the welfare rolls~ 45 percent return; 
almostlWo-thln1s r<!urn by the end of three years, By the end of seven years, more than th....,. 
<J.uarters of those who have left the welfare system have returned at some point. Almost half of aU 
spells of welfare end when a recipient becomes employed~ other reasons for leaving AFDC include 
marriage and children growing up. About 40 percent of women who ever use welfare are shorHerm 
users. about one-third are episodic users and onewquarter are Jong4entt userS~ Using data from 1968 
through 1989, the overage time spent on welfare was 6,2 years. 

Wbilethe number of AFDC recipients remained relatively constant between 1975 and 1988, AFDC 
case!oads rose sharply during the early t990s. The monthly average of 13.6 million recipients in 
1992 represented a l.t miUion increase since 1990. According to a recent Congressional Budget 
Office smdy, the primafy reasons for the sharp increase in the AFDC easeload between late 1989 and 
1992 are the growth In the number of female-headed families, especially those beaded by women who 
never married, tbe reeession and the weak economy. 

The vast majority of AFDC families are headed by a single female. Among single female-headed 
AFDC househo)ds~ the proportion of AFDC mothers who have never ~ married has significantly 
Increased, although the proportion of divorced AFDC mothe", still remains sizllblo. Tho AFDC 
caseload i. racially and ethnically diverse. Thirty-nine percent of AFDC family casehends are 
African-American, 38.1 percent are white, !7,4 per""'" are Hispanic, 2.8 percent are Asian, 1.3 
percent are Native American, and 1.6 percent are of another race or ethnicity. 

The average AFDC family is small, In 1991,72,3 percent of AFDC families had 2 or fewer 
children, and 42,2 percent had only one child. Only a small proportion of AFDC families - 10,1 
percent - bave four or more children, The average family size of an AFDC family bas also become 
smaller over time, from 4,0 in 1960 to 2,9 in 1992, Over two-thirds of AFDC recipients are 
children, 10 1991, almost one-half of AFDC children were undersi. years of age; 24,8 percent were 
under age 3, and 21.4 percent were,between ages 3 and S, One-third (32,6) of AFDC children were 
aged 6 to II, and 21.4 percent were age 12 or over. 

Over half of AFDC mothers began their receipt of'AFDC .. teenagers; bowever, AFDC cases with 
teenage, mothers (i,e" under age 20) make up only. small fraction of the AFDC "",e1oad at anyone 
time, In 1992, S.l percent of the AFDC caseload was headed by 'teenage mother. Almost half of 
AFDC mothers (47,2 percent) were in their twemies,' third (32,6 percent) were in their thirties, and 
12. J peccent were in their lonies. 
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

Perhaps the most criticld and difficult goa) of welfare reform is to reshape the very mission of the 
current support system from one focused on writing checks to one focused on work, opportunity. and 
responsibiJity. The proposal calls for replacing the AFDC program with a transitional assistance 
program. to be followed by work. The new program includes four key elements: futl participation, 
education and training, time limits, and work. 

KEY ELEMENTS 

• 	 Full Participation. Everyone who wishes: to receive cash support would be expected to do 
something to hetp themselves and their oom:IDunity. Recipients would sign a personal 
resPonsibility contract indicating exactly what was expected of them and the government. 
Most would go Immediately into the JOBS program. A limited number of persons who are 
not yet in a position to work or train (because of disability or the need to care for an infant or 
disabled child) would be assigned to a JOBS-Prep program until they are ready fo, the tim.. 
limited JOBS program. Everyone bas sOmething to contribute. Everyone has a responsibility 
to move toward work and independence. 

• 	 Training, Education, and Placement (the JOBS program). The core of the transitional 
sappon program would be an expanded ~d improved JOBS program, which was established 
by the family Support Act of 1988 and provides training, education, and job placement 
services to AFDC recipients. The JOBS program would be revamPed. Every aspect of lb. 
new program would emphasize paid work. Recipients imd agency workers will. as under 
current law. d~ign an eniployability plan. One Option would be to require atl persons 
applying for assistance to engage in supervised jo~ search from the date of application. Por 
those who need it, the JOBS program wiU help recipients gain access to the ed.uca.tion and 
training services they need to find an appropriate job. Recipients who willfully fail to comply 
with their JOBS program employabilky plan wiH be sanctioned. The new effort wiH seek 
close coordination with the lTPA program and other mainstream training programs and 
educational resources. Central to this welfare reform effort is recognitloD of the need to: 
support workers who have recently left welfare to help them keep their jobs. 

• 	 11me Umits. Persons able .to work would generaliy be limited to two years of cash 
assistance. While two years would be the maximum period for the receipt of cash aid by 
people able to work, the goal would be to place people in private sector jobs long before the 
end of the two~)'eat period. In a very limited number of cases, extensions of the time limit 
would be granted for completion of an educational or training program or in unusual 
circumstances. The time limit would be a lifetime limit, but persons who leave welfare could 
potentiaUy earn bad time on assistance for time spent off welfare. ' 

• 	 Work (the WORK program). The .ew effort would be designed to help as many people as 
possible fmd employment before reaching the two~year time limit. Those persons who are not 
able to find employment within two years would be required to take a job in the WORK pro­
gram. WORK program jobs would include subsidized private secto, jobs, as well as positions 
with local not~for..ptOfit organiutions and public sector positions. The positions are intended 
to be short~term. last-resort jobs, designed neither to displace existing workers, nor to serve 
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as substitutes for unsubsidized private sector employment. The primary emphasis of the 
WORK program will be on securing private sector employment. 

Key elements of the new program are described in greater detail in addenda on JOBS and WORK at 
the end of this section. 

Changing what happens in wetfare offices will require significant changes in what is measured and 
rewarded. The Federal government win t;reate strong financial incentives Hnked to long-term job 
placement and will seek to minimize the number of people who reach the two-year Umit. Ultimately 
the best time~limited welfare system is one in wbich nobody hits the limit because everyone is 
working before that point. 

KEY QUESTIONS 

Six key questions need to be addressed in designing the progtam of transitional assistance followed by 
work. 

• 	 Eo~vs and pbM'-in, How quickly should the reforms be phased in and who should be 
targeted initially? 

• 	 1000S·f"", rul... Who should be assigned to tIlelOBS·Prep program because they are not 
able to work or are needed at home? How many pets(}os should States be allowed to pface in 
the JOBS·Prep program? 

• 	 JOBS extensions. Who should be granted extensions of the two-year time limit? What limits, 
if any I should be put on the number of extensions aJlowed? 

• 	 Work-em-Wages versua)Vwk-fQr·Welfare, Should Sta~es be required to provide jobs, paying 
wages. to those in the WORK program? Would States be allowed to use CWEP placements 
for all or part of the WORK slots? 

• 	 Partwtime versus fuU-lime wQlk expectations. Should persons worldng part4ime wbile on 
welfare ~ subJect to time I imits? How many hours should WORK participants be required to 
work? Sbould States be allowed or required to supplement WORK earnings in a work-fof>­
wages program'? .. 

• 	 Discouraging extended WORK particjpation. What can be done to keep the duration of 
WORK participation short and to move people into unsubsidized work? Should the EITC be 
denied n, WORK program participants? Should any particular WORK placement be limited 
to 12 months? Sbould the eotal time people are allOWed to spend in the WORK program be 
limited? 

Foeus and Phase-In 

The u1tinl~te distribution of persons among the various elements of the program (lOBS-Prep. lOBS 
and WORK) depends on polley decisions. As a staning pojnt~ consider what would bappen if we 
chose to undertake the extremely ambitious task of beginning the program fun-scale in 1997. Most 
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States will need at least 2 years to pass impJemet)ting legislation and get the program up and ruMing. 
ibis wouJd entail requiring everyone on welfare in Jm and all those who apply subsequently to 
meet the new requirements. The lOBS program, which now serves an average of 600,000 persons 
monthly. would have to expand '" almost 2.7 million participants in 1997. By the year 2000••bont 
1.0 million WORK slots might be nee<led for persons who had reached the two-year time limit. 

It is very unlikely that States could implement the new program so rapidly, Even if resources were 
plentiful. proceeding .0 swiftly to full-scal. implementation would almost guarantee enormous 
administrative difficulties at the State revet Facing the need to serve milJions of new JOBS clients 
and to create hundreds of thousands of WORK sJots, many States might be unable to deliver 
meaningful services to JOBS participants. An effective JOBS program is essential to moving people 
from welfare to work and to transforming the culture of welfare offices, Accordingly. it is critical 
thlIt States. as part of the welfar. reform effOrt, b. able to focus on building such a lOBS program. 

Phasing in the program gradually, starting with. subset of 'ecipients. clearly seems a preferabl. 
approach. There are a number of different strategies for a mOre gradual phase-in, One strateg)'f as 
in the Hous,Republican bill. eppUes new rules. including time limits, to applicants (both new and 
returning). This strategy has the obvious appeal of dwlging the rules initially for people who enter 
the welfare system in the 'future, rather than for those whQ entered. earJier, under a different set of 
expectations. Such a method, however, r.aises serious equity concerns., A 2S-year old mother who 
bad children before age 20 and had been 0'0 welfare continuously since that point would face no time 
limit for several years, as' long as she remained on asslstan<:e, Meanwhile, another mother of the 
same age, with the same number of children, who had been married or had ,worked to stay off 
welfare but suddenly found herself in need of support would be subject to tim. limits. Applying the 
time I~ts to re--applicants also creates very perverse incentives to stay on We/fare. Most of the 
persons who leave welfare do rerum at some stage, and consequently many teeipients who would 
otherwise leave might be inclined to stay on ~elfare to avoJd the time limit. 

An alternate strategy would b. to phase-in by State. The costs to the Federal Government during the 
phase-in period would be lower. since not all States would be implementing the program at the same 
time. However. States implementing the program would still bave to grapple with the difficulties 
accompanying the massive- expansIon of services described earlier in this paper. 

An attractive alternative to these strategies is to focus on young parents, for example, those under 25. 
It is the younger generation of actual and potentiaJ welfare recipients that are the source of greatest 

. concern. They are alsoth. group for. which th.... is probably the greatest hop. of making a prolimnd 
difference. Younger recipients are Uk~ly to haVe the longetlt stays on welfare. in part because they 
are at the beginning o.fJheir spells. Under this approacb, we would dey.ote energy and new resources 
to end welfare for the next generation. rather than spreading efforts 50 thin that little real help is 
provided to anyone, 

O.e methnd of focusing on younger recipients would be to place all persons born in 1973 or later 
(under 25 in 1997) into the transitional suppon syStem. All persons of the same age and 
circumstances would then face the same ruJes. regardless of when they entered the system. This plan 
impUes a gradual pbase-in of more and more -of the welfare casetoad, since the fraction of those on 
assistance who ,were born in 1973.or later would rise with each year, As of 1991, the new rules 
would apply to eveiyone under age 25. Ten years lat.r. everyone under age 35 would be in this new 

12 




Bruce Reed'i"l. 
"C-erOll'I'II1'Pltlll)r>;!!ll1tli'fflTlM. DRAFT-For Discus,ion Only 

transitional. support structure. For this age cohort and an younger cohorts following, the welfare 
system W()Uld be transformed: Note that suth a plan would not contemplate any reduction in existing 
education apd training services for older recipients. They would still be eligible- for JOBS services. 
But the new resources would be focused on young people. This plan would can for a reassessment 
five years after enactment. to determine whether we are successfully bnplementing the proivam for 
the younger generation and can accelerate it to phase in older recipients. 

The number of persons served under s~cb a strategy is. shown on the tatde on the next (llIge. In 1997, 
the first year of implementation. everyone in the program wouJd be either working. in JOBS-Prep. or 
in the JOBS program. There would be no one In the WORK program until. 1998, when persons 
would begin to reach the two-year limit. Note that most people who entered the welfare system 
would not reach the limit two years later. Many persons would, as is the case now, leave welfare 
within a short period of time arid consequently would not be affected by the time limit. Others would 
cycle on and off welfare and so would accumulate 24 months of receipt Qver four or five years or 
more. Estimates indicate that as a resuh of the implementation of the new program and other reforms 
(health reform, .bild care fur the working poor) mote people will choose to work while on welfare 
and others wbo would not have left withou, these changes willi""•• altogether. 

Tbe projected costs of focusing on this target group are sbown on in the introduction. Clearly, 
pbasing in a larger grQup would increase these costs, while targeting a smaller group would decrease 
them. A decision to focus on young people initially in no way· precludes adding all or part of the 
older cohorts: to the program at a later time. For example. States could have the option to phase in 
the program more quicldy. 

The JOBS-Prep Program 

Any polity wbere work is required and timewJ!mits imposed must take account of differences in 
people'. ability to work. People who are petmanendy disabled and thus unable w work for at least 
one year should in theory be covered under the Supplemental Security Incom. (551) Program. But 
some disabilities and most illnesses. even severe ones, .Iast less than a year. Many other people suffer 
from partial disabilities that limit their ability to work. Sometimes a parent is needed in the home to 
care for a sev€'..rely disabled child. There also ate persons who have great difficulty coping with the 
day-to-day challenges of parenting and survival in wbat are often bighly stressful environments. 

