February 28, 1994
'SUMMARY AND WORKING GROUP RECOMMENDATIONS

Everyone is frustrated with the welfare system, Welfare reform is designed 10 give people
back the dignity and conirol that comes from work and independence. ht 15 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
peaple responsible for therselves 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. |t signals that parents--both parenis--have respounsibilities 10 support
their children. It gives people acoess 1o 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, bul in community service jobs if necessary.  Most importantly, it changes the

culture of welfare offices, getting them out of the check-writing business and zzzw the training

and 3ab-p£acezncnz BLSINESS.

Ultimately, this plan regquires changing almost everything about the way in which we provide
support to struggling familics. Teo achieve this vision, the plan has four main elements.

MAJOR THEMES
Transitional Assistance Followed by Work

s Full panticipation. Everyone who receives cash support is expected to do something
te help themselves and their cormmunity. The requirement applies to those who are
preparing themselves for work and to those who are currently not ready o 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 lunits
until they are rcaéy 10 engage in training, education or job placement services.

as pe:};}ie Mgm m‘:f:zvzng pﬁbizc asszszazzce they will szgzz a ptrsozza
responsibility contract and develop an employability plan 1o move them ino
work as guickly 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 twraining services as needed. The program will be closely
coordinated with existing mainstream education and training programs
including current and new Labor Department programs (the Job Training
Partnership Act and the Workforce Security Act), School-to-Work programs,
vocational and post-secondary education.

«  Time limits. People who are able to work will be limited 0 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.
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Work for those who exhaust their time Iimit (the WORK program). Those
people who are still unable to find work at the end of two vears will be

required © woIK in 3 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 thar subsidized jobs are
short-ferm and non-displacing.

Making Work Pay

L

Health care reform.  An essential part of moving people from welfare 1o work is
ensuring that working people get health protection. The current system keeps people
from: Jeaving welfare for fear of losing their health insurance.

Advance pavment of the Earned Income Tax Credit (EITC). 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 EITC on 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 subsidies will be made available to low-income working
families who have never been on welfare but for whormn assistance is essential
to enable them t¢ remain in the workforce and off welfare.

Parentat Responsibility

L4

Child support enforcement. The child support enforcement systern will be
strengthened o 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
nongustodial parents will be conducted,

’vimoz* mothers wail receive spaem} case management services angd will be
required to Jive 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 1o prevent high-risk behavior and teen pregnancy will be
pursued,

s 10 promote two-parent families. We will provide better support for two-parent
fazzzﬁzr:s by ezizzmzzang or rezizzcz:zg the current bias in the welfare system in which
two-parent families are subject o more stringent eligibility rules than single-parent
families.
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Reinventing Government Assistance

s  Coordination_simplification and i \ i POLL DI .
The administrative and regulatory program structures of AFI)C and Fo-oﬁ ﬁtamps will
be redesigned to simplify and coordinate rules and to encourage work, family
formation and asset accumulation.

¢ A performance-based svstem. In addition to incentives for clients, incentives
will be designed 1o bring about 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 clements 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 mli not
affect cost estimates or fimancing needs.)

The Welfare Reform Working Group met on Saturday February 26 and discussed the issues
that were identified as the most important in the paper. There are five particolarly
significant sets of issues that need 10 be resolved:

The scale and phase-in of the reformed welfare system

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

Immediate implementation of the new program would severely. strain the ability of federal
and state governumerits to implement the new systen.

The Waorking Group agreed that a phased-in approach was necessary.

A phase-in strategy could stant 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” 10 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 thelr preferred phase-in strategy.
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Extensions to and exemptions from the time Hmit

Should any groups of recipients have the time limit extended? Should any be exempred 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 1o appropriately
prepare themselves for work in a two-year period.

The Working Group agreed that a Himited number of extensions for such
purposes as completing a high school, school 1© work or jobr training program,
or for completing a program of postsecondary education combined with work,
were appropriase.

The issue of exemptions from the time lunit arises because not all recipients are able to

work, even if they are not severely enough disabled to qualify for 881, 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 reguire subsiantial expenditures on
infant day care. Under current law, over half the caseload, including mothers of cﬁ;i&z‘cz}
under three, is exempted from pammpatha

The Working Group agreed that 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 permitted
exempt up 1o & fixed percentage of the cascload for disabilities, care of a
disabled child and other serious barriers 10 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 tme ir the Paremtal 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 10 lower the exemption period 1o twelve weeks for
ail children.

The structure and requirements of the WORK program for people who come to the
time lmit without having found unsubsidized 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 o 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 wages versus work for welfare, Despite a focus on getting everyone into
unsubsidized employment ag guickly as possible, a small percentage of those who start on
welfare will hit the time limit withowt 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
1ssue 1s whether states should be permitted 1o offer “workfare” slots, as opposed to
subsidized private sector work or community service jobs in which the participant works for
wages. Workfare is somewhat easier to administer than work for wages, but does not
provide either the dignity or the discipline of 2 job that pays wages.

The Working Group agreed that an emphasis on work for wages is a defining
feature of the Administrarion’s welfare reform proposal.

Discouraring extended participation ip subsidized or community service work. The
WORK program of subsidized and community service jobs i designed to be a short term

suppiement (¢ unsubsidized work in the private sector, not 8 replacement for it. A number .
of steps.can be taken o ensure this. :

The Working Group agreed that subsidized job shots would last for a defined
period of time, after which the person would again be expecied to Jook for
unsubsidized work.

The Working Group agreed that the availability of the EITC as a supplement
to private sector work would provide a powerful incentive for participants t©
move from the WORK program into unsubsidized work,

The Waorking Group also agreed that federal reimbursement fo states should
decline the Jonger people were on the rolls, in order to provide serious
mcentives (0 move people into employment.

The Working Group also agreed that refusal 10 accept 2 private sector job
should resull in termination of benefits.

Arp issue arises around what is expected to be a relatively small number of people who
centinue to be unable 1o find unsubsidized employment after placement n 8 job slot and
private sector job search despite being willing and #ble o work., (Refusing a job would be
grounds for being cut off, and a work for wages model would already provide sanchions
because not showing up for work would mean no paycheck.) Some argue that they should be
placed in community service slots for as fong as they need them. Others argue that this
policy would lead to permanent guaranteed jobs that might be expensive and perceivad as
simply another welfare program. Instead, people who have not found employment might
retury 10 2 deferred status, might have their welfare benefits reduced or might be cut off
entirely.
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The Working Group agreed that a serious reassessment should be done of
everyone who comes 10 the end of two or three years in work assignmenmts
without having found private sector work. Those found at that point 1o be
unable to work could be returned to deferred status with full benefus, Those
found to'be able to work and unwilling to take an unsubsidized job would have
assistance terminated. In situations where jobs were pot available for people
who conscientiously played by the rules and tried 1o find work, assistance
would be continued through another job slot, a workfare assignment, or
traming linked with work,

Minimum work expectations: part time or full time. Everyvone agrees that
independence 1s the ultimate goal of the sysiem. But two related questions arise in thinking
about people working less than full time. The first issue is whether someone who is working
at least half time in a private unsubsidized job can continue to receive supplementary welfare
benefits after rwo yvears 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 aliows parents time (©
nurtere their children as well as o support them financially--a task which is especially
difficult for singlé parents. They also argue that gerting someone to work part time is a big
success and should be rewarded. Opponents argue that full time work and an end to welfare
receipt should be the expectation. They argue that continuing AFDC as a2 work supplement
for long periods of time is counter to the basic philosophy of the new program.