One ",Iution would b. Simply to exempt persons facing such obstacles to employment from 
participation requirements. as is the case under current law. Having large numbers of exemptions, 
however. may serve as an obstacle to ~hanging the culture of welfare offices. Moreover. deferrals 
are not necessarily be:neficiallO those who receive them. Advocates for persons with disabilities often 
complain that current programs send both explicit and subtle messages that persons with disabilities 
cannot and should not work, and thus cannot really contribute to themselves or their communities. 
Still. for many persons, immediate work or training may not be appropriate, 
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PROJECTED CASELOADS UNDER A HYPOTIIIITICAL PROPOSAL, 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFrER 1m 

FV 1997 FV 1999 FV 2004 

Projected Adult C .... With Parenl 
Bom Alt ... 1972 Without Rerorm 

1.10 milliQII 1.67 million 2.\10 million 

Off welfare with Refunn 
(Health reform after 1999, EITC, 
Child Care, lOBS, WORK, etc.) 

.03 minion .07 million .SO minion 

Program Participants 1.17 mllti ... 1.00 mllUon 2.4 mllllan 

Working While on Welfare .14 million .W million .30 minion 

lOBS ParticipWlts .74 million , .89 million .87 million 

WORK ParticipWlts .00 minion .13 million .63 million 

Pre-IOBS- disability/age limits work .13 millioo .20 million .30 mUlion 

Pre-IOBS....v.re1y disabled child .03 million .04 million .06 million 

P .... IOBS....:aring for child under ••• .13,million .16 million .24 million 

Notes: 

Numbers assume modest behavioral effects that increase over time. These behavioral effects include 
a 50 percent increase in the percent of recipients working part-time. employment and training impacts 
similar to San Diego's SWIM program and a modest increase in the percent of recipients who leave 
welfare for work: when they" hit the time limit. Figures for 2004 are subject to considerable error, 
.&mce it is difficult to ma.ke caseload projections or to determine the impact of WORK requirements on 
beIIa"ior. Figu.... fQr FY 2004 a1,o. assume behavioral .ffects from the full implementation Qf health 
reform. 

The hypothetical proposal assumes the policy will be implemented in all States by Federal law by 
October 1996. In addition, the estimates assume that for 40 percent of the caseload, States will 
implement the policy by October 1995, This follow. the pattern of State implementation under the 
Family Support Act. . 
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One very intriguing formulation bas been proPQSe'd by the American Publk Welfare Association. 
They suggest a "JOBS preparation phase'" fur persons not yet able to work or enter an education or 
training program. AJI persons in this phase .would be expected to do something to contribute to 
themselves and their community. but they would not be subject to the time limit until they were ready 
to enter the JOBS progriun. We have drawn heavily on this formulation in designing the new JOBS­
Prep program~ which would provide services intended to prepare persons for entry into the JOBS 
program. 

Naming the program JOBS-Prep establish"" the expectation that eventually many, if oot most, people 
in this category will be able to join the regular JOBS program. But who should be pl.ced in JOllS­
Prep status? Virtually everyone seems to agree that persons of advanced age (over 60), those with 
severe disabilities or -those who are caring for a severely disabled child should be assigned to the 
JOBS~Prep program. But the question of how far along the continuum of disability the line should be 
drawn is a difficult one. 

A somewhat different set of problems is posed by the mothers of very young children. Should all 
mothers with children be expected to work, provided neither the mother nor the child is disabled? 
The Family Support Act exempts mothers with children under the age of 3 from participation in the 
JOBS program. States have the option of requiting participation of mothers with children over the 
age of I if they clloose to do so, Eight States currently choose this stricter option. Five other States 
require mothers of children over 2 to participate, 

Obviously, the more people who are placed in the JOBS-Prep program and oonsequendy oot yet 
subject to a time limit. the fewer people will be in the JOBS and WORK programs. It is estimated 
that the following percentages of the current caseload would be in JOBS~Prep under different policies: 

Option A: Case head is 60 years or over, case head has a severe disability or ts,cating for a child 
with a severe disability: 
8 p""....t In JOllS-Prep 

Option B: Case head is 60 years or over. case head has a disabUity which limits work. or is caring 
for a child with a severe disability. 
15 percent In JOBS-Prep 

Opllon C: Option B, plus eases with. child under I in the hoosehold or with. woman in the final 
trimester of pregnancy. Mothers of children conceived while tlte mother Is on welfare would be 
assigned to JOBS~Prep for a period of ~ime oonsistent with the F'arnUy Leave Act. 
lS percenl in JOBS-Prep 

. 
Option D: Option B, plus cases with child under 3 years in the household or woman in lbe fmal 
trimester of pregnancy. Mothers of children conceived while the mother is on welfare would be 
assignnd to JOllS-Prep for a period of time consistent with the Family Leave Act. 
5& percent In JOBS-Prep 

Except for the shorter time limits for children conceived while the mother was receiving assistance, 
Option D Is essentially tlte strategy used in the Family Support ACI, though States are currently 
permittnd to elect Option C (as notnd above, only eight have done so). Option C, which would 
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reduce the number of exemptions by nearly half from current law t is the strategy used for the cost 
estimates in the hypothetical proposai. 

It is easy to detennine the age of youngest child, but difficult to define disability. illness or the need 
to care for a relative for pUfPoses of assignment to JOBS~Prep as opposed to JOBS. Rather than set 
up elaborate Federal rules for defining ability to work and then auditing performance. the Working 
Group may want to recommend that the Federal government set a maximum percentage of the 
caseloi.! which c;m be placed in JOBS-Prep foc reasons other than the age of the youngest child, and 
provide guidance as to the other criteria for assignment to the JOBSwPrep program. The hypothetical 
plan estimates assume that States can place all mothers of children under age 1 and, in addition, up to 
15 percent of the total adult <;aSeload in JOBS-Prep. 

JOBS Extensions 

A related, but conceptually distinct question is that of ••tensions. Not all persons will be able to 
eomplete the needed education or training programs within two years, For example. some individuals 
'with learning disabilities may not be abl. to obtain a high school degree or a GED within a two-year 
period. Other persons may be enroJled in post~ndary edueation, sum as a four~year college 
degree program, which requires more than two years to complete.. Some programs, including school­
to-work programs. involve both a period to finish high school and an additional year or more of 
postgraduate training. 

There seems to be little disagreement that persons who are making satisfactory progress toward 
attaining a bigh school degree or completing a OED, school-towwork or similar program should be 
granted extenswns to attain their degrees or complete their programs. Extension policy should also 
be sensitive to the particular circumstances of recipients. Persons with language difficulties may 
need, for example, to complete an English as a Second Language (ESL) oou,,". bernr. they can obtain 
a GED or job training. 

The controven;iaJ question is whether a person should be able to receive fun welfare benefits while he 
or sbe goes on to complete a four-year college degree. Those who favor such a proposal empbasize 
that assisting people to obtain a bachelor~s degree is the best way to ensure that they do not return to 
welfare. Pushing people into low-wage positions which do not bring the family up to the poverty line 
or offer upward mob.i1ity may be .counter~productive. 

Those who oppose ~tensions to allow individual$ to complete a four-year college degree note that 
only one-quarter of all high scbool graduates obtain a bache.loc's degree, and that among welfare 
recipients tne- fraction is much lower. They question whether it is fair to use welfare benefits to help 
support persons who are getting four-year degrees wben the vast ml\iority of persons paying for that 
support will never get such a degree. There is also a concern that single parents who receive cash 
assistance would actually bave greater access to economic support for higher ,education than persons 
who did nol becQme single parents. A partial resolution to this dilemma may emerge if part-time 
work fulflfJs the work obligation, In those circumstances, persons working part time and attending 
school part time would nonlinue to be eligiblefor some supplemental <;aSb support in most States. 
Another option would be to let States apply for waivers to aHow extensions for college. 
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As with the issue of assignments. to JOBS-Prep. the Working Group may want to recommend that the 

number of e:Jttensions be capped at a fixed percentage of the caseJoad. The current proposal alJows 

States to grant extensions to persons for attaining a higb school diploma or GED or for completing a 

school-ta-work or other appropriate education or training program. as welt as to persons facing a 

language barrier or other serious obstacle to employment. States could also opt to use extensions for 

persons in posHecondary education, especially persons in work-study programs.
-
We believe that l:etting the cap at to percent of the JOBS program caseload will provide States a 
sufficient number of extensions, barring unusual circumstances. A State could apply to the Secretary 

-of HHS for additional extensions as an amendment to the State plan if it could demonstrate that Its 
case1o.ad is very different from that in the "nation as a whole or if it had developed an alternative 
program which is structured in such a way that additional extensions are required. 

Work..for-Wag<s Versus Work·fo ....Welr.r. 

Unquestionably the hardest part of designing a time-limited welfare system is structuring the work 
program for persons who have reached the tUne limit. The welfare reform effort will focus on 
making work pay, collecting child support+ and creating a first-rate education. training and placement 
program in order to keep the number of persons reaching the time limit to a minimum. In addition, 
all persons approaching the two-year limit win be required to engage in a period of intensive job 
search. Despite these efforts, some persons wiU hit the time limit without finding a job on their own, 
and work opportunities must be provided for them. 

The first and most visible choice in the WORK program involves work-for-wages versus wQrk-for­
welfare. Under a work1o,...wages plan. the State or Jocil1ity is required to offer a work opportunity to 
persons who have reached the time limit. Hours and wages are set by the State or locality. Persons 
receive a paycl1cct for hours worked. If the person does not workt he or she does not get. paid, In 
principle, persons are wage earners rather ttian recipients. In a 'WOrk-j'Qr-wel/are plan. the person 
continues to receive a ~f8te check: but is required to work. at a designated community service job as 
• condition of eligibility for cash benefits. Persons wbo fail to report for work or wbo perfonn 
poorly can bave their welfar. benefits reduced•. SO long as the State can establish that there was no 
good cause for their absence at poor perfO&:'lllance. In effect, under a work..for..welfare plan. WORK 
program participants remain recipients, but they bave additional obligations. 

There seems to be considerable agreement on the strong appeal of a work-for-wages mode1. The 
structure is soon as providing a traditional work opportunity with the dignity and the responsibilities 
of a standard work place. Persons WQuld receive wages rather than a welfare check. 

The major question to be resolved is whether States should be permitted to opt for a wort~for-welfare 
~model if they choose to do so. If the decision is made to allow States to elect a work-for--welfare 
model, the Administration's plan «luld have provisions to encourage States. througb fmanciaJ 
incentives and technjcaJ assistance.'w adopt a work-for-wages model, 

Those who argue for allowing States the choice -cite two major concerns: lmpiemenJation and 
recipient protmlOlJ. A work-for-wages program of this magnitude for this population has not been 
implememed previously. 
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Under a work-for-wages structure. communities would have to establish a system for linking WORK 
participants with the private sector. as well as with the not-for-profit and public sectors, They would 
need to determine how and by what method to pay organizations who empJoy WORK participants. In 
addition, they would need to set up procedures for monitoring WORK program participation and 
resolving disputes. There are also difficult questions involving worker protection. What happens if a 
WORK partic;ipant, or his or her child. is sick? What happens if the adult simply fails to show up for 
work repUtedly? What if the worker feels the wort place is dangerous or abusive? We have limited 
real experience to draw on in addressing these concerns. 

While a work-for-wages model ~ not been tested on this seale, work-for-welfare has been tried in 
various forms by many States. The payment structure: is ~y-participants get a welfare check. 
Dispute resolution is bandIed within the same sanctioning and appeal structure used for other disputes 
concerning cash benefits. States still have to find work sites. but protection for workers is less of a 
problem, since the benefit continues to be paid urue..",s the State decides to begin a sanctioning process. 

Before me State can reduce the benefit it must establish that the person failed to meet his or her work 
obligations without good caUse. Such a test would never be met if a child were sick or transportation 
broke down, Though rew poople like the existing work-for-welfare programs (usually called 
Community Work: Experience Program, CWEP). and evidence regarding their impact on employment 
and earnings is not encoura,ging~ work~for~welfare is a known entity. A number of other welfare 
refonn plans call for CWEP aller two years of transitional assistance, 

Those who argue against allowing States the option of selecting CWEP fear that many would choose 
the approach that they know. without giving the WfJrk~for~wages model serious consideration. This 
would undermine- the goals ~d philosophy of the reform pl~. They view the implementation 
problems in·work~for..wages as difficult, but surmountable. especially if the program initially focuses 
OD younger recipients. As discussed below! States would be given enormous flexibility in deciding 
how to implement a wod:~for"'Wages model. Moreover, under the phasc<-in strategy recommended 
above. the number of work slots would grow gradually. due to the targeting of yonng parents. giving 
States the time they need to design and implement new systems, The scale. rather than the stnIcture, 
of the WORK program may be the primary OODcern fur States, 

Work-for-welfare sends adve"'e messages to recipients. prospective employ ..... and Ill. public, 
CWEP slots are not generally perceived as "real jobs,' CWEP pmicipants in arguably one of Ille 
best run program. (in San Diegu) reponed that they thought Ill. work requi.....ent was fair. but they 
fei.lik. they were working for free. There is little evidence that persons who go throIl8h CWEP 
subsequently fare better in the work. place than people who were just on welfare. Employers will 
probably never see CWEP experience as serious W{)rk experience, No regular job pays its emp10yees 
regardless of wben"and whether they ,bow up unless the employer <:an prove the person did not stay 
out fur good cause. Placements are virtually never in the Private sector, nor are they likely to be. 
Work-for-wag.. programs by contrast can target pnvatesector employers. Perhaps most importantly. 
without the responsibilities of regular work and the peych",. tied to performance, there will be far 
Jess dignity in WORK. 

Advocates for a work~for-wages policy note that such a model would distinguish the Administration's 
plan from other proposal. aDd serve to define and delineate our vision, A work-for-wages plan 
whereby persons are given transitional aid and training' and then offered a job if they can't find one 
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on their own contrasts sharply with a plan which calls for peopJe to work: off their welfare check after 
t\Vo years. 

The Working Gr:oup may want to recommend a very tlex\bJe work-for-wages program, with 
considerable State. and local discretion in the operation of the program. Many of the details would be 
quite consciously left to States and local communities, who know their own needs and circumstances, 
including Jabot market conditions, best. 

Part-tIme ....us Full-time Work Expectations 

The transitional support program will focu, heavily on work. Persons would not be abl. to collect 
welfare benefits indefinitely with~l working. But the question remains: should someone who has 
reached the time limit and is working in a low..wage job, either a ~ORK position or an unsubsidized 
job, be. able to receive cash benefits in addition to wages, if the family's income is: below the 
eligibility standard in the State? 

One option is to allow families in which one member is working part·time (20 hours per week: in an 
unsubsidized job) to continue to colleCt cash assistance. Under this strategy. months in which an 
individual was working part-time would not count against the time limit. and persons who had 
.....hed the tim. limit and were In WORK positions Or in unsubsldlzed jobs could collect casb 
benefits if otherwise eligible. Also, part-time-work: would meet the JOBS participation requirement. 

_ This approach bas several adv....ges. Part-time work may be the most ......,naIlle standard for single 
parents, especially those with young children .. All working parents face significant burdens in dealing 
with school schedules, child care. sick children, do<toi visits and the like. Though the vast majority 
of married mothers work, only about 113 work full-time all year, and they bave help from their 
sPouse. Given that at present only 8 percent of adult AFDC recipients presently work: at all in a 
given month, gening people to work part·dme may be seen as a major accomplishment. Moreover, 
part-time work may serve' as a stepping stone to both full-time work and to better--paying jobs. 
Employers typically have a strong preference for work experience in unsubsi-dtzed jobs. 

In addition, if wages from WORK assignments could not be supplemented with cash benefits, the 
higher-b_fit States would have to either make th.ir WORK assignments full-time or leav. people in 
WORK assignments worse off than those who were not working and on assistance (i .•.• those who 
bad ItO! reached the time limit). It could be both expensive and counterproductive to tal:e people who 
have reached the time limit and are working part-time out of th.1r u!\Subsidlzed work to place them in 
full-time subsidized WORK slots. 

The current cost estimates- lISSume that part-time work: stops the lime-limit clookt and consequentJy 
more people choose to work parHime in unsubsidized employment than are doing so now. If part­
time work does not stop the clock, the number of WORK positions needed might well be bigher. 
because persons who would work part~tlme while on assistance might give up their unsubsidized work 
to obtain education and training within the two·year window. 

Pinally, SOme argne that since full-time work would always be much more finanCially rewarding than 
part-time work. persons would already bave rwery Incentive to work: fuU-wtirne rather than part-time. 
Part-time workers would generally be poor, even with their supplemental benefits. 
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A second option is to end cash ao;sistanc:e entirely at the end of two years and requite participation in 
the WORK program. even for the working poor who might still qualify in some States. People in 
WORK slots'or unsubsidized parHime work would not be elig.ible for supplementary benefits. It 
would encourage people to become self-sufficient. with the help of the EITej child care and health 
cart-rather than continuing to rely on welfare indefinitely. It would seem more equitable to Single 
parents who are working full-time to support their children without the benefit of welfare. It might 
also be Jess costly in the long run than the first option. 

A third alternative would be to stop me time-limit clock during parHime work only if the parent had 
a young chUd,. on the grounds that these are the parents most Iik.ely to encounter difficulties working 
fun-time as wen as those for whom child care is likely to be the most expensive. 

Finally. a fourth alternative could be to leave the decision to the States~ whether to SlOP the clock for 
persons working part time. 

Work Exoecta!ions in lb. WORK Progtlllll 

Related to the treatment of part-time work is the key question of ~ow to set the number of hours 
expected of participants in lb. WORK program. An obvious strategy is to calculate Ibe required 
hours of work: in the program by dividing the cash· welfare benefit by the minimum wage. But this 
simple formula raises issues which vary depending on each state's level of benefits. 

In low-benefit Staw.~ dividing cash benefits by the minimum wage yields a very low Jevel of required 
work. In Mississippi. for example, a mother with two chlidren would be required to work just 10 
hours per week - hardly a substantial work experience. One solution (consistertt only with the work· 
for~wages nlodeJ} is simply to set a minimum number of hours. In some states. this would mean that 
WORK participants would have more income than peop!e receiving cash assistance only. Another 
solution (cOnsistent only with the work-fur·we1fare model) is to include in the formula the value of 
food stamps in addition to cash benefits. Some would' argue dUll it is unfair to require people to work 
off non-casb benefits, and this concern is intensified by the fact that this would occur in some states 
but not in others, 

By eontrast~ in bigb=benefit states a different set of issues arises. In these states dividing cash benefits 
by the minimum wage yields a Vt;ry high level of required work..., more than 3S bours per week. 
The greater tbe number of hours of work. the greater the associated child care costs, and the greater 
the difficulty of developing WORK assignments. Moreover. in some states if no supplemental cash 
benefits were provided, people earning minimum wage in WORK pOSitions would actually be worse 
off Iban poople receiving cash assistance only, 

• 
Because the issues in setting the number of hours vary depending on each state's level of benefits, the 
Worting Group may want to recommend givmg States flexibility to determine work hours within .il 

reasonable range - say, IS to 35 bours per week, StateS would also have flexibility to decide 
whether to provide supplemenllll cash benefits to WORK participantS. They could use whatever 
fonnulas or criteria they choose. provided that they ensure mat (I) WORK participants receive at least 
minimum wage, and (2) WORK participants are better offlban people receiving cash as,istanceonly. 
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DiSCQuragjnfl Extended WORK PMtjcjoDti90 

WORK program jobs are not intended to serve as a substitute for or displace private sector 
placements, Rather, they.are designed to provide temporary, Jast~resort work for persons ~ho have 
reached the time limit without finding a private sector job. Unless long-term participation is deterred, 
llIe ',12. of the WORK program CQuld ,""",me prohibitively large, Indeed, tit. ultimat. goal of tit. 
WORK program is to pi"". peopl. into unsubsidl2ed W<lrk. 

There are various ways in which a WORK program can be designed in order to discourage or prevent 
extended participation. These include the fonowing provisions: ~imiting the duration of each 
individual WORK assignment, requiring froquent job search, denying the EITe to WORK program 
participants and placing limits on llIe totallenglh of Urn. peopl. are allowed to spand in WORK 
assignments. 

Limiting the duration of indjyidual WORK assignments and following them wjth intensive job search. 
There is little disagreement th"at individual WORK placementS oug.ht to be limited in duration to 
perhaps J2 months. This limit is designed to prevent participants from becoming attached to 
particular subsidized jobs. Of coum~ there. would be strong encouragement to and incentives for 
employers. to hire WORK partlcipants as unsubsldized employees before or at the end of the 12 
months. Before and after each WORK assignment, job search would be required. 

Denying the BITe to WORK PfOllJilID gartjcioaots. Perhaps the best way to ensure that people do not 
eschew private sector jobs for WORK positiOns is to make certain that any private sector position 
pays better than a WORK job~ Thoug.h there are' various mechanisms for accomplishing this. one of 
the easiest is to deny the EITe for money earned in the subsidized WORK assigwnents. Since 
WORK slots are already subsid12ed, ~ oould be argued that it would not be appropriate to offer llIe 
additional subsidy of the EITe. There would. be some administrative complexity to treating earnings 
received while & WORK participant differently from other earning•. 

Some argue that if persons are being expected to Mrk in real jobs they ought to receive the same 
benefits M other workers. Th~y believe that limits on the duration of WORK assignments. frequent 
job search and die poSsibility of promotion will land people to move toward private work witltout the 
need for special 'penalties" for WORK work.... 

, 

0Ih... argue that without ,uch a requirement, the WORK program will not truly be • last .....rt fur 
tltose unable to find unsnbsidl2ed jobs. 

, 
lWjyjrin~ atealtance of MY nril'J!e .eotor job gjj"e[. Both JOBS and WORK program participants 
would be required to accept any offer of an unsubsidl2ed job, provided tit. job mel certain bealth and 
safelY,stllndards, or be denied assi,raru:e or a WORK job for several monilis. After two refusal., llIe 
'perron might be. permanently denied access to a WORK assignment. Some argue that such provisions 
are unnecessary, hard to administer and potentially unfair, especially ifilie EfTC is de.ied to WORK 
workers. 

_ 	 Limiting the tolat time nes:,wle Can be in the WORK Drogram. Another way to limit WORK 
participation would be to time limit WORK, just as welfare is time-limited. Those who favor limiting 
the total length of time in WORK assignments to two or three years argue that other persons are not 
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guaranteed paid work jf they carl!10t find it on their own. Theoretically, persons could stay in the 
WORK program for many years, and such extended WORK participation is seen by some as creating 
a work entidement that may become as: unpopular as welfare IS now. 

A $eCOnd argument involv:es the best use of resources. WORK slots require resources for job 

creation and child care. If people have been in the WORK program for two years and in the JOBS 

program fot two years prior to that. resources, including WORK positions. might be better focused 

on other recipienls. 


The biggest problem with limiting the duration of WORK panicipation. is deciding what to do when 
individuals bit such a WORK time Umit. One strategy would be to have individual evaluations for 
!hose who ,eacb !he WQRK time limit to decide wbether !hey sbould be returned to lOBS-Prep, have 
!heir welfare benefits reduced if they are job ready, or be classified as permanenUy deferred. Sud! a 
strategy would ensure that WORK slots \\fete preserved for those firSt reaching the lime limit. One 
need not require States to limit WORK assignments; one might only provide the flexibility to do so. 
Other welfare reform proposals allow States to terminate or reduce public assistance after 3 years in 
CWEP. 

Opponents argue that there is no justification for limiting participation in the WORK program, 
especially if WORK parUclpants are denied the mc. If all the provisions listed above fur limiting 
the length of WORK limiting provisions were adopted. anyone sliU eligible for a WORK assignment 
after I say. 2 or 3 years would have successfully met all WORK requirements in several different 
placements, been througb 3 or 4 intensive searches ~or unsubsidized employment. oot refused any 
private sector job offer and would be seeking. WORK assignmem even though any priVll!e sector job 
.opportunity would pay 40 percent more and probably offer a better future. 

Opponents of WORK time limits argue that sud! people would most likely be individual. who 

genuinely could not find any private sector employment either because they lived in a weak labor 

market, or because they could Il0l, deepit. their best efforts, successfully cumpete fur available jobs. 

Denying !hem the opportunity to participate in !he WORK program would very likely cause !heir 

inoomes to faJl sbarply. potentially putting the family at serious risk of homelessness: or other crises . 


. Virtually none of these families would have had incomes above the poverty line while they were in 
"the WORK program. Unless we "l\fe willing to provide cash benefits without a work expectation fur 
people who are no longer eligible for the WORK program. we would be placed in the poSition of 
denying suppon to persons who had demonstrated a willingness to work. Finally, there is the 
question of what would bappen to people who had exhausted ooth.their lOBS support and WORK 
support, succeeded in finding work. blJ.t lost that work when the economy changed or for other 
reasons. Wbat would be !he temporary safely net for .ud! families? 

Tim~limiting participation in the WORK program would not have any eft'&;! on cost estimates in the 
five-year cost estimation window used fur the budge!. Since it will likely take States two years to 
begin impJemenf.ing the program, even' a strict two·ye.ar limit on lOBS followed by a strict two~ye.ar 
limit on WORK would not affect anyone for six years. Since most people do not stay on welfare 
contfnuously for four years, tn ~st cases it would not have any effect for seven or eight years. 
Eveaitually. however. such limits on Wo,RK could have a signIficant impact. Unfortunately, we bave 
00 infonnation on the extent to which extended s~ys in the WORK program will be a problem, nor 
any understanding of what would be the' reasons for such extended stays. The issue could be revisited 
In later years if ""tended .pells in WORK became a problem. 
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INDIVIDUAL ECONOMIC DEVEWPMENT 

As part of the welfare reform effort, we will be exploring a range of strategies, above and beyond 
education'and job training. to help re<:ipients achieve self-sufficiency, Microenterprise deVelopment 
and incentives for saving will be among the complementary approaches to be examined. The 
hypothetical welfare reform plan includes two lndividuaJ economtc development demonstration 
programs, one testing the effect of Individual Development Accounts on savings and another 
attempting to eno;)urage persons on assistance to start microenterprises (small businesses). Raising 
the asset: limit-for eligibility ror cash benefits to $10,000 for savings accounts designated for specific 
purpoSes such as purchase of a first home is also under consideration. 

An Individual Development Acoounl (IDA) would be a special type of savings _coount, in which 
savings by recipients would be matched by Feder~ go;vernment dollars. Savings from an IDA, 
including: both the individual's share and die matching dollars. could oruy be withdrawn for a limited 
number of p.urposes~ including paying for education or training, starting a business or purchasing a 
home. The IDA demonstration will attempt. through a randomized evaluation, to determine the effect 
o(sum savings incentives on both wet accumulation and movement toward self-sufficiency. 