The Working Group was split on this issue. About half the group felt that part
time workers should continue (o be eligible for suppiementary benefits after
the time limit, Others felt that the time It should apply, but with many
arguing for a slowing of the clock for part time workers. Some members
suggested & 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 pan time workers.

A related issue arises around the mumber of hours of work that stales would be required to
provide through subsidized or community service jobs, and around the supplemental weifare
benefits that would need o 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, the number of hours of work at the
minimum wage required (o garn the equivalent of the welfare benefit level for a family of
three ranges from about 7 w about 47 hours per week, For larger families, work hours
would have 1o be higher to reach the welfare benefit levels. It is obviously hard to structure
a real job of eight or 1en bours per week. At the other extreme, it is unreasonable to require
more than the conventional definition of full tdme work.

The Working Group agreed that states could vary the number of work hours
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they tequired, but that they could g0 no lower than 15 nor higher than 35,
There was also agreement that the wage paid must be at least the minimum
wage and could be higher.

o .
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We assume that most states could and would require work hours thas would produce sarnings
roughly equivalent to welfare benefits; some states might do this by paying more than the
minimum wage. In the median state this would be abowmt 26 hours a week at the minimum
wage for a family of three. Some higher benefit states might choose, however, 1o structure
jobs with fewer hours, and some very high benefit states might choose not 1o raise the wage
to a level sufficient to pay the equivalent of the welfare benefit. Should they be allowed to
do this and required o provide 2 supplementary benefit to bring family income up to the
leve] of welfare benefits for recipients who don’t work? The argument for doing so is people
who are plaving by the rules and working, even if they have not been able to find an
unsubsidized job, should oot 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 paraliel.
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 1o child care for the working poor? How should
lirnited resources be targeted?

Child care for the working poor is a potentially costly addition to a welfare reform package.
The argument for including #t, however, is to ensure that fow 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 & weifare reform effort. The Working Group also expressed a
preference, however, that working poor c¢hild care be paid for through
mechanistis other than cuts in programs for the poor. There is a strategic
decision w be made, therefore, about the financing and packaging of this
aspect of weifare reform.

Parental responsibility and prevention
Shouid demonstrations of child support assurance and programs for non-custodial parents be

included in the welfare reform package? Should states be aliowed or required o educe
benefits for children conceived on welfare?



The Working Group agreed that demonstrations of both Child Support
Assurance and programs for non-custodial parents should be included.
Enthusiasm for child support assurance varied.

The Working-Group did not discuss family caps or other prevention issues,
which 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 reform 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 meeting, 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.



TABLE 1.~PRELIMINARY COST ESTIMATES (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PRUPOSAL
{By fiscal year, in millions of doflars)

§-¥anr
1995 18465 1957 1988 1958 Tolai
PARENTAL RESPONSIBILITY
Mingr Mothers g {45) {50 50 (80 {165)
Comprehensive Demonstration Geants Q 50 50 50 50 200
Two-Parent Provisions aQ & 440 £80 845 2,088
No Additional Benefits for Additional Childran (35 {100} (110 {140) £150) {535}
Chitd Support Enforoment
Patemnity Establishrent {Net) 5 20 {140 {165) 219) {485)
Enforcerment (Net} {18} {20) {85} 8% (320} {495)
Camputer Cosis 15 KES 25 150 160 468
Non-Custodial Perent Provisions o 25 a0 110 175 380
Access Grants and Parenting Demaonstrations 20 25 30 30 - T 138
Chiid Support Assurance Demonstrations 0 & 100 200 250 556
SUBTOTAL, {8E 30 85 138 255 80 880
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep o 15 50 80 70 195
Additional JOBS Spendling ¢ 210 750 Q20 15500 2 B8R0
WORK Program v ] ) 130 830 820
Additionat Child Care for JOBSMWORK 0 190 830 745 200 2,485
Transitionat Child Care ' Y 70 &30 280 360 830
Enhanced Teen Case Management ¢ 30 B 108 110 335
Eeonormic Development & 0 00 186 100 300
Savings - Caseload Reduction & 0 {30 60} [{=i8) £170)
SUBTOTAL, JOBS/WORK 0 518 1,820 2280 3,158 7,768
MAKING WORK PAY
Working Poor Child Care 0 500 1,500 1,500 2500 5,000
Advanee EITC . H] 0 4] 0 0 g
GRAND TOTAL 53 1,008 3.280 4578 8,025 14 880

Note: Parentheses denole savings.

Source: HMB/ASPE staf sotimates. These astifnates have besn shared wih staff within HHS and OMB bt have not been
officialy reviewed by OMB, The poficies do not represent 8 consensus recommendation of the Working Group co-chairs.

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

Two-Parent Estimates

1.

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

Child Support Enforcement Estimates

L

The costs for the noncustodial patert provisions are 10 percent of the JOBS and WORK
program costs.

£asedoad Numbers and JGBS and WORK Estimates

The caseload numbers and the JOBS and WORK cost estimates are based on the fol Eowmg paizc:es
assamptions and sources of daw

i

Adult :eci;zieﬁzs {including teen custodial parents) born after 1972 are subject 1o the time limit
beginning in October 1996 (FY 1997). The cost estimistes assume about one third of the
States, representing 40 percent of the caseload, will implement the policy a year earlier than
required. This follows the pattern of State implementation under the Family Support Act.
I0BS spending on other portions of the caseload would continue as per current law,

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

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

The caseload numbers include modest treatment effects a5 a result of the new ryles,

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

The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities,
We assume that at a given point in time, 50 percent of the phased-in recipients are engaged in
activities which have cost.  For recipients with extensions, it iy assumed that everyone is
participating in 8 JOBS activity which costs the program money.

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

10
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The figures for JOBS participants and JOBS spending under current law are taken from the
bazeling 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 support on
the size of the caveload.