The hypothetical refono plan also tncJuda'i: a demonstrati0f! program to promote self--employment 
among welfare recipients by providing aec... to both microloan funds and to technical assistance in 
*e areas of obtaining 10ans and" starting businesses. The demonstration, which will, as above, be a 
random assignment study. will explore the extent to which self-employment can serve as a route to 
self.sufficiency fur recipients of cash assistance. 
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ADDENDUM: EXI'ANDEI> JOBS AND TlME-LIMITIlD. CASH ASSISTANCE PROGRAM 
DESIGN 

A greatly expanded JOBS program will be the centerpiece of the new transitional assistance program. 
JOBS will be a two~year job search, educatwn) training and job placement program designed to help 
welfare recipients secure employment and achieve self--sufficiency. While individuals are in JOBS~ 
they will be eligible for cash assistance. Following is the recommended expanded program design. 

Administration. As under current law, State welfare agencies will administer the cash assistance and 
expanded JOBS program under broad Federal guidelines. States will have to submit a JOBS plan. 
wbkh has been developed and coordinated with relevant employment, training. and educational 
programs in the SUlIe, to the Secretary of HHS fur approval. 

f.ndin~. A, under ••rrenllaw, Federal matching funds for JOBS will be available as • capped 
entitlement. 

Activities. New entrants wiU be assessed and then enter into an agreement with the agency 
administering the JOBS program that stresses the mutual responsibilities of recipient and agency under 
atime-Umited assistance program. The focus will be on the activities and services that the individual 
needs in order to achieve self~sufficiency. States will have the option to require persons applying for 
assistance to engage in job search from the date of application, 

State JOBS services and activities will be largely those provided under current law, including 

education, training. CWEP and other work, activities~ job development and job placement, A key 

aspect of the plan is to increase coordination and integration of JOBS with mainstream education and 

training programs and initiatives. Current limitations on the duration of job search within the JOBS 

program will be relaxed to promote employment. 


Recipients who are within 45~90 days of reaching their tw<>-yeat time limit will be required to engage 
. in job search .. that point. 

Pgticipation standards, The new transitional assistance program wUl be phased-in gradually over 

several years. AI full implem<ntatlon, minimuni SUteJOBS participation rates will be significantly 

higher than the current rate. The definition of participation will be expanded to include a broader 

range of activities that pronlote self-sufficiency. 


SlWtjQD" We ate oonsidering strengthening the sanctions fur failure to participate in the JOBS 

program. One option Would be 10 adopt the APWA recommendation that the sanction be set at 25% 

of the IOtaI of cash beneli.. plus Fond SUlIapa. 


Earn=back p(VvisiQJlS. Recipients who leave JOBS and transitionru assistance 'for regular unsubsidized 
employment before reaching the two-year limit but subsequently lose their jobs will be able to return 
to the transitional assJstanee program. Persons who have left: welfare can earn back potential months 
of assistance for time in which they were out of the welfare system. 

lOBS-Prl!L1. Reeiplen" who are not able to work or to participate in • JOBS edncation or training 
program will be assigned to lOBS-Prep and expected to do something to contribet. to themselves and 
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their community, Individuals in the JOBS~Prep program would include persons of advanO!d age, 
thOse who have severe disabilities and mothers of very young, very iU or severely disabled children. 
Persons assigned: to the JOBS~Prep program would not be subject to a time limit unless and until they 
entered the JOBS program, The percentage of the caseload that States "",Id pl_ in the J9BS-PTep 
program will be limited. 

Extensions. States will be permitted to grant a limited number of extensions of the time limit for 
completion of education or training programs and in other appropriate circumstances, It is proposed 
that .States be allowed to extend a maximum of 10 percent of their caseload at anyone time. Under 
speciaf circumstance5+ States could be permitted 10 exceed the cap {In extemlions. 
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ADDENDUM: WORK-FOR-WAGES PROGRAM DESIGN 

The fonowing are leey policy elements and the initiaJ recom.mended design. Elements with an * 
contain COllh"oversiai poltey questions: 

Admjnjstration. States would be required to develop. WORK plan for joint approval by III. 
Secretaries of HHS and Labor. States would be required to bave • WORK adviwry panel with 
membership from labor .. busbies! and community organizations. To be resotv~~tnembership and 
links to Priv... Industry Council. (PICs) and Workforce Investment Boards fWIBS~ The advisory "7 
panel would have to approve the WORK plan. '-..../ 

Funding. For each WORK placement, States would receive a flat amount for administrative costs and 
would be. reimbursed for wages paid (hours times wage) acoofding to a specified set of matcbing 
rules. Federal matching rates ,would significantly decline the longer the person stayed in the WORK 
program as a further incentive (or States to move people into unsubsidized work:. Additional monies 
~r a higher match might be avaiiabJe to States in times of recesslon. 

Placements. Placements in private sector establishments would be strongly preferred. States would 

be free to negotiate contracts whh private companies. placement services, community organizations, 

State aodlocal government agencies"and other organizations to aC{:ept or plate WORK participants in 

exchange for payments from the government. Private sector placements would require that at least 

some portion of the wage be paid by III. employer. 


In ~dition, a major effort would be undertaken with State and Federal government agencies to find 
job placements through existing initiatives and program expansions sucb as child we, Head Start 
centers. housing rehabilitation projects. Empowerment Zones. and many others. 

National Service piacements would also be acceptable WORK assignments. Stat.. would be given the 

option of contracting with the National Service Board to provide a certain number of National Service 

Placements. In oodition. National Service workers could be used to help work with and supervise 

WORK participants in community service activities. 


• DjspJa<emeDI. Language to be developed, willi National Service non-displacement language serving 

as the base. 


• HQurs. HQurs would be set by the State-a minimum of 15 hours and a maximum of 35 hours. 

States would be free to use whatever criteria they choose in deciding upon hours so long as each hour 

of work was paid. 


Stales could choose to offer anylhing from part-time to full-time wort. If the WORK job paid less 
than lIIe family would have received in cash benefits (befure reachiag Ibe time IinUt) the State would 

. be required to pay a S\Ipplement (see below). Requiring full-time wort would be consillerably more 
expensive, more than doubling the cost of the WORK program and complicating the job creation 
problem considerably. Particularly for mothers with young children, fuli-time work may not be 
deemed appropriate or practical by the local community. 
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• Wages. working conditions. and benefits, WORK assignments would have to pay at least the 
higher of the Federal and any State or local minimum wage. but States and localities could choose to 
set a higher wage rate in specific cases, An argument can be made that on the grounds of equity. 
total compensation (including any subsidized child care and oth,er benefits) paid to individtl;a1s in 
WORK assignmentS would have to be similar to the compensation paid to other workers in the same 
job (taking experience and skills into account). Sick rules and absentee policy would be the same as 
that of similar WQrkers in the establishment. States would set or negotiate such rules in cases in 
which a new organization or establishment was being formed to employ WORK participants. 
Workers COmpen."3tJon <:overage would be provided. either through the employer Or by another 
method. FICA taxes would be paid. with. again. the exact mechanism to be dweroped. Unemploy~ 
meat insurance payments, however, would not be required. . 

SupPlemental suDQOrt. If expected WORK program earnings net of work expenses were Jess than 
would have been received by a non~work.ing famity 00 cash assistance, the State would be required to 
pay the difference as a supplemental benefit. Note that such a supplemental benefit would never be 
higher than the supplement that w()uld be paid undtr transitional assistance fur somOOne with the same 
earnings in a private sector job. 

• 'Treatment of earnings from WORK program for other government benefits, For purposes of 
determining eUgibUity and benefits for other government programs, the following rules would apply: 

• 	 For purposes of calculating food stampt housing and other benefits. wages paid under the 
WORK program would be treated as earnings. Benefits would be calculated on a 3-month 
prospective basis under the assumption that the pe!S()n were going to work: the full number of 
hOlIes assigned. No increases in food stamps or supplemental benefits would occur if the 
person did not work the required hours, provided he Or she did not have good cause (e.g., a 
serious illness) for the missed work. 

• 	 Earnings received under the WORK program would not be eligible for the BITe and would 
not be included in adjusted gross income for tax purposes. This provision is designed to 
ensure that p-riv3te unsubsidizec:l work. would always be significantly mote attractive than 
WORK. 

Limits on the duration of fach placement with ft~Uent requirements fur supervised iob searcli. 
WORK slots are designed to be temporary, avail.bl. only when peopie rcally cannot find private 
sector work. E:lch individual placement would be limited. to no more than 12 months as a subsidized 
placement and woold have to be preceded and followed by a period of intensive job search, If the 
employer agreed to take the person on as an unsubsidized worker. the individual would be considered 
out of the WORK program, 

• Req,uired acct.'Ptauce of any private seetor job offf&[. WORK program panicipants would be 
required to accept any unsubsidized job offer or be denied a WORK job for several months. After 
two refusals.- the person might be pennanently denied access to a WORK assignment. 

Iraeking of placement and retention records. States would be required to maintain records on the 
rate at which WORK worker. are retained by their WORK employers or plaeed in unsubsidized jobs 
by placement services. States would be expected to give preference for contracting wIth the WORK 
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program to the employers and placement services with the best performance. At a future date. the 
Secretary of HHS onay impOse retention or placement standards. 

Re!l!rns II> 1000S-P-W!. Persons who become tempOrarily ill or faced a major new impediJt.!ent to 
work could seek: to be re--evaJuated and placed in the lOBS~Prep program until such time as the State 
deemed chern ready to work, Persons in this status would count against the limit on JOBS-Prep 
placements. 

• Insufficient WORK slQts. In cases where there are insufficient WORK slots. first preference would 
go to people just ,·..ching the time limit. States would be required to psy ongoing cash benefits to 
persons who were not placed in WORK as'ignments, and Sll!tes would be reimbursed fot sucb 
benefits at a significantly reduced match. -The reduced match might be waived in periods. of higb 
local unemployment. 
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MAKING WORK PAY/CHILD CARE 

IlUILDING BLOCKS: EITC AND HEALTH CARE REFORM 

A crucial component of welfare reform based on work and responsibility is making work: pay. 
Allllougb they are nOt discussed in this paper, working family tax credits and health reform are two of 
the three major compone$ of making wod::: pay. Last summer's $21 billion expansion of the Earned 
Income Tax Credit (EITe) was a major step toward making it possible for low~wage workers to 
support themseJves and their famiHe3 above poverty. When fully implemented. it will have the effect 
of maklng a $4.25 per hour job pay nearly $6.00 per bour for a parent with two or more children. 
The welfare reform proposal will include provisions to make SUfe the EITC can be delivered on a 
regular, advance--payment basis throughout the year. 

The next critical step is ensuring that aU Americans have health insurance coverage. Many recipients 
are trapped on welfare by their inability to tied or keep jobs with health henefits that provide the 
security they ne:ed. And too often. poor, non-working families on welfare have better health coverage 
than poor, working families. The President's b~th care refonn plan will provide universal access to 
health care,. ensuring that 00 one will have [0 fear losing bealth coverage' and choose welfare instead 
of work to ensure that their children have bealth insurance. Both the BITC expansion and health care 
refonn will help support workers as they leave welfare to maintain their independence and sclf~ 
sufficiency. 

The leey missing oompo~ent for making work pay is subsidized chiJd care, In order for famiJies, 
especially singte-parcnt famities, to be able to work and prepar~ themselves for work:, they need care 
for their Chirdren. fn addition to ensuring child care for participants in the transitional wist8.nce 
program and"for those wbo transition off welfare, chlld care subsidies will be made available to low~ 
income working families who bave never been on welfare. 

There are two major issues as we think about thUd care in the cont~t of welfare reform: 

• 	 How much subsidized child care should be made available, and for whom? 

• 	 What investments: andlor requirements should be put in pJace to improve the quality of 

child care and the coordination of child care programs funded under different 

mechanisms? 


ISSUE: HOW MUCH cmLD CARE AND FOR WHOM? 

There are three categories of low~income families with child care needs that we ought to consider: 

• 	 Families in JOBS, working part-~ime. or in WORK 

• 	 Families in a transition period, having just worked their way off assistance or the 

WORK program 
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• 	 Families working without having ever been on welfare or working beyond a transition 

period. 


All three categories have legjtimat~ claims on chHd care subsidies. families who are required to 
participate in JOBS are currently guaranteed chUd care, and rightly so, People who are working but 
still on welfare h_ave their child care subsidized through disregards'in their AFDC and food stamp 

, benefits. and sometimes through subsidies. We propose to continue current guarantees of child care 
subsidies for theSe categories of recipients. People in the WORK program are like welfare recipients 
in that they are working as a condition of receiving continued sup-port, they are working at the 
minimum ~ge. and they are not receiving the EITe. The proposal would guarantee their child care, 
just as i. is guaranteed for JOBS and AFDC participants. 

Under current law, people wbo move off welfare and are working are guaranteed subsidized dlUd 
care for a year in order to ease the transition. We propose to continue that guarantee for participants 
in the transitional assistance program who move into private sector work. 

It is bard to argue, however. that low-income working families who are not on welfare or are 
transitioning off welfare are less needing or deserving of ehild care subsidies than peopJe who are Oli 
welfare, It seems' quite inequitable to provide child care subsidies to one family and to deny them to 

'ahother whose circumstances are identical except for the fact that the first family is or has been 011 

welfare. 

Th;e cruda! issue to be decided is the size and shape of a child care subsidy program for the working 
poor. This prog~ shouJd almost certainly be designed as a capped entitlement. There are three 
bask optionS, whieb retIect different overall levels of resources and different targeting strategies, 

capped Entitlement: Ful~Servlce Level 

If we genuinely want to make work pay, to make work more attractive than wclfare, and. to maintain. 

equity between those wh.o have and have not been on welfare, it is important that child care subsidies 

be available for the working poor. Independent of their prior welfare status. The ideal approach, if 

resources were no constraint, would be to guarantee a child care subsidy to all working poor families 

who need it, with a reasonable ceiling on oost per child, The cost of such a full-service entitlement is 

,,'imine.! to be between 52 and $3 billion per year of net new Fed."" and State spending. 