TFeen Case Management and JOBS-Prep Cost Estimates

|

The case management cost estimate presumes that 2t full implementation, sahanced case
management services would be provided to all teen parents under the age of 19 and receiving
asgistance, The percentage of teen parents receiving eomptehezzsiye Case management services
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in ?Ys
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 0o 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 sumber, a figure calculated using data from the
welfare-to-work demonstrations of the 1980s (San Diego I and Baltimore Options).

The additional cost of comprebensive case management for teens is the difference between the
sost of providing enhanced case managsment to teen parents uader 19 and the cost of
delivering standard case management to the same population. The difference is roughly $560
per participant per year, in 1993 doliars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be pravided to 20 percent
of those in the JOBS-Prep program, As States currently serve only 16 percent of the non-
exempt caseload in the JOBS program, it is plausible 1o suppose that States will not serve a
significantly higher percentage of persons in the JOBS-Prep program. We do not know what
services States will provide dusing the JOBS-Prep program (candidates include parenting skills
classes, life skills training and substance abuse treatment), S0 arriving at a cost per participant
figure for the program is difficult

For purposes of the estimate, we assame that States will oot provide services such as
vocational rehabilitation in the JOBS-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 disabilities, although most mothers of children under one do sot.
The cost estimates assume that a fairly intensive ievel of case management would be required
for a small percentage of persong in this program,

The cost per JOBS-Prep participant figure represents a level of case management raore
intensive than that in the current JOBS program but not as intensive as the Jevel provided in
the Teen Parent Demonstration, The sumber is arrived at by multiplying the Teen Parent
Demonstration case management figure by 75,

H
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Child Care Estirnates

1.

These estimates reflect the child care costs assotiated with the phase-in assumptions deseribed
above under JOBS and WORK.

This estizoate 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 rulss,

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

We sssume that approximately 40 percent df all AFDC families participating in JOBS and
WORK will use paid child care, .

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

Our working poor estimate represents 2 phase-in of a capped entitlement w 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 & million non-AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need child care because of their parenis’ 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 2 Stafe option policy where States representing 33 percent of the sffected
caseload adopt 4 cap for benefits for new children.

It is assumed that States would reduce the monthly benefit by 363 for each child (after the

first} born while the mother was receiving AFDC. 1 is 2lso assumed that States would have
fittle success identifying childrea born on AFDC during previous spells of welfare receipt.

i2
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TABLE 1.--PRELIMINARY COST ESTIMATES (FEDERAL AND STATE) (F& . ﬂ%
FOR A DRAFT WELFARE REFORM PROPOSAL
{By fiscal year, in miliong of dollars)

Yoar
1895 1996 1987 1998 1999 Tetal
PARENTAL RESDBONSIBILITY
Pravention Package G A0y 140} {45) (45) (7
Twa-Parent Provisians 1] g 400 800 00 1,800
Chilg Support Enforemant
Patornity Establishment (Net} g {an) 2003 {300) (450 {1,035}
Enforooment iNet) 130 70 82 {3003 (5003 {340)
Computer Costs o {80 250 250 300 1,600
Non-Custodisl Parent Provisions ] 30 8% 126 164 440
Access Grarts and Parenting Demonsirations 20 a8 30 3G 30 135
Child Support Assurance Demonstrations t o T4 200 280 830
SUBTOYTAL, CSE 256G 163 280 & g 550
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS - Prep g 20 85 8o 70 205
Additional JOBS Spending & Vi 850 1,620 1,070 3,210
WORK Program 4] O & 170 750 860
Additional Child Care for JOBSMWORK ¢ 250 7050 1%t gen 2750
Transitional Child Care g &5 250 328 340 1,660
Enhanced Teen Case Managerment g 3 L 108 114 335
Economic Development G 4 WO 00 00 300
$avings - Caseload Feduction G a4y . 50y & 0y {190}
SUBTOTAL, JOBS/WORK ¢ 648 1,998 2,580 3,390 8580
MAKING WORK PAY
Working Poor Child Care 0 165 1,185 1,310 1,450 4,300
Advance EITC G a & G g g
GRAND TOTAL 250 Q60 3,820 4,420 5,410 14,860
Additional JOBS Participants {in thousands) 0 123 374 435 444 NA
WORK Participants {in thousands) 0 0 0 33 147 N&
ABDENDUM
No Additional Bensfits for Additional Chilgren (40) {100) (120) (160 (160} {580)

Source: ASPE Staff Calvulations
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THE TRANSITIONAL ASSISTANCE PROGRAM

Perhaps the most critical and difficult goal of wellare reform is to reshape the very mission of the J
current support system front one focassed on writing checks to one focussed on work, ¥
opporiunity, and responsibility. The Working Group proposal calls for replacing the AFDC

program with a4 pew Transitional Assistance Program {TAP}. The TAP program includes four

key elements: full participation, education and training, time-limits, and work,

L Full Participation--Everyone who wishes TAP cash support wiil be expected to do
something to help themselves and their community. Everyone has something to-
contribute. Evervone has a responsibility to move toward work and independence.

s

. Training, Education, and Placementi (the JOBS pmgram}-@ will b Tfowsg y
expanding and 1 zmprovmg JOBS program which provides the tramning, education; and
placement services as developed under the Family Support Act. The clear focus of public
assistance will be to help people move quickly from welfare to work and to place them in
jobs where they can support themselves and their families. Every aspect of the program
will emphasize private placements and work. The services will focus on using existing
JTPA, 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 long before the two years is up, but
two vears will be the maximum period for the receipt of cash aid by people able to work.
In a limited number of cases, extensions to complete an educational program will be
" granted. The time limt 13 2 hifetime limit, though reciptents could earn hack some
addittonal time for time they are off welfare,

» Work (the WORK program}~Those persons who have still been unable to find work at

’ * the end of two years, will be required to' work.” As many - people as possible will be piaced -
in private sector positions, others 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,

K
Everyone who seeks welfare (AFDC) will nm*zmétatel} undergo an ge@smm Based on this > m\
asgessment, most persons will immediately be placed in the JOBS pl"ﬁgram A sirategy will be

developed by a 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 placement, and states will ,
have the option of requiring immediate m search for all persons. Where needed, the JOBS POT “""“*‘5“{’»

| wwa«“fw#& )fk AreiH
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program will help recipients gain a{:{:css to education and training programs they need in order to
find an appropriate job, ﬁd&a{zoa and fraining services will be coordinated with and ofien
provided through mainstream state and federal programs open to both welfare and non-welfare
recipients. Recipients who fatl to comply with their JOBS program will be sanctioned.

Most recipients are expected to find work through the JOBS program, JOBS program benefits
will normally be lirnited to two years, After that time, those persons still on welfare would be
required to enter the WORK program. Those in 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 still needing aid after two years
would be placed in jobs where they will be paid for the work they do. The work should bring
benelits to the community and dignity to the worker. But they will not be designed to become
long-term subsidized jobs. Various incentives will be used to eacourage people to take
unsubsidized private jobs as soon as they can find them,

A fimited number of persons will be put into 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 imclude persons who have a disability which hmits ,Ls&-»*
work, those who are required at home to care for a severely disabled child or relative, and persons Ag,«w?
of advanced age. It might also include mothers with very young children, While persons are in ’
JOBS.Prep status, time-limits would pot 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 & broader set of activities than those in the JOBS program. Everyone getting aid will have

responsibilities and opportunities.

H ord
Six key questions need to be addressed in designing the TAP program b (.L"‘“,““’

L Focug and Phase-In How qwckiy should the reforms be phased i and who should be
targatcd :mtlaily"

+

. QPat‘t«tnme work~How should people who work part time be treated in the TAP program‘?
In particular, should part-time workers face additional participation and work
requirements and be subject to time-limits?

L4 JOBS.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 of persons in
the JOBS-Prep program?

L JOBS Extensions--Who should be granted extensions under the JOBS program? What
Hmits, if any, should be put on the nurnber of extensions allowed?
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. Work for Wages Versus Weork for Welfare--Should states be required to create jobs
paying wages winch are provided to those in the WORK program? Would states be
allowed to use CWEP iobs for all or part of the WORK placemenis? g

® The Hours of Work Required of WORK participants--How many hours should @&H 5
WORK participants be required to provide? Should states be aliowed or required to
supplement WORK earnings tn a work for wages program?

. Discouraging extended WORK participation--What 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 monihs? Should the total time people are allowed in the WORK program
be Hmited?

Focus and Phase-in

The ultimate mix of people in various parts of TAP depends on policy decisions. But as a starting
point, consider what would happen if we chose undertake the extremely ambitious task of
beginning TAP 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 alf those who
apply subseguently to meel the new requirements, In 1997, over 3 million people would be in the
mitial 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 program serves roughly 600,000 persons monthly. It is unimaginable that
states could move instantly to the larger scale implied by immediate implementation. Even if
resources were pleatifitl, such 2 massive and immediate expansion almost guarantees that the
JOBS program will be poorly administered with limited real content in many states. Facing the
need to serve millions of new JOBS dients and the prospect of substantial job creation, states are
*, hikely to do.the minimum'they can in the JOBS program. The JOBS program, which is essential |
16.moving people from welfare to work and to transforming the culture of welfare officés will not”
get the attention that is critical 1o this reform, The threat of WORK slots displacing existing -
public and private sector employees would be much greater with such a rapid build-up,

&
It seems essential t6 graduall ?i}as@ in the program, starfing with a subset of recipients. There
are & number of Wa"?s*ané ¢ould select a group to start with, The House Republican bill starts
with applicants (both new and retorning). This strategy has theobVious app@f changing the
rules initially for people who enter welfare rather than those who téme onWith different
expectations. But it raises serious uit?g&'&nis A person who had children before age 20 and
who had been on welfare for many years-wouldTace no time limit initially. Meanwhile ancther
person of the same age, with the same number of children, who had been married or had worked

3
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to stay off welfare, who suddenly needs support would be subject to time fimits. Having
reapplicants face time himits also creates very perverse incentives (0 stay on 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 & new set of rules. One might try focussing only on new applicants, but
since there is e reliable data on past welfare receipt, such a plan creates g virtually impossible
verification problem if people say they have been on welfare before.

One might also phase in by state. The costs fo the Federa! Government might be lower, since all

States would not be implementing the program at the same time, but the implementing States

would still have 1o grapple with the difficulties accompanying the sort of massive expansion in

JOBS services and WORK described above.

A

An attractive alternative is to focus on young people--such as those under 25 in 1995, liis the ¥

younger generation of actual and potential welfare recipients that are the source of greatest

concern, but also the group where there probably is the greatest hope of making a profound

difference. These are also the people likely to have the longest stays on welfare, in part because

E%ay_ e just beginning their stays. And one can then devote the energy and resources to trying to NO -
w the next generation, rather than spreading efforts so thin that little real help 15 provided, S d diF-

‘ _ pessay
One strategy would be to put all persons born in or after 1970 (under 26 in 1995) under the sy
transformed transitional support system. All persons of the same age and circumstance would {her

face the same rules regardless of when the started weifare. Such a system automatically phases in
since the fraction of those on welfare who were bom n or after 1970 increases with time. In
1993 such a plan-includes evervone on welfare who is under 26. Ten vears later, it includes
everyone who is under 36, For this cohort and all who follow, the welfare system is transformed.
If we successfully 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 zew resources would be focussed on young people.

The number of persons served under such a strategy is as follows:
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TABLE]
PROJECTED CASELOADS UNDER PROGRAM FOR
OCTOBER 1996 IMPLEMENTATION FOR PERSONS BORN IN OR AFTER 1970

kY 1897 FY 1999 Fy 2004

Projected Adult Cases With Parent 1.26 million | 169 million | 2.77 million
Born After 1970 Without Reform
Off Welfare with Reform
(health reform after 1999, child 06 milkion 13 million .66 million
care, JOBS, WORK, etc.)

TAP Participants 1,26 million | 1.56 million | 2.11 willien
Working While on Welfare 160 million .14 million 18 million
JOBS participants 79 million .94 mitlion .86 million
WORK participants .00 million .14 million 62 million
JOBS-Prep--disability 11 million .12 mitlion .16 million
JOBS-Prep--severely disabled child 06 mitlion .06 million .08 million

JOBS-Prep--caring for child under 1 16 million 19 million 24 miilion

The table Hllustrates 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 that most people on weifare who start the program in 1997 wili not hit
the limit in 1990, Many leave welfare and npever hit the imit.  Others cycle on and off welfare and
accumulate 24 months of receipt over 1 4 or 5 year period, [n addition, as a result of the program
and other reforms (health reform, child care for the working poor) people leave welfare who

* Numbers for 2004 are subject to considerable error, since 1t is difficult to make caseload
projections or to determineg the impact of the WORK reguirements on behavior,

5
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would otherwise have been on it and more people choose 1o work while on welfare. The

projected caseload numbers without reform grow rapidly because a larger and larger portion of
the casetoad will have been born after 1970, In 1957, roughly 30% of the projected caseload is in

this group. By 2004, more than 50% are ncluded.

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

Cost Element

Grosy and Net Costs of TAP Under Qctober 1996 Implementation for Porsons
Born After 1970--Combined State and Federal Costs

1995-199%

2004

JOBS training/education $xx.x billion $x.x billion
WORK program job development $x.x billion $x.x billion
JOBS/WORK program child care $x.x billion $x.x billion

Total Grass Cost

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

$xx.x hillion

-%x.x billien

$x.x billion

-3x%.x billion

Total Net Cast

Sxx.x billion

$x.x billion

A decision to focus on young people initially in no way precludes adding all or part of the rest of
the population to the program at any time. States could be given the option of doing so. Ifind
or § ygars time, the prog,ram is working well and it is Feamble to expand capamty we can do so at

that time.