This estimate is very uncertain. Because it is based on CUrrent usage. it does not reflect potential 
changes in work behavior and child care choices that might result if new subsidies were available. 
The estimate may. therefore, underestimate aema) costs. On the other hand, experience to date 
suggests that actual child"care usage is often much lower than p1anners predict; based on thls 
experience, the estimate could be too high. Because of the great uncertainty of the estimates of 
providing subsidized cbild care for the working poor. however, it seems unwise at this point to 
establish an uncapped entitlement which could potentially become quite expensive. 

The logical alternative is a capped entitlement sea: at a level that reflects available resources. Capping 

the entitlement guarantees that spending will not exceed the spooifled limit. 
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We suggest a funding leve1 at less than full service in order to reflect available resources. The 
proposal is (or $2,0 billion in 1999, with. five-year cosl 0($5,0 billion, This is less than our 
estimates for full service. and therefore. requires some method of allQCation. 

Allocating. Capped EnUtlemenl: Slale Discretion 

The most obvious way of structuring a capped entitlement to child care for the working poor. whether 
at the fuIJ..,service level or at a lower level. is to allot available funds to the States and allow them to 
use the funds for services to families as they see fit. This approach should work very well if the 
funds are set at the fuH-service teveL At a lower funding level. however, a problem arises because 
the funds may not meet actual demand, and criteria for determining which families to serve are 
diffiyult to set. Child care subsidies tend, therefore, to be distributed inequitably. often on the basis 
of a first"'COme, first~served strategy that cannot address relative need. 

Allo<atlng • Capped Entitlement: Targeted 

An alternative would be a targeted capped entidemenl, Because it would be capped, spending levels 
would be controlled. BUI if it were targeted 10 • popolatuJn sub-group, and set at a level that was 
estimated to be sufficient to serve that sulrgrouP. the alJoeation problem of the fuU-service. capped 
entitlement eQuId be alleviated. The question~ therefore, is whether there is a sub~group that could be 
targeted that makes sense programmatically and that could be served with a reasonable reoource 
allocaUon, 

One possibility is to target young families, along the same lines and for the 'same reasons that we are 
targeting young AFDC applicants and recipients for phasing in the trapsitional assistance program. 
This strategy has many attractive features. It can be justified on the same grounds that we justify the 
focus in the transitional progran:t-investing in" young farnUies. It also addresses the problem of equity 
between welfare and non-welfare recipients. Everyone born after 1972 would receive services in the 
'JOBS and WORK programs and cbild care subsidies if they are working, whether or not they are or 
haVe been on welfare. The disadvantage of this kind of targeting, obviously. is that it denies services 
to oJder mothers ,simply on the b~is of their birth date. Focusing child care subsidies on young 
mothers may send a wrong message about the desirabiiity of deferring parenthood. 

The estimated additional costs of child care subsidies for young families are about $750 million per 
year. Our suggested funding lever would, therefore. be sufficient to serve all young families and a 
ponion of older families. 

, 
QUALITY Ar-ID COORDINATIOr-llSSUFS 

The issue of quality versus quantity in child care has a long and contentious bistory, At one extreme 
are those who argue that child care subsidies should only be available for care that meets Federally­
defined quality standards, that professional group care should be preferredover .informa1 care, and 
that rates should be set in such a way that expensive care is not only eligible for subsidy but is 
encouraged. At the other extreme are those who argue that child care subsidies should be available 
for any kind of care that the parent can find, with a strong preference for inexpensive and informal 
care. 
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Head Start 

Fortunately, some agreements and accommodations in the Head Start program have been emerging 

that can guide an approach to child care, Nearly everYQoe agrees that Head Start. with its high 

quality comprehensive approach to child ~evefopment, should be the preferred service fur'as many 

thrw- and four-year-olds as possible. with supplemental chUd care as needed. This Administration's 

commitment to expanding Head Start, and to developing more full-<lay and full-year Head Start siots, 

win ensure that as many as 1,000,000 low~ineome children in 1999"will be served by Head Start. 


Parental Choice and State O .....lght 

Recent child care legislation bas been based on th.e consensus that for other child care arrangements, 
parents should have nearly unlimited choice. constrained only by State regulations and by minimum 
health and sarety standards. The general principle is that providers who receive subsidies should meet 
State licensing ot registration standards and that parents should be informed about their cltild care 
~oiceS. ProviderS that are exempt from State regulatory standards (most States exempt baby-sitting 


. and small ili~ome care arrangements for two or three children, and some States exempt sectarian and 

other providers nf more formal care) would be required to register with the State and to meet State­

defined requirements for the prevention and control of infectious· diseases, building and physical 
premi.se safety and mlnimum health and safety training of providers. 

Investments In Quality and Snpply 

A third point of generat agreement is that some funds oUght to be available for investments in child 
care quality and supply. We propose setting aside a portion of child care funds for the following: 
resource and referral programs; grants or loaris to assist in meeting State and local standards; 
monitoring of compliance with licensing and regulatory requirements: training and ~nic.a1 assistance 
to providers; and enhancements to compensation for providers. We also propose to ensure that 
training and technical assistance are available to enable weltare recipients, including JOBS and 
WORK participants. to become Head Start and child care providers. These programs should be an 
important source of private sector jobs and of WORK program slots for people moving off welfare. 

Rates 

In generaJ. States pay subsidies for child care equal to acrual COSt. up to some maximum. This 
maximum should be set.in a way that reflects reasonable costs of care. It should also be the same 
across child care programs and payment mechanisms. The current maximum payment for child care 
subsidized through the AFDC child car. disregard wa., set at S17S per month in 1988 (for cllildren 

.age :3 and older). This level needs to be raised to reflect current market conditions and defined in 
such a way that it can vary automadcaUy over time and possibJy reflect geographical differences in 
prices. 

Program Coordination 

Finally, there is agreement that cbild care programs and funding streams should be designed in ways 
that are easy to administer and appear "seamless" to parents. This can be achieved both through 
program consolidation. when poSSible, and through coordination of rules~ procedures and automated 
systems. Because of fisea1 and political difficulties ful1 consolidation is very difficult to achieve; 
notletbeJess. fun OO()rdination ought to be an important goat. 
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PROMOTING PARENTAL RESPONSIBILITY 

AND PREVENTING TEEN PREGNAI',[CY 


The best way to end welfare dependency is to eliminate the need for welfare in the flfSt place. High 
rates of female-headed family formatJon and th. startlingly high poverty rates of those families lie 
behind our large and growing welfare rolls. We are approaching the point when one out of every 
three babies in America will be born to an unwed mother, and the majority of these will receive 
welfare at some point. Births to school-age unwed mothers are an especially enduring tragedy. Too 
many children are not receiving financial support from both their parents. This too contributes ro 
rates of welfare receipt thai are much higher than we would Uke. 

Concern over the dramatic increases in out..uf~wedlock. births has led some oorrunentators to advocate 
largely punitive solutions. The most extreme of these would cut off welfare for unwed mothers, a 
"cure" that might well have disastrous effects on the children of these momers, increase the need for 
spending on foster care and orphanages, and potentially increase the number of abortions. 

We, gelieve that the best prevention strategy is one that focuses on parental responsibility and provides 
opportunities for exercising it. supplemented by increased family planning effortS and demonstrations 
of service programs aimed at preventing teen pregnancy, We believe that very clear and consistent 
messages about parenthood, and the ensuing responsibilities which win be enforced. hold the best 
chance of encouraging young prople to think about the consequences of their actions and defer 
parenthood, A boy wbo sees his brother required to pay 11 percent ofbis income in child support for 
18 years may think twice about becoming a father, A girl who knows that young motherbood will 
not relieve her of obligations to live at home and go to school may prefer other choices. 

The cutTent welfare system sends very diffeient messages, often Ielting fathers off the book and 
expecting little from mothers. We bope and expect that • refortOed system !bat strongly reinforces 
th. responsibilitiu of both parents will help prevent too-early parenthood_ 

Along with resporu;ibiljty~ though, we must support opportunity, Telling young people to be 
responsible will 'not be effective unless we also provide them the means to exercise responsibility and 
the bope that playing by the rules will lead to • better lif.. Both our cbild support proposals and our 
transitional as,i;tance proposals are designed to' offer opportunity to work and prepare for work, and 
are built on the experience of effective programs. However, the knowledge base for developing 
effect've programs that prevent too~r1y parenthood is much I... solid. Our strategy, therefore, 
C'lT'.ph!!Sizes trying many approaches and learning about which are mos. effective. 

Our ~:;'rroacb ha.'1 five components: 

• Child support enforcement 

• Responsibilities of school-age parents 

• Responsible famlly planning 
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• Learning from comprehensive prevention approaches 

• Supporting two~patent families. 

CIDLD SUPPORT ENFORCEMENT , 

A strengthened approach to child .upport enforcement hold, hotll parents responsible fur supporting 
children. It m.aJces clear to fathers. as well as to mothers, that parenthood brings with it clear 
obligations, and that these obligations will be enforced, with serious and predictable consequences. 
The child support enforcement reform proposal has three major elements: 

• Establish awards in every case 

• Ensure fair award levels 

• Collect awards tIlat are owed, 

Fstablisb Awards In Eo..,. Case 

Our goal Is to establish paternity for all out-of-wedlock births. This would be accomplished by 
offering States performance--based incentives for aU paternities ~tablished. whether or not the mother 
is cuiTentiy on welfare. expanding the in~hospjtal paternity establishment provisions enacted as part of 
OBRA 1993, and expanding education and outreach efforts to stress that having a child is a two.. 
parent responslbility. 

The proposal streamlines tile legal p""""" for ....blishing paternity, enabling States to establish 
paternity much more quickly. This would be accomplished by requiring "'up front· cooperation (prior 
to receipt of welfare benefits), by establishing clear responsibility for tIlelV-D agency 1<> tnlIk. the 
cooperation and sanction determination, and by simplifying the process by which paternity is 
established. 

The responsibility for paternity establishment would be clearly delineated. Mothers would b. 
required to oooperate in establishing paternity as a condition of receipt of welfare. This strict 
oooperatton requirement would req'uire the mother to provide both the name of the father and 
infunnation sufficient to verify tile identity of tile person named. (Good eause ..ceptions would b. 
granted only under narrow circumstances.) In turn. the States would have a clear responsibility to 
establish paternity V(he. tile moIher has fully cooperated. We propose tIlat the Stales be beld fully 
responsible for the cost of benefits paid to mothers who have cooperated fully but fur whom paternity 
bes oot been established witllin a "strictly defined time frame. 

While the proposal is very tough and strict i. its approach to paternity estahlishment, it does not 
punish mothers wbo cooperate fully. Applicants must meet the ne~ strierer coope!'OIion requirement 
PrWTlo tht "'''''/pI ofbe11i!flJs, but when the mother bas fully cooperated and provided complete 
infonnation t the burden shifts to the State to establish paternity. In oontrastt some have proposed that 
tile motller must ""II< paternity established prior to receipl of ileMjits. The motller who has done 
everything that can be .xpected of her is unfairly penalized under this approaeb for til. State', 
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inaction Of inefficiency in getting paternitY established, She could be denied benefits for a Jong time 
through no fault of her own. 

Ensure Fair Award Levels 

The proposal would establisb a National Guidelines Commission to study and repon to Congress on 
the adequacy of award 1eve1s. the variability of award levels and the deslrabUity of national 
guidelines. 

The proposal would also require universaJ t periodic updating of awards so that all awards would 
closely reflect the current ability of the noneostodial parent to pay ,uppon, States must establish 
simplified administrative procedures to update the awards. 

In addition~ present child support distribution rules would be changed to strengthen families: and assist 
families making the transition from welfare to work. 

Colleet Awards that are Owed 

The proposal seeks to develop a <:blld support system for the 21st century, All Stales must maintain a 
central registry aild centralized collection and disbursement capability, States must be able to monitor 
support payments and take appropriate enforcement actions immediately when support payments are 
missed. Certain routine enforcement remedies would be imposed administratively at the State level, 
thus taking adv~e of computers and automation to handle these measures using mass case-­
processing teclnrlques. A higher Federal match rate would be provided to implement new 
reclloologies, 

To improve ooHections in interstate cases, a Federal Child Support Enforcement Clearinghouse would 
be treated to track parents across State lines, This would include a National Directory of New Hires 
so that wage withholding could be institUted in appropriate cases from the first paycheck:. The 
adoption of the Unifono Interstate Family Support Act (UIFSA) aed other measures would make 
procedures in interstate cases more routine. In addition t the IRS role";n full collections and tax. 
refund offsets woold be strengthened, and access to IRS income and asset information would be 
expanded, 

States also would be provided with the tools they n~. such as the authority to revoke licenses and 
access other data bases, so that the child support enforcement system is able to crack down on those 
noncustodial parents who otherwise find ways to avoid payment of their support obligations. For 
inStance, frequent and routine matches would be made. against appropriate data bases to find location, 
asset, and income information on those who try to hide in order to escape payment. 

The Pederal funding and incentive structure would be changed in order to provide the necessary 
resources for States to run good programs, and performance~based incentives would be utilized to 
reward States for good performance. 
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Is.ue: Child Support Enrorcement and Assurance (CSEA) 

For children to achieve real economic security and to avoid the need for welfare, they ultimately need 
support from both parents. The proposals described above are designed to collect as much money 
from absent parents as possible. But what bappens when Httle or no money is coUected frOm the 
noncustodial parent either because the child support enfottement system is ineffective., or because the 
absent patent is unable to contribute muc:b due to low earnings? In tb'ose drcumstances~ a child 
support enforcement and assurance system would guarantee that the custodial patent gets some 
assured level {If chiJd support, even when collections from the noncustodial parent fall below that 
level, Thus. single parents with a child support award in place couid count on some level of chUd 
support which, since U1e benefit ~ not income-tested, they could then use to supplement their 
earnings. Numerous State and national reform rommissions (including the Natronal Commission on 
Children) have called for demonstrations of this concept. 

Proponents argue that child support enforcement and assurance would significantly taSe the difficult 
task of moving people from welfare to work. If sing~e parents can count on some child suPPOrt.. 
usually from the noncustodial parent, but from the assured child support payment if the noncustodial 
parent fails to pay, then they can" build a reliable combination of their own earnings plus dJiid 
support. This approach would offer single parento; re.a1 economic securlty. CSEA is not unlike 
unemployment insurance for intact families. When an absent patent becomes unemployed or cannot 
pay cllild support, the chUd ,til! has some protection, And since CSEA is not income-tested, theu 
ate no reporting requirements, no welfare offices, no benefit offsets and no weifare stigma. 
Proponents a1s<> suggest that CSEA benefits be subtracted dollar for dollar from welfare p.yments, 
especially in high-benefit S~es. Thus; a wo~ on welfare is no better off with CSEA. But if she 
goes to work, she can count'on her child support payments; thus, the rewards from working rise 
considerably. Essentially. all of the net new costs of a CSEA protection program would go for 
supporting custodial parents who ate off welfare and working. Proponents atso argue that if CSEA 
protection is provided only to people who have a child support award in place, women will have 
much more incentive to cooperate. in the Identification and location of the noncustodial father. since 
they can"count Oil receiving benefits. Finally. proponents argue that the "program would f(lcus more 
attention on the importance of noncustodial parents providiog economic support to their children. 
States might also experiment with tying the assured payment to work or to partiCipation in a training 
program by the noncustodial parent, and with other incentives to enoourage noncustodial parents to 
pay child support. 

Opponents worry that CSEA would dilute the pressure to llCIUally collect child support and would 
increase incentives to form srnglewparent famiJies. If mothers can count on the money regardless of 
whether the State actualJy eollects th~ amoont owed• .less effort may be put into col1ections. States 
may choose no! to tty to increase collections, especially if the Federal government is paying for 
CSEA. There is also a danger that CSEA would be seen as welfare by another name, since it is a 
source of support for single parents. Some opponents also argue that there would be fewer incentives 
for absent parents to pay child support since their children are assured of some level of suppon even 
if they fail to pay. 
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Issue: Enhancing Responslblllly and Opportunlly lor Noncuslodlal ParOllIS 

Under the present system, the needs, concerns and responsibilities of noncustodial parents are often 
ignored. The system needs to focus more attention on this population and send the message that 
-fathers matter~. We ought to encourage noncustodial parents to remain involved in their children's 
lives-not drive them further away. The well-being of children who live only with one parent would 
be enhanced if emotional and financial support were provided by both of their parents. 

Wtimately. the system's expectations of mothers and fathers should be parallel. Whatever is expected 
of the mother should be expected of the father I and whatever education and training opportunities are 
provided to custodial parents, similar opportunities shouid be available t<:l noncustodial parents who 
pay their ~ild support and remain involved in the lives of their children. If they can improve their 
earnings capacity and maintain relationships with their chHdren, they could be a source of both 
fmandai and emotional support. 

Much needs to be learned about ooncustodial parenIS, partly because we have focused relatively little 
attention on this population in the past, and we know less about what types of programs would work. 
We propose the following approaches: 

Work opportunities and obligations fQr noncustodial parents. A portion of JOBS and WORK program 
fuooing would be reserved for training, work readiness, educational remediation and mandatory work 
progtams for noncustodial parents of AFDe recipient children who cannot pay child suppon due to 
unemployment. underemployment or other employahil ity problems.· In addition. States may bave an 
option for mandatory work programs for noncustodial parents. States would have considerable 
flexibility to design their own programs, 

Grants fur accesS and DM;enting programs, We propose grants to States for programs wbich reinforce 
the desirability for chUdren to have continued access to and visitation by both parents. These 
programs include mediation (both vt)lunwy and mandatory), counseling, education, development of 
parenting plans, visitation enforcement including monitoring, supervision and neutral d[()p~ff and 
pick:~up, and development of guidelines for visitation and alternative custody arrangements. 

We also propose demol.1Stration grants to States and/or annmunity~based organizations to develop and 
implement noncustodial-parent (fattiers) components in conjunction with existing programs for high~ 
risk familio. (e.g. Head Start, Heallhy Start, family preservalion, teen pregnancy and pr....tion). 
These would promote responsible parenting. including the importance of paternity establishment and 
economic security for children and the development of parenting skills. 

RESPONSIBILITIES OF SCHOOL-AGE PARENTS 

The program of transitional assistance foJlowed by work that was outlined earlier in this document 
focuses on the responsibilities of custodial parents, especiaUy young parents. to work and prepare for 
work as a condition of receiving benefits, All young parents seeking government assistance would be 
expected to prepare for and go to work, Like the child support provisions, the obligations inherent in 
Iile program send a clear message about the consequences of parenthood. ensuring that welfare receipt 
does not release either parent from their responsibilities to work and suppon their children. 
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Minor mothers~ those under age 18, have special needs and deserve special consideration. They ate a 
relatively small part of the caseload at any point in time, but 3 disproportionate contributor to long­
term dependency. We have four proposals that aff~t minot and school~age parents: 

• 	 Minor IIIDthW live at borne. We propose requiring that minor parents Jive in a hOusehOld 
with a responsible adult, preferably a parent (with certain exceptions, such as wben the minor 
parei'lt is married Or if there is a danger of abuse to' the minor parent). Current AFDC rules 
permit minor mothers to be -adult caretakers" of their own children, We believe that baving 
a child does oot change the fad that minor mothers need nurturing and supervision 
themselves. and they woul~ be considered children-not as heads of household. Under current 
law. States do have the option of requiring minor mothers to reside in their parents' 
household (with certain exceptions), but only five have included this in their State plans. This 
proposal would make that option a requirement for all States. 

• 	 Meptodng by older wclfare mothers, We propose to allow States to utilize older welfare 
mothers to mentor at·risk school~age parents as part of their community service assignment. 
This model could be especially effective in reaching younger recipients because of the 
credibility. relevance and personal experience of older welfare recipients who were once teen 
mothers themselves. Training and support would be offered to the most promising candidates 
for mentoring. 

• 	 I.iJrgeting schQQIRage parents. We would ensure that every school~age patent or pregnant 
teenager who is on or applies for welfare enrolls in the JOBS program, continues their 
education, and is put on a track to self-sufficiency. Every school~age parent (male or female, 
case, head or not) would b~ required to participate in JOBS fro'm the moment the pregnancy or 
paternity is established. AH JO~S ru1e:s pertaining to personal responsibmty contracts, 

. employabiHty plans? and participation would apply to'teen parents. We propose to require 
case management and special serviees t including famity planning counseling, for these teens. 

• 	 Smte options fur behavioral incenti):es. We propose to give States the option to use monetary 
incentives combined with sanctions as ind"ucements to remain in schoo) or QED class. They 
may also use incentives and sanctions to encourage participation in appropriate parenting 
activities. 

ENCOURAGEMENTS FOR RFSPONSIBLE FAMILY PLANNING 

Responsible paJ'e!lting requires access to information and services designed to discourage early sexual 
behavior and prevent pregnancy. W. propose the following: 

• 	 A national campai&n against teen oregnancy. We propose that the Administration lead a 
national -campaign against teen pregnancy, involving the media. rornmunity organizations, 
churches and others in a concerted effort 10 change perceptiOns. The campaign would S<! 
national 'prevention goals and challenge the States to come up with school or ronununity based 
plans to meet those goals. 
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• Increased fundjnJ! for family planning services through Title X. Responsible 
requires that family planning services be available for those who need them. 
increased funding for Title X WlIS included In the FY 1995 budget submissio

family planning 
A re

n. 
quest for 

Issue: Family Caps 

The issue ;, whether States should be aJlowed or required (0 limit benefit increases when additional 
ehUdren are conceived by parents already on AFDC, if the State ensures that parents have access to 
family planning services, Nou':welfare working families do Dot receive a pay raise when they have an 
additional cbild, ..en tb<lugb the tax deduction and the EITC may increase. However, families on 
welfare receive additwnal support because their AFDC benefits increase automatka1ly to include the 
needs of an additional child. 

Proponents of family caps argoethat they would reinfo"'e parental responsibility by keeping AFDC 
(but not food stamps) benefits oonstal:'\l when a chiJd is conceived while the parent is on welfare. The 
message of responsibiUty wou,ld be further strengthened by permitting the ~arnily to earn more or 
receive more in child support without pemJty as a substitute for the automatic AFDC benefit lncrease 
under current law. 

Opponents of family oops argue that there is no evidence that they del.r births, and th.t they deny 
benefits to needy children. Opponents abo argue that the value of the benefit increase is similar to 
the value of the tax deductions Md E1TC increase fur a working family that has an additional child. 
(The tru< deduction and EITC.increase for th. seoond cbild is worth $1,241 at the $20,000 income 
level; the tax deduction is worth $686 at $60,000. AFOC benefits increase $684 per year for the 
seoond child in the median State; including food stamps increases benefits by $1~84.) 

LEARNING FROM PREV1!NTION APPROACHES THAT PROMOTE RESPONSIBILITY 

Solely changing the wetfare system is insufficient as a prevention strategy. For the most pan. the 
disturbing social trends that lead to welfare dependency are not caused by the welfare system but 
reflect a larger shift in societal mores and values. Teen pregnancy appears to be part of a more 
general pattern of bigh~risk behavior among youth. 

The Administration is developing severa! initiath:es that aim to improve the opportunities available to 
young people and to provide alternatives to high~risk behavior. The Schoo)~to~Work initiative, for 
example, would provide opportunities for young peop!e to combine school with work experience and 
on~the-job training, as a way of easing the transition into the workpface. The Administration', crime 
bill focuses additionaJ resources on crime prevenlion~ especially on youth in disadvantaged 
neighborhoods. Initiatives like these are aimed at rais-ing aspirations among YOUDg peoplo who might 
otherwise become parents too early. 

]n addition, we ought to direct some attention s.pecifically to preventing teen pregnancy. The basic 
issue in designing a prevention approach is to balance the magnitude of the problem with the paucity 
of proven approaches for dealing with it. We need a strategic approach that develops- and funds some 
substantial demonstration programs. and evaJuates them for their potential to be more broadly 

, effective. 
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. Demonstrations. Eady childbearing and other problem behaviors are interrelated and strongly 
influenced by the general Ilfe--experience associated with poverty. Changing the circumstances in 
which people Hve. and consequently how they view themselves, is needed to affect the decisions 
young people make in regard to their nves. To maximize effectiveness. interventions should address 
a wide spectrum of areas including, among others, economic opportunity, safety, health ana 
education. Particul~ emphasis must be placed on the prevention of adolescent pregnancy, through 
measures which include sex education, abstinence education, life skills education and contraceptive 
services. Comprehensive community based interventions show great promise, especially those efforts 
that include education. 

We propose comprehensive demonstration grants that would try different approaches to changing the 
environment in which youth live and carefully evaluate their effects. These grants would be of 
sufficient size Or -critical mass" to significantly improve the day-to..<fay experiences~ decisions and 
behaviors of youth. They WQuld ,eel; to change neighborhoods as well as directly support youth and 
families and would particularly focus on adolescent pregnancy prevention, While models exist for 
this type of comprehensive effort, few have been rigo~usly evaluated. We propose a systematic 
strategy to learn from variations lD different types of approaches. All demonstrations would include a 
strong evaluation component. 

SUPPORTING TW()'PARENT FAMILIES 

Ideas under consideration "for Reinventing Government Assistance include provisions to end or reduce 
the "current bias in the welfare system against two-parent families by: 1) eliminating the mOre 
stringent rules for two-parent families that exist in current law; and 2) requiring States to provide 
benefits to two-parent fami~ies continuously, instead of limiting provision of such benefits to 6 
months, Allowing two~parent families to receive the same benefits that single parents receive sbould 
encOurage families to stay together, remove disincentives for parents to marry and send a strong 
message about the value of both parents. " 
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APPENDIX: ENDNOTES TO TABLE I 

1. 	 The costs for eJiminating the special eJigibility requirements for two-parent famiHes is based 
upon estimates from the food stamp quality control data file, These estimates were then 
adjusted fhr increased participation based on estimates from the MATH model employed by 
Mathemadca Policy Research., Inc. 

ChIld Support li'.nfor........t Estimates 


I. 	 The costs fur the noncustodial parent provisions are to percent of the JOBS and WORK 

program msts. 


Caseload Numbers and JOBS and WORK Estimates 

The caseload numbers and the JOBS and WORK (;.Ost estimates are based on the fonowing policies • . . 
assumptions and sources of data: 

I. 	 Adult recipients (including teen custodial parents) boro after 1912 are subject'" tile time limit 
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the 
States. representing 40 percent of the caseJoad. will implement the policy a year earlier than 
required. This follows the pattern of State imjdetnentation under the Family Support Act. 
JOBS spending on other portions of the caseload would continue as per current law. 