C T

Qf course other types of phase-iwfzargcting strategies could be used, One could focus on people

who are younger and get smaller numbers. Or one could start with 2 group that included

somewhat older persons (perhaps all those born afler 1965), or add new apphicants 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 fundamentally
change the sysiem and help people help themselves,

JOBS-Prep Rules
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Any policy where work is required and time-limits snposed must take account of differences in
the ability to work. People who are permanently disabled and thus are unable to work for at Jeast
one year are supposed to be covered under the Supplemental Security Income (881 Program.
But some disabilities and most illnesses, even severe ones, last less than a vear. Many other
people suffer partial disabilities that timit their ability to work. Sometimes a parent is needed to
care for a severely disabled child. There are admittedly also persons who, for a variety of reasons,
have great difficulty coping with the day-to-day challenges of parenting and survival in what are
often highly stressful environments,

One solution would be to simply defer a significant number of persons from participation
requirements. But having large numbers of complete deferrals can interfere with the goat 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 expectations, 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, immediate work or training may not be
appropriate.

One very intriguing formulation has been proposed by the Amernican Public Welfare Association,
They suggested creation of a *JOBS-Prep” program wherg everyone would be expected to do
something to contribute to themselves and their conmunity, but until they reached a certain stage,
expectations would be different from those facing people in the time-himited {raining and ¢ash aid
program. We have adopted this formulation with our JOBS-Prep program.

Th@e of JOBS-Prep is appealmg, for it establishes the expectation that eventually
most people-in ‘the group will be able to join the regular JOBS program. But who should be

placed in 1 JORS-Prep status? Virtually everyone seems to agree that persons of advanced age
{over 60}, wath severe disabilities themselves, or who are caring for a severely disabled child
should be deferred. But the question of how far along the continuum of disability the line should
be drawn is difficult, .

A somewhat different set of problems is posed by the mothers of very young children. Should all
mathers with (healthy) children be expected to work? The Family Support Act exempted mothers
with children under the age of 3 from mandatory education, traming or work expectations. States
had the option of requiring participation of mothers with children over the age of 1 if they chose .
to do so. X states have elected this stricter option.

Obviousty the more people who are put into a JOBS-Prep program and not immediately subject
to a time limit, the fewer people will be in the JOBS and WORK programs. It is estimated that
the following percentage of the current caseload would be in YOB3-Prep under different policies;

7
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[Note: Numbers are not final],

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

Option B: Tase head 15 60 years or over, case head has disability which Bmits work, or child with
severe disability -« 15%

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

Option D: Option B, plus cases with child under 3 years in the household or woman in the final
trimester of pregnancy. Children conceived while the mother is on welfare would qualify
the mother for only 4 months of JOBS.-Prep.~-45%

Option D is essentially the strategy used in the Family Support Act, though states have the option
of adopting Option C now. (Few have done s0.} The Working Group recommends selecting
Option €, and that option is the one used in all the estimates in this document.

It is easy (o0 determine the age of youngest child, but difficult to determine exact rules regarding
dizability, illness, and the need to care for a relative. Rather than set up elaborate Federal rules for
defining ability to work and then anditing performance, Working 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 of the youngest ¢hild, while providing gnidance as to who should

be placed in the program. That cap could be set at s%.

Extensions

A related, but conceptually distinct question is that of extensions. Two-years is not enough time -
to complete some educational programs. In some cases, persons may be so educationally )
disadvantaged that they are unable to even complete high school or gain 8 GED within two years,
In other cases, persons seeking post secondary education including a four year college degree
would need more than two years to complete their education. Some programs such as the school-
to-work program invelve both & period 1o finish high school and an additional year of training.

There seems hitle disagreement that persons who are making satisfactory progress toward the
completion of their GED or high schoal degree should be granted extensions, Similarly, persons
in School-to-Work or similar programs should be encouraged to continue their education. There
are athers who may need more time to get adequate schocling, Persons with language difficulties
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may need 10 learn English before they can complete a GED or get additional training.

The controversial question is whether persons should be able to receive full welfare benefits while
they go on to complete a four year college degres. Those who favor such 3 proposal emphasize

that the only way to & truly secure future off of welfare is an excellent education. Pushing people
into lower paying jobs which do not offer high enough pay or upward mobility may be counter-
productive, Those who oppose extensions to complete a four-year college note that only one- | 7
quarter of high school graduates, and among welfare recipients the fraction is much lower, 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 35[&
There 15 also a congern that single parents would actually have greater access to economic OQ\""\?
support for higher education than persons who did not become single parents. A partial

resolution 1o this dilemma may emerge if part-time work fulfills the work obligation, In those @&«Q’f

circumstances, persons working part time and schooling part time would continue to be eligible WM
for some supplemental cash support in most states.

Just as in the previous case, staff recommend that 2 fixed percentage be selected as a cap on
extensions. The current proposal allows states to use extensions for persons comgpleting their
GED, completing a structured School-to-Work or similar learning program, persons needing to
overcome a language barrier and other reasons. States could alse opt 1o use extensions for
persons in post-secondary education, especially persans in work-study programs.  Staff believe
that a figure of 10% of the total TAP caseload will offer sufficient extensions in most cases.
States could apply.to the Secretary for additional extensions as & state plan amendment if they can
demonstrate their caseload is very different from that in the nation as a whaole or if they have
developed an alternative program which ts structured in 2 way that additional extensions are
required.

Work for Wages Versus Work for Wellare

~ Unquestionably the bardest part of designing 8 time-limited wellare system is-designing the work
program after the time-limit is reached. Much of the energy is focused on making work pay,
collecting child support, and creating a first rate education, £mmng ard placement program in
order 1o keep the number of persons reaching the time-himt to & mimmum, Before the end of the
time-limit alf persons wili be required to engage in 2 period of intensive job search. Some will hit
the time-limit nonetheless, and a work opportunity must be provided.

The first and most visible choice in the WORK program mvolves work for wages versus work for
welfare, Under 8 work for 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
pringiple they go from being a "recipient” to a worker, In a work for welfare plan, the person

9
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continues 1o receive a welfare check, and s required to work at a designated community service
job. Persons who fail to report for work or who perform poorly can be sanctioned with reduced
welfare benefits, 50 long as the state can establish their poor performance was not for 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. 1t provides a paycheck instead of a welfare check. 1t is seen as providing &
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-for-wages model. The question
is whether to allow states to use a work-for-welfare model if they choose, Thus the real issue is
how much flexibility to allow the states in deciding which model to adopt.