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

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

4. 	 The c:aseload numbers inci'ude modest treatment effects as a result of the new rules. 

5. 	 Cost per JOBS participant figures are taken from 1IIe I'Y 1993 JOBS data (adjusted fur 

inflation using tile projected CPt). 


6. 	 The cost estimate assumes that all oon-defetred pbased-in recipients are engaged in activities. 
We assume that at a given point in time, 50 percent of the phased-in recipients are engaged in 
activities which have cost. For recipients with extensions, it is a.~umed that everyooe is 
participating in a JOBS activity which costs the program money. 

7. 	 The oost of developing and maintaining a WORK assignment is calculated using CWEP data 
from JOBS and from the welfare-t<rwork demonstrations of the 19805 (again, adjusted for 
inflation using the projected CPl). Approximately 25,000 and 130,000 WORK slots would be 
required in 1998 and 1999, respectiVely. 
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The figures for J08$ participants and JOBS spending under current law are taken from the 
baseline in the FY 1995 budget for the HHS Administration for Children and Families 

The JOBS and WORK cost estimates do not consider the potential impact of child suppon on 
the size of the caseload.· . 

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

The cost per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data. There is no data available on the current level of case management 
expenditures in the JOBS program. Consequently, the estimate employs, as a proxy for a 
JOBS Casl~ management cost per participant number, a figure calculated using data from the 
welfare·to·work demonstrations of the 1980s (S~ Diego I and Baltimore Options). 

The additional cost of comprehensive case management for teens is the difference between the 
cost of providing'enhanced case management to teen parents under 19 and the cost of 
delivering standard case management to the same population. The difference is roughly S560 
per participant per year, in 1993 dollars. 

The JOBS·Prep cost estimate presumes that JOBS·Prep services will be provided to 20 percent 
of those in ~e JOBS·Prep program. As States currently serve only 16 percent of the 000­

exempt caseload in the JOBS program, it is plausible to suppose that States will not serve a 
significantly higher percentage of persons in the JOBS·Prep program. We do Dot know what 
services States will provide during the JOBS·Prep program (candidates include parenting skills 
classes, life skills training and substance abuse treatment), so arriving at a cost per participant 
figure for the program is difficult. 

For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JC)'BS·Prep program. JOBS·Prep services will consist 
primarily of case management and referral to external service providers. Many persons in the 
JOBS-Prep program have dis~bilities, although most motherS of children under one do not. 
The cost estimates assume that a fairly intensive level of case management would be required 
for a small percentage of persons in this program. 

The cost per JOBS-Prep participant figure represents a level of case management more 
intensive than that in the current JOBS program but not as intensive as the level provided in 
the Teen Parent Demonstration. The number is arrived at by multiplying the Teen Parent 
Demonstration case management"figure by .75. 
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Child Care Estimates 

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

2. 	 This estimate is based upon baseline spending for the Head Start program and therefore does 
not account for the additional children who will be served by Head Start when it expands. 
This follows conventional CSO scoring rules. 

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

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

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

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

No Additional Benefits for Additional Children 

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

2. 	 It is assumed that States would reduce the monthly benefit by $63 for each child (after the 
first) born while the mother was receiving AFDC. It is also assumed that States would have 
little success identifying children born on AFDC during previous spells of welfare receipt. 
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February 25, 1994 

MEMORANDUM FOR DAVID ELLWOOD, MARY)O BANE, AND WENDELL PRIMUS 

FROM: CAROL RASCO, BRUCE REED, AND KATHI WAY 

SUBJECf: Editorial Changes 10 February 2;1th..Ilraft 

Thank you for aU your hard work this week in preparing a document for the Working 
Group meeting. 

Please make the following editorial changes before handing out the issue paper 
tomorrow, 

INTRODUCfION 

p. 	1 

1st bullet: Dctete "yet" in phrase Itnot yet rcady to work" 


2nd bullet: Insert new first sentence: 'People applying for assistance may be required 
to gu through supervised job search first. As soon as people begin receiving .., etc," 

3rd bullet: Delete "generally" in first sentencc. 

p. 2 

4th bullet: Change "mounted" to "tested". 


p. 3 
lst buUet: Rather than born after 1969, say "such as the youngest third of the 

cascload" 

Table 1 
Source: This should read "HHS/ASPE Staff Recommendations. These estimates do 

not represent a consensus recommendation of the Working Group chairs) and have not been 
.greed to by OMB: 

lNote: We have our doubts about several of the line items listed, such as Jobs Prcp~ 
Enhanced Teen Case Management, and Transitional Child Care. We also believe that the 
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Child Support Assurance number is too high, and that any two-parent provisions will have to 
be paid for as part of a Reinventing G(wcrnmcnt section that nets out at zero. I 

p,6 
2nd graph: The lasl Ihree senlonces (on equily ron""rns) should be dropped, in favor 

of Ihe first two senlences from the following paragraph. Our phase-in is vulnerable to equity 
criticisms, too -- and the rcapplicant argument is much srrongcr anyway. 

5th graph: Drop "however" in the third sentence. 

Replace "rescue" with "end welfare for" 


p, 7 
1st graph: Replace the sentence "If we were able to .. ," with a sentence that says, 

"This plan would call for a reassessment five years after enactment, to determine whelher we 
arc successfully implementing the program for the younger generation and can accelerate it to 
phase in older recipients." 

4th graph: Insert after the sentence "A decision to focus On "." the following 
sentence: "For example, states could have the option to phase the program in more quickly," 

p. 8 
2nd graph: Drop "The nomondalure or' 

Option C & D: We agreed on 3 months, not 4 

p, 9 
1st graph: Insert scntence after recommendation of Option C that says. "This option 

would cut the number of exemptions by nearly half from current law," 

2nd graph: Make clear that the 15% cap is part of the 25% estimate. 

Last graph: Add senlenee at the end of this graph lhat says, "Another option would be 
to let states that want to allow extensions for college apply for a waiver to do so." 

p. \0 
1st graph: We believe the cap should be 8%, not 10%, so Ihal Ihe overall loopholes 

add up 10 113. 
Drop "TAP" 

p. 	11 

3rd graph: Change "for no good reason" to "without cause'" 


51h graph: Drop Ihe fragment "And no wonder." 

p.12 
1st graph: Drop the last three sentences ahout unions and advocates. This is not a 



political memo, 

Part-time vs. Full-time section: This whole background section is confusing and 
redundant, and the arguments are loaded. It could easily be consolidated into a few 
sentences. The 4 paragraphs in favor of part-time work and 2 paragraphs against it should be 
col1apsed to say, "Those who hcJieve part-time work is sufficient argue that it is more 
realistic for single p;:I[ents with young children, is a good stepping stone to full-lime work. 
and is the best we can expect from many recipients. Those who oppose thls approach argue, 
that the EITe, health reform, expanded child care, and welfare reform are supposed to help 
people become self-sufficient and get off welfare altogether, nol let them collecl welfare 
indefinitely if they arc simply working part-time." 

p.13 
5th graph: Jnscrt new sentence before last sentence which says, "Other alternatives 

include slowing down the time clock for part-time work, but not stopping it (i,e" two months 
of part-time work counts as one month against thc limit), or changing the rules so that the 
EITC is countcd as income when calculating welfare benefits (which would make the EITe ­
- not welfare -- the major supplement for work, whether part-lime or full-time). 

p. 14 
Next to last graph: As written, the Pennsylvania example implies that there is 

something wrong or unreasonable about expecting someone to work 29 hours to receive 29 
hours worth of wages. This example should he dropped or amended. 

p. 15 
Last two full graphs: References to "unions" and "advocates ror the poor" should be 

changed to read "Some argue ... " 

p. 16 
2nd graph: The sentence after "The big problem ..." should read "One strategy would 

be to have individual evaluations for those who reach the: WORK time limit to decide 
whether they should be returned to lOBS-Prep if they arc not job-ready. or have their 
wcJfare benefits cut back considerably if they arc job-ready." 

p.17 
3rd graph: Additiona! monies or a higher match "might" he made available (nO! 

"would"). 

p.19 
Last S1~ntencc: "might he" waived (not "is" waived) 

SOMEWHERE: This section needs a graph on sanctions. Our preference is the 
APWA recommendation for a 25% sanction on AFDC and Food Stamps. 

p.21 
3rd full graph: Delete "substantially" from the phrase "suhstantlaUy underestimated", 



p. 	24 
2nd graph: Change hal mos1 certainlyH to "potentially" increase the number of abor1ions 

Last graph: Change "is cruelly hypocritical- to ~will not work" 

p. 25 
Throughout: Change "Establish Awards in Every Case" to "Establish Paternity in 

Every Case" 

p.27 
3rd graph: The last sentence ("Finally proponents argue that if CSEA protection ... ") 

should be dropped. Jf OUf paternity cooperation requirement works as advertised, this i::­

argument does not hold, 

4th graph: Insert "and increase incentives to form single-parent families" at the cnd 
of the first sentence. 

p.28 
3rd gmph; Either drop the sentence about "New programs should he modest ... " or 

include it in the CSEA section as welL 

p.29 
Minor mothers: insert lias a child, not head of household" after the phrdsc "With a 

responsible adult" 

School-age: No school-age parent will be a casebead. Can a school-age parent be 
"of any age"?) 

Last grnph: The costs are "nominal" (not "trivial") 

p. 30 
Family Caps: This page says the cost estimate is b3SCd on 50% of the states and 

,,"seload, but the footnote on p. 35 says the CBO figure is based on 33%. 

p. 33 
As noted above, we agreed on 3 months for the 2nd child, not 4 months. 



INTRODUCfION 


Everyone is frustrated with the welfare system. Welfare reform 
is designed to give people back the dignity and control that 
comes from work and independence. It is about reinforcing work 
and family and opportunity and responsibility. 

The current welfare system' provides meager cash support and a set 
of rules and expectations focused on verifying eligibility rather 
than on moving to self-support. We propose a neW vision aimed at 
helping people regain the means of supporting themselves and at 
holding people responsible for themselves and their families. 
The proposal emphasizes that work is valued by making work pay. 
It indicates that people should not have children until they are 
able to support them. It signals that parents--both parents-­
have responsibilities to support their children. It gives people 
access to the training they need, but also expects work in 
return~ It limits cash assistance to two years, and then 
requires work, preferably in the private sector, but in community 
service jobs if necessary. Most importantly I it changes the 
culture of welfare offices, getting them out of the check-writing 
business and into the training and job-placement business~ 

Ultimately, this plan requires changing almost everything about 
the way in which we provide support to struggling families~ To 
achieve this vision, the plan has four main elements. 

MAJOR 'l'IIElIES 

Transitional Assistance Followed by Work 

Full participation. Everyone who receives cash support is 
expected to do something to help themselves and their 
community. The requirement applies to those who are 
preparing themselves for work and to those who are currently 
not ready to work. Those who are unable to work due to 
disability or other reasons will be expected to do something 
for themselves or their community, but will not be subject 
to time limits untiJ they are ready to engage in training, 
educati,on or employment services. 

Training. education and employment services (the JOBS 
program), As soon as people begin receiving public 
assistance, they will sign a personal responsibility 
contract and develop an employability plan to move them 
into work as quickly as possible. Many will get jobs 
quickly--in weeks or months--after assistance with job 
search and job preparation~ others will spend time in 
education and training services as needed. The program 
will be closely coordinated with existing mainstream 
education and training programs including current and 
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new labor departments programs (tha Job Training 
Partnership Act and the Workforce Security Act), 
school-to-Work programs, vocational and post-secondary 
education. 

Time limits. People who are able to work will be 
limited to two years of cash assistance. Most people 
are expected to enter employment well before the two 
years are up. Extensions to complete an education 
program will be granted in a limited number of cases. 

Work for those who exhaust their time limit (the WQRE 
prQgram). Those people who are still unable to find 
work at the end of two years will be required to work 
in a private sector, community service or public sector 
job. These are intended to be real l work-for-wages 
jobs. The program will be designed to favor unsubsidi­
zed work and to ensure that subsidized jobs are short­
term and non-displacing. 

Making Work Pay 

Health care reform. An essential part of moving people from 
welfare to work is ensuring that working people get health 
protection. The current system keeps people from leavinq 
welfare for fear of losing their health insurance. 

Advance Ravment of the Earned lncorne Tax Credit (EITCl. 
The expanded EITC makes it possible for low-wage 
workers to support their families above poverty. 
Efforts will be made to help families receive the EITe 
on a regular basis. 

Child care for the working Door. In additicn to 
ensuring child care for participants in the transition­
al assistance program and for those who transition off 
welfare, child care subsidies will be made available to 
low-income working families who have never heen on 
welfare but for who~ assistance is essential to enable 
them to remain in the workforce and cff welfare. 

Parenta1 Responsibi1ity 

Child support enforcement. The child support enforce­
ment system will be strengthened to ensure that awards 
are established in every case, that fair award levels 
are maintained and that awards that are owed are in 
fact collected. Demonstrations of child support 
assurance and of programs for noncustodial parents will 
be conducted. 
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~ 	 Efforts aimed at minor mothers. responsible family 

planning and prevention. Minor mothers will receive 

special case management services and will be required 

to live at home and stay in school to receive income' 

support. Access to family planning will be ensured. A 

strategy for investing in and learning from programs to 

prevent high-risk behavior and teen pregnancy will be 

pursued. 


Efforts to promote two-parent families. We will provide 
better support for two-parent families by eliminating or 
reducinq the current bias in the welfare system in which 
two-parent families are subject to more stringent eligibili ­
ty rule!3- than single-parent families~ 

Reinventinq Government Assistance 

coordination. simplification and improved incentives in 
income support prograns~ The administrative and regulatory 
program structures of AFDC and Food Stanps will be rede­
signed to simplify and coordinate rules and to encourage 
work, family formation and asset accumulation. 

• 	 A perfgrmance-based system. In addition to incentives 

for clients, incentives will be designed to bring about 

a systemiC change in the culture of welfare offices 

with an emphasis on work and performance. 


POLICY ISSUES TO BE RESOLVED 

The attached paper lays out the major issues that need to be 
addressed. It is organized around each of the first three broad 
elements listed above~ In each case, a description of the 
proposed policy is provided and remaining issues discussed~ (The 
details of the fourth element--Reinventing Government Assistance­
-will be addressed later in a separate paper. We anticipate that 
changes will be cost neutral for that part of the proposal, so 
they will not affect cost estimates or financinq needs~) 

The Welfare Reform working Group met on saturday February 26 and 
discussed the issues that were indentified as the most i.mportant 
in the paper. There are five particularly significant sets of 
issues that need to be resolved: 

The scale and pbase-in of the reformed welfare system 

Should we seek to bring everyone on the case load into the new 
system quickly, or should we initially target our resources to 
sub-groups, such as new applicants or the youngest third of the 
caseload? 

Immediate implementation of the new program would severely strain 
the capacity of the system and would result in significant costs. 
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The Working Group agreed that a phased-in approach was 
necessary. 

A phase-in strategy could start with hew applicants, or it could 
start with young applicants and recipients. Starting with young 
people avoids any incentives to stay on welfare and any "rewards" 
to having children and coming on welfare early. It also allows 
for investments in families who have the most hope of being 
helped. 

The working Group agreed that an initial focus on the 
youngest third of the caseload was their preferred 
phase-in strategy. 

Extensions to and exemptions from tbe time limit 

Should any groups of recipients have the time limit extended? 
Should any be eXempted from the requirements of the time limit? 

The issue of extensions arises because some recipients, 
especially those with language difficulties, education deficits 
and no work experience, may not be able to appropriately prepare 
themselves for work in a two year period~ 

The Working Group agreed that a limited number of 
extensions for such purposes as completing a high 
school or job training program were appropriate. A 
large majority of the Working Group agreed that 
extensions should not routinely be granted for the 
purpose of completing a four year college program~ 

The issue of exemptions from the time limit arises because not 
all recipients are able to work, even if they are not severely 
enough disabled to qualify for SSI~ A second type of exemption 
issue arises because requiring participation from mothers of 
infants or very young children may interfere with healthy child 
development and require substantial expenditures on infant day 
care. Under current law, over half the caseload, including 
mothers of children under three t is exempted from participation~ 

The Working Group agreed that exemptions should be 
limited I and that participation in some activiies be 
expected eVen of those who are exempted. The Working 
Group agreed that states should be permitted to exempt 
up to a fixed percentage of the caseload for disabili ­
ties, care of a disabled child and other serius 
barriers to work. 

The Working Group split over the issue of whether 
exemptions for mothers of infants should be for one 
year (i.e., until the baby's first birthday) or for 
twelve weeks (Twelve weeks is the mandated leave time 
in the Parental Leave Act.) Most members agreed on a 

4 




one year exemption for infants who were not conceived 

on welfare and a twelve week exemption for those 

conceived on welfare t with a state option to lower the 

exemption period to twelve weeks for all children. . 


The structure and requirements of the WORK program ror people whQ 

oome to tbe time limit witbout bavinq found unaubaidlzed work 


After a person hits the time limit, should we mandate States to ~ 
provide a job which pays an hourly wage, or should we allow 

. States to continue paying a welfare check while requiring work as 
a condition of receipt? What methods should we use to minimize 
long-term participation in this work program? How many hours of 
work should be required? 

Work for waqes versus work for welfare. Despite a focus on 

getting everyone into unsubsidized employment as quickly as 

possible, some people will hit the time limit without having 

found work. After a period of job search, the state may be 

required to provide a subsidized or community service job for 

some. One issue is whether states should be permitted to offer 

"workfare" slots, as opposed to susidized private sector work or 

community service jobs in which the participant works for wages. 

Workfare is somewhat easier to administer than work for wages, 

but does not provide either the dignity or the discipline of a 

job that pays waqes. 


The Working Group agreed that an emphasis on work for 
wages was a defining feature of the Administration's 
welfare reform proposal and should be held firm. 

~ime limits cn subsiaed or community service work. There is 

general agreement th sldized job slots will last for a 

defined period of time, after which the person will again be 

expected to look for unsubsidized work~ An issue arises around 

what is expected to be a small number of people who continue to 

be unable to find unsubsidized employment. Some argue that they 

should be placed in community service slots for as long as they 

need them. Others argue that this policy would lead to permanent 

guaranteed jobs that might be expensive and perceived as simply 

another welfare program~ Instead, people who conti~ue to be 

unable to fInd employment might return to a deferred status, 

might have: t_heir welfare benefits reduced or might * cut off 

entirely. 


The Working Group agreed that a serious reassessment 
·should be done of everyone who comes to the and of 
eighteen months or two years in a work assignment 
without having found private sector work~ Those found 
at that point to be unable to work would be returned to 
deferred status with full benefits. Those found to be 
able to work and unwilling to take an unsubsidized job 
would have assistance terminated. In situations where 
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jobs were not available for people who conscientiously 

played by the rules and tried to find work, assistance 

would be continued through another job slot or a 

workfare assignment. 


The Working Group also agreed that federal reimburse­

ment to states should decline the longer people were on 

the rolls, in order to provide serious incentives to 

move people into employment. To provide incentives to 

recipients to find unsubsidized employment, most 

Working Group members thought that the EITC should not 

be allowed to supplement the earnings of those in fully 

subsidized community service jobs. 


Work expectations, part time or full time. Two related 
issues arise in thinking about whether full time or part time 
work should be expected. The first issue is whether someone who 
is working part time can continue to receive supplementary 
welfare benefits after two years, if they live in a state where 
half time work at the minimum wage would leave them belOW the 
income level for welfare receipt in that state. (In about half 
the states, half time work at the minimum wage leaves a family of 
three below the welfare eligibility levels. Larger families are 
eligible in more states.) Proponents of alloW'ing...@enefit_~ 
receipt in these situations argue that getting some~rk 
part time is a big success and should be rewarded~ opponents 
argue that continuing AFDC as a work supplement for long periods 
of time is counter to the basic philsophy of the new program. 

The Working Group was split on this issue~ Most 
members, however, were satisfied with a compromise that 
said that supplementary welfare benefits would be 
provided for part time workers (at least twenty hours) 
who had pre-school children, and at state option to 
other part time workers. 

A related issue arises around the number of hours of work that 
states would be required to provide through SUbsidized or 
community service jobs, and around whether supplemental welfare 
henefits should be paid if the required hours of work did not 
generate pay at least as high as the welfare benefits received by 
non-working welfare recipients in the state. Because of wide 
variations in state welfare benefit levels J the number of hours 
of work at the minimum wage required to earn the equivalent of 
the welfare benefit level for a family of three ranges from about 
7 -to about 47. For larger families, work hours would have to be 
higher to reach the welfare benefit levels. It is obviously hard 
to structure a real job of eight or ten hours per week~ At the 
other extreme, it is unreasonable to require more than the 
convention definition of full time work. 
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The Working Group agreed that states could vary the 
number of work hours they required, but that they could 
go no lower than 15 nor higher than'35. " 

We assume that most states could and would require work hours 
that would produce earnings roughly equivalent to welfare 
benefits; some states might do this by paying mora than the 
minimum wage. In the median state this would be about 26 hours a 
w~~k at the minimum wage for a family of three. Some higher 
benefit states might choose, however, to structure jobs with 
,fewer hours I and some very high benefit states might choose not 
,:.:.., raise the wage to a level sufficient to pay the equivalent of 
',hA welfare benefit. Should they provide a supplementary benefit 
to bring family income up to the level of welfare benefits for 
recipients who don/t work? The argument for doing so is people 
who are playing by the rules and working, even if they have not 
been able to find an unsubsidized job, should not be penalized by 
receiving lower benefits. The argument against doing so if that 
this too would continue welfare as a work supplement. 

The Working Group was split on this issue. As on the 
previous issue, however I most members seemed agreeable 
to providing supplements for part time work for parents 
of pre-school children, with a state option to 
supplement for others. 

Tbe level and tocus ot child care for the working poor 

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

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

The Working Group agreed that child care for the 
working poor is an integral part of a welfare reform 
effort~ The Working Group also agrees, however, that 
working poor chHd care should not be paid for by cuts 
in programs for the very poor. There is a strategic 
decision to be made, therefore, about the financing and 
packaging of this aspect of welfare reform. 

Parental responsibility and prevention 

Should demonstrations of child support assurance and programs for 
non-custod~al parents be included in the welfare reform package? 
Should states be allowed or required to reduce benefits for 
children conceived on welfare? 
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The Working Group agreed that demonstrations of both 
Child Support Assurance and programs for non-custodial 
parents should be included I but enthusiasm for both of 
them varied. 

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

COSTS AND PINANCING 

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

To provide a sensa of the scale of a program and the cost of 
particular elements, we have created a hypothetical proposal, 
which served to guide the Workinq Group's discussions of the 
costs of vaious policy choices. The actual cost of the program 
will differ depending on what decisions are made about the issues 
identified above. In the attached dooument; we refer to this 
hypothetical baseline and indicate wbere different programmatio 
decisions would have led to a larger or smaller program~ The 
table which follows is provided only as a basis of discussion-­
not as an indication that policy decisions have been made. 
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,
• 

• 

AGBIIDA 

1. Parental responsibility and prevention 

o Teen pregnancy preventionj the national mobilization 

for youth opportunity and responsibility 


o Enhar.cing responsibility and opportunity for 

noncustodial parents (demos) . 


o Child support assurance (demos) 

o Family caps 

2# Reinventing government assistance 

o Automobiles, assets and IDAs 

o Extension of benefits to two-parent families 

o state option for earnings disregards 

o Caps or limits on elegibilityjbeneflts 

3. Overall package: What is success? 

4. overall packag~: Balance of toughness and protections 

5. Costs and financing 

o Basic package costs 

o Cost reduction options 

C:/. 
\ 

) 
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THE BALANCE OF TOOGHNESS AND PROTECTIONS 

Time l~mits and wQrK rgqyitemen~s 
Key elements 

o serious time limit followed by work with serious 

sanctions 


o responsiveness to individual needs througb 

employaoility plan 


o defe~ents (JOBS prep) and extensions in special • 
circums~ances 

Key decisions 

o time limits and protec~ions in the WORK program 

o intensity of participation requirements 

o defercent and extension policy 

~arental reSpgnskbility and pr~entiQn 

Key elements 

o serious enforcement of child support obligations 

o requirements on and services for minor ar.d school 

age mothers 


o various approaches to ~een pregnancy prevention • 

Key decisions 

o size and scale of demonstrations 

o living at home and famlly cap requirements 


a size and scale of teen pregnancy prevention 




,
• 

• 

WHAT IS SUCCESS? 

criteria for success 

o case load reductions 

o full participation 

(, time-limited work preparation followed by work 

o children as well or bet~er aff 

o system emobies values of work, responsibility and 
family 

Key decisions 

o speed and manner of phase-in 

o supplements for part-time and/o~ low wage work 
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Possible substitute for p. 12·13, 

Mixing work and Welfare 

The transitional program focuses heavily on work~ The 
ultimate goal is self·sufficiency. At the end of two years 
everyone is expected to leave welfare for work* But the question 
remains: should someone who is working in a low-wage job at the 
end of two years, in either a regular or a WORK job, still 
receive a welfare supplement, if they meet the eligibility
standards in their state? 

One option is to continue welfare tor such families. 
Allowing supplementation has several advantages. First, it may 
permit or encourage parents to work part-time; leaving them with 
mor.e time to deal with school schedules, child care, sick 
children, attending a community college or other training 
opporturlity, etc. Second, part-time work may be a stepping- stone 
to full-time work and better paying jobs. Currently, only B 
percent of adult AFDC recipients work in a given month. 
Encouraqinq more to work, even part-time, could be viewed as a 
major accomplishment. Third, unless there is supplementation in 
high-benefit states, those states would either have to provide 
fUll·time jODS in the WORK program or see participants face a 
drop in their income. If we insisted that they provide full-time 
jobs in order to hold people harmless I it would cost us more for 
child care. 

A second option is to end welfare entirely at the end of two 
years, even for the working poor who might still qualify in some 
states. Thiel would end welfare for all and not just for some of 
those able t.o work. It would elim.inate continuation of the 
current inequity in benefit levels across 5tates~ It would 
encourage people to become sGlf-sufficient~ with the help of the 
EITC, child care, and health care -- rather than continuing to 
rely on welfare indefinitely. It would seem more" equitable to 
other families who are working full-time to support their 
children without the benefit of welfare. It would also be less 
costly in the long-run than option one. 

A third alternative is to allow some mixing of work and 
welfare for those with Children under a certain age (three or 
five, for example) on the qrounds that these are the parents who 
are most likely to encounter difficulties workinq full-time and 
also those for wham child care is likely to be most expensive. 

A final alternative would be to let the states make the 
decision about whether to supplement part-time work with welfare 
at the end of two years. 
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