Those who argue for state flexibility on this issue point to two major concermns: implementation
and recipient profection. A work program of this type for this population hag never been
mounted in this country, and though the Worlang Group has worked hard to resolve as many
issues as possible, some guestions cannot be resclved without more experience. As discussed
below, the Working Group recommends a very flexible work for wages program with
considerabie state and local flexibility over the use of funds to create work slofs. Many of the
details are quite consciously lefl to the States and to local communities, which know their own
needs and opportunities best. Communities will have to set up 8 whole new system for linking
with the private sector, determining how and how much organizations who empia:zy the work

program recipients will be paid, resolving disputes, determining how placements will be made, and |

monitoring performance. There are also difficult questions involving worker protection. What
happens if a worker is sick, or if their child is sick? What happens if the adult simply fails to show
up for work repeatedly? What if the worker feels the workplace is dangerous or abusive? Issues
such as these will be discussed below, but we have limited real experience for deciding the
SRsWers. *

By contrast, work for welfare has been tried in various forms, Many states have experience with
it. The payment structure is easy; participants get a welfare check, And dispute resolution
involves the existing sanctioning and appeal process. States still have to find work sites, but
monitoring and worker protections may be less of a problem since the check continues to be paid
unless the state decides to begin a sanctioning process. The burden of performance shifis at least
partially to the state. Before the state can reduce the check i must establish that the persons
inappropriately viclated their obfigations. Such a test would never be met if a child was sick or
transportation broke down, Though few people liks the existing work-for-welfare programs
{usually called CWEP for Community Work Experience Program), #t is a known entity. Both the
Republican plan and the plan from the American Public Weltare Association called for CWEP
after two years, Throughout most of the rest of the plan, we have sought 1o give states as much
flexibility as possible is deciding how to implement the program,

10

§WM

ﬁ}:



COMPIBENIIAL DRAFT
Transitional Assistance Program T February 23, 1994

Those who wrge against allowing state flexibility in this area regard the implementation questions
as difficult, but surmountable, especially if the program imtially focusses on younger recipients.
They fear that if states are given the option of chaosing CWEP, most will and that will undermine
the goals and philosophy of this plan, States will be given enormous flexibility within the work
for wages model. And the number of work slots contemplated under the program targeted on
yaung people grows gradually, giving states the time they need 1o design and implement new
sysiems. Worse, work-for-welfare sends adverse messages to recipients, prospective employers,
and the public. CWEP slots are not perceived as "real jobs" by anyone. CWEP participants in
one of the best run programs {in San Diego) reported that they thought the work requirement was
fair, but they felt like they were working for free. There is hittle evidence that persons who go
through CWEP subsequently fare better in the workplace than people who were just on welfare,
And no wonder. Employers will probably never see CWEP experience as sertous work
experience. No regular job pays its employees regardless of when 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 hikely to be. Work-for-wages programs by
contrast can target private sector emplovers. Perhaps most importantly, without the
responsibilities of regular 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 delfineate the 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 on their
own contrasts sharply with a plan which calls for peaple to work off their welfare check afier 2
years. Most of the fraditional’ Democratic constituencies $ ongly favor work-for-wages. Unions
have vociferously opposed CWEP-and-have indicated thaf they will continue to do so. While they
are deeply concerned about 4 work-for-wages strategy as well, but there is room for negotiation
around such a plan. Most advocates for the poor and women strongly favor work-for-wages,
though they want some worker protect:ons built in and favor wages above the mintmum.

Part-time versus Full-time Wark Expectations ’ ‘
The TAP program focuses heavily on work, Persons carnot collect welfare benefits m:ieﬁmzeiy

withoul working. But what level of work should be expected? Everyone agrees that the ultimate ]

goal is independence, but what are the minimum work expectations? s part-time work sufficient
or should everyone be expected to work full-fime.

Allowing part-time 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 173 work full-time all year, and they have help from the second spouse.
Currently only 7% of aduli recipients work in a given month. Getting people working even part

i
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time perhaps should be seen a8 1 major accomphshment,

Second, part-tine work may serve as 4 stepping stone to both full-time work and 18 better paying
jobs. Given that so few mothers now work while on welfare, it is a natural starting point for the
more disadvantaged women. [t may be counterproductive in the long run to pull psople out of
part-time private sector work to put them into full-time WORK slots. Employers typically have a
strong preference for work experience in unsubsidized private jobs. And some of the parents
working part-time could conceivably spend other time getting further education and training in the
mainstrearn training sector. Part-time workers could attend training schools or colleges on a part-
time basis.

Finally the cost of mandating full-time work 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, if one required full-time work and guaranteed jobs at the end of two
years, one could be in the position of pulling parents out of unsubsidized private jobs to place
them in a subsidized community work program. Unless, stricter rules induced many part-time
workers to leave welfare entirely for full-time work, this would significantly increase the numhber
of WORK slots needed and the cost of providing 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 pari-time worker should not be allowed indefinitely worry that the TAP program
may become a work supplementation program. Some persons might remain on TAP for many
years while working part-time. If the ultimate goal is to move people completely off of welfare,
allowing people to mix work and welfare is sending a mixed message. Many parents cutside of
welfare feel they must work full time in support of their family.  Some mothers who might work
part-time and get supplemental welfure benefits might choose to leave wellare aizr}geiher if they
were forced to work full-time,

With these arguments as background, two related decisions must be made; how will 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
Cuonsider first the situation facing someone who is working pari-time at 2 minimum wage job. In
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most states, they would stil be eligible for some supplemental AFDC benefits. Currently only 7
percent of the caseload has reported carnings in any given month. There are indications that many
more than that work at some point during the period when they receive AFDC. Pant of the reason
80 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 chient 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 1o work.
And if the time-fimit clock was stopped in months where a person was working part-time, 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 periods of work, Persons would be entitled to any supplemental cash benefits if they
still qualify 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. Ifthe
person had exhausted their two-year intit in JOBS prior to working part-time, 20 hour per week
unsubsidized private 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 coflect supplemental aid indefinitely.

An alternative is to stop the clock only when some higher level of work is achieved, suchas 30 or
40 hours per week. Or one could allow part-time work 10 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 in the WORK program.

The exact impact of allowing part-time unsubsidized work to count as participation s hard to
determine. It could be very expensive and difficult to get everyone working full-time, And
because part-time workers would be expected to participate in other ways, such a decision is
likely to significantly increase the number of persons for whom WORK slois have to be gencrated.
In addition, if part-time workers {ose 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 full-

time unsubsidized work and leave welfare 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. If pari-fime work was not counted, and if we do not observe &
significant behavioral effect, by 2004, a total of 600,000 more people would have to be served in
the JOBS or WORK program for a TAP program reaching all recipients. Half that number would
need to be accommodated i young 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 fora
moment that a work-for-wages plan is chosen,

First, in low benefit states and for persons with non-welfare income, the hours of work per week
can be quite Jow. In Mississippi, a mother with two children would be required 1o work just 10
hours per week, hardly a praciical work experience. One solution is to set a minimum level of
work, say 15 hours per week. [T one pays the minimum wage for each hour worked, setting a
sintmum has the effect of increasmg the amount WORK participants get relative to people on
welfare. One could count food stamps benefits as pant of what iz worked off, but that leads 1o
serions issues of equity and admimstrative complexity, since recipients in some states will 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 {0 eamn
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 much income as those who are not
working wha 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 CWEP hours are
determined by dividing the benefit by the minimum wage, as described above. Implicit subsidies
are also an issue in a CWEP structure, but what is wage and what is supplement is less obvious.

The Working Cﬂoum recommend giving states the option of setting work hours
between say 1§ and 35 hours.according to whatever criterion they choose, so long as the at least
minimum wage is paid for ¢ach hour. If the expected eamings (less work expenses) are less than
the amount the person would have collected on welfare, then the state would have o provide a
supplemental work payment. Note that in the median state (Pennsylvania), a woman would need
1o work 29 hours to receive as much income as on welfare. If every state chose 20 hours of
work, most states would need to supplement earnings somewhat. If every state chose to assign
the number of hours needed to veach the welfare benefit up to 35 hours, roughly x states would
need to supplement the WORK carnings for g family of three. Allowing states the option to
assign pari-time work to at least some recipients and to supplement the earnings is most
compatible with a plan to allow persons n unsubsidized part-time work to collect whatever
supplementary benefits they qualify for, In effect this plan would aliow states to choose whether
TAP could be used as a work supplement for part-time workers or as a raechanism for pushing
people off of welfare and into fuli-time work.

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

Discouraging extended WORK participation

i4
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: CONFIDBNFFAL DRAFT :
Trangitional Assistance Program s February 23, 1994
WORK program jobs are not intended to substitute for or displace private sector placements.
Rather they are designed 10 provide temporary last resort work after the time-limit hag 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 1o place people into unsubsidized work.

There are various ways in which a WORK program can be designed in order to discourage or
prevent extended participation. These include: limits on the duration of each mdividual 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.

tittla rizsagreemem that individual WORK placements ought to be llmlted in duration to perhaps
12 months. This limitation is designed to prevent participants from becoming attached to
particular subsidized jobs. Of course, there will be strong encouragement and incentives for
employers to retain WORK workers in unsubsidized positions at the end of 12 months. Before
and after gach WORK assignment, job search would be required.

not eschew pm ate sector jobs for WORK posmons is to make certain that any private se»:zter
position pays beteer than a WORK job. Though there are various mechanisms fir accomplishing
this, one of the easiest is to deny the EITC 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 will be some administrative complexity to treating earnings
received while 8 WORK participant are not treated the same as other earnings.

Current cost estimates assume a relatively modest effect of denying the EITC to WORK
participants because there are no reliable estimates of how much difference it would make to deny
the EITC to WORK participants. But independent economic simulation models suggest
potentially large effects, for private sector jobs would then pay up to 40% more than WORK slots
{the EITC is efiectively a 40% pay raise for persons with two children).

Unions and many advocates for the poor argue that if persons are being expeciad to work in real
jobs they cught 1o receive the same benefits as other workers. They believe that limits on the
duration of WORK assigninents and frequent job search will lead people to move toward private
wark without the need for special “penalties” for WORK workers.

Requiring acceptance of gnv private sector job offer: WORK program participants could be
required to accept any unsubsidized iob offer or be denied 2 WORK job for several months. After
two refusals, the person might be denied 2 WORK indefinitely. Some advocates for the poor
argue that such provisions are unnecessary, hard to administer, and potentially vofair, espectally if
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the EITC is denied 10 WORK waorkers.

e Lot 1) - sram: The most controversikl way to hmit
‘%’ORK parthpatton is m time izmzz WORK, just as wclfare is time-limited, Those who favor
timiting WORK assignments to 2 or 3 years argue that other persons 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 is seen by some as
creating a work entitlement that may become 25 unpopular as welfare did.

Moreover, especially if full 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 duration of WORK assignments.

The big problem with limiting the WORK durations is deciding what to do when participants hit
the WORK limit. One strategy would be to end or dramatically reduce cash assistance altogether,
perhaps offering some form of additional housing aid. Another plan would b to let WORK
exhaustees retumn to cash assistance, perhaps with a lower benefit. Such a strategy would ensure
that WORK slots are preserved for those first hitting the time limit. One need not require states
to limit WORK sassignments, one might provide the fiexibility to do so. The Republican plan does
allow states to terminate of 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 participants are denied the EITC. If all previous WORK limiting provisions
are adopted, anyone still eligible for s WORK assignment afier say 2 or I years will have
successfully met all WORK requirements in several different placements, been through 3 or 4
intensive private sector 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 of WORK tine-limits argue that such people are most likely
people who genuinely cannot find any private sector employment either because they five ina
weak labor market, or because 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, potentially
puiting the family in a desperste position with a serious risk of homelessness ar family crises.
Virtually none of these 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 of denying support t©
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persons whe had 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 stict 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 as
they stay on welfare today, a limit on WORK placements would reduce the number of required
WORK slots by 50 percent. If cash benefits were not available (o 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. Unforiunately we have no
mformation on the extent to which extended stays on WORK will be a problem, nor any
understanding of what the reasons for extended stays would be. The issue could be revisited in
Iater 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 a *
contain controversial policy questions:

Administration: States are required to develop a WORK plan for joint approval by the Secretaries
of HHS 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 advisory panel must approve the WORK plan,

Funding: For each WORK placement: states would receive o flat amount for administrative costs
and would be reimbursed for expected eamings (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 unsubsidized work.
Additional monies or a higher match would be available to states in times of recession.

Placements: Placements in private sector establishments would be strongly preferred. States
would be free to negotiate contracts with private companies, placement services, community
organizations, 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 emiplover.

[Could talk about child care, other government programs ala HUD, eic]

National 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 2 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 activitiss. -

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

*Hours: Hours are set by the state, minimum 15 hours, maximum 35, States are free to use
whatever criterion they choose in deciding upon hours so long as each hour of work is paid, Two
palicy 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, Working Conditions, and 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 elements among unions, Unions would like explicit language indicating that total
compensation {including any subsidized child care and other benefits) paid to the worker would
have to be similar to that paid workers of comparable experience and skills 11 the same job. Ata
minimum, unions would like a provision allowing a veto over the placement of a WORK recipient
into a bargaining unit unless compensation s 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 cages
where a new organization or establishment is being formed to employ WORK participants,
Workers compeangation 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. .

Supplementary Support: If expected earnings net of work expenses in the WORK programare -
fess than would have been received by a non-working family on cash assistance, the state will pay
the difference as a supplemental benefif, Note that such a supplemental benefit would nover be
higher than the supplement that would be paid uader TAP for someone with the same carnings in

a private sector job,

determining eligibility and benefits for other government programs, the following rules would
apply.
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» Food stamp, housing and other benefits would be caleulsted 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 sumber of hours assigned. No
tncreases in food stamps or supplementary benefits would occur i the person did not work
the required hours, provided he or she dld not have good cause {e.g., a serious iliness) for
the missed work,

. Eamings received under the WORK program would not be eligible for the EITC and
would not included in adjusted gross mcome for tax purposes, This provision is designed
fo 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 of the EITC.

LW nt requirements for private job search:
WORK slots are deszgneé to be wmfwz‘afy a%xia%;ie oniy 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 followed by 4 period of intensive private sector job search, unless
the employer agrees 1o take the person on as an unsubsidized worker {removing the person from
the WORK program).

*Required accentance of any private sector job pffer: WORK program participants could be
required to accept any unsubsidized job offer or be denied 2 WORK job for several months. After

two refusals, the person might be dented a WORK indefinitely.

Tracking of Placement 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 perform better. Ata
future date, the Secretary may impose retention or placement standards.

Returns 10 TAP: Persons who become temporarily ill or face a new major new impediment to
work may seek 10 be re-evaluaied and placed in the JOBS-Prep program until such time s the
state deems them ready to work, Persons in this status count against the imit 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 prograros and a reimbursed at 2 significantly reduced match.
Reduced match is waived in periods of high local unemployment.

i9



MAKING WORK PAY/CHILD 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 reform. 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
EITC. 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 4 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, however, 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 inequilable fo provide child care subsidies to one family
and (o deny them to another whose circumstances are identical except for the fact that the
first family is or has been on welfare.

The problem, of course, is the potential cost of extending subsidies te working poor families
who have never been on welfare. Expanding JOBS and creating WORK programs for
welfare secipients demand new resources for day care, which presumably must be provided
before new claims on resources can be cntentained. As noted in the last section, the
estimated costs of exteading day care to new JOBS and WORK participants are $1.1 billion
in 1999 and $2.7 billion for the five-year tofal. 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 sirategies.

Capped Entitlement: Full Service Level

If we genuinely want to make work pay, to make work more altractive than welfare, and ©
maintain equity between those who have and have not been on welfare, it i3 very important
that day care subsidies be available for the working poor independent of their prior welfarg
status. The ideal approach, if resources were no constraint, would be to guaraniee a day
care subsidy to all working poor families who needed it, with & 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. [ 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. [t may, therefore, be substantially underestimated. On the other hand,
experience to date suggests that actual day care usage 13 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 15 almost certainly unwise at this point to establish an uncapped entitlement
which could potentially become 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 33 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.

The most obvious way of structuring 2 capped entitiement to day care for the working poor,
whether at the full-service level or at a lower level, is o allot available funds to the Stales
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 sef 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 basis 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 entitiement could be alleviated. The question, therefore, is whether
there is 2 sub-group that could be targeted that makes sense programmatically and that could
be served with 2 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
atiractive features. It can be justificd 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
equily between welfare and non-welfare recipients. Evervone 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
that it denies services to older mothers simply on the basis of their birth date.  Focusing day
care subsidies on young mothers may send & wrong message about the desirability of Y/gs
deferving parenthood.
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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 Start

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 {,000,000 low-income children in
1999 will be served by Head Start.

Parental Choice and State Qversight

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 pnnciple 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 other 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.

Rates

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.

P rdination

Finally, there is agreement that day care programs and funding streams 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 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 1o 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 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, the majority of
whom will receive welfare at some point. Births to school-age unwed mothers are a special
and enduring tragedy. Too many children are not receiving financial support from both their
parents.  This too contributes to rates of welfare receipt that are much higher than we would
like,

Concern over the dramatic increases in out-of-wedlock births bas led some commentators to |
advocate strongly punitive solutions. The most extreme of these would cut off welfare for |
unwed mothers, a "curg” that might well have disastrous effects on the children of these / /\/O
mothers, increase the need for spending op foster care and orphanages, and almost certainly / ,
increase the &lready too high number ofiabortionsy At the other end of the spectrum, some / Vt\q .
e LA Mt e e - . .

advocate massive spending on comprehensive $ervices for high-risk youth, despite the l'
discouraging evidence on the effects on teen pregnancy from social services programs.

In contrast 1o both these approaches, we believe that the best prevention sirategy is one that
focuses on parental respongibility 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 yvoung
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 becoming a father. A girl who knows that young motherhood will not relieve her
of obligations 1o live at home and to go to school may come to prefer other opportunities.

The current welfare system sends very different messages, often letting fathers off the hook,
and expecting little from mothers. We hope and expeet that a reformed system that strongly
reinforces the responsibilities of both parents will prevent too-early parenthood. We know that
parental financial support can help keep families off welfare and that reinfercing parental
responsibility 15 the night thing to do.

Along with responsibility, though, we must support opportunity, Telling young people to be
. A Y s T T

responsible, without providing them the means tzixcrms&resmnmb ity and the hiope that

playing by the rules will lead to a betier life, is cruelly hypocritical. _Both our child support

proposals and our transitional assistance proposals are. designed15 offer opportunity to work

and prepare for work, built on the experience of effective programs.  Unfortunately, the

knowledge base for developing effective programs that prevent too-early parenthood by
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offering alternative hopeful futures is sadly lacking. Our strategy, therefore emphasizes
demonstrations and leamning,

Our approach has five components:

*  Child support enforcement

*  Responsibilities of minor mothers

*  Responsible family planning

»  Demonstrations of prevention approaches

s Supporting two-parent families,
Chitd Support Euforcement
The responsibilitics of both parents are emphasized in an approach to child support
enforcement that holds both parents responsible for supporting children. It makes 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 for those who become
parents. The child support enforcement reform proposal has three major elements:

» Establish awards in every case

* Ensure fair award lavels

*» Collect awards that are owed.

Qur 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 paternity establishment provisions
enacted as part of OBRA 1993, and expanding education and outreach efforts to stress that
having a child 15 a two-parent responsibility.

The proposal streamlines the legal process for establishing paternity, enabling States to
establish patersity much more quickly, This will be accomplished through an "up front®
cooperation requirement (prior to receipt of welfare benefits), clear responsibility for making
the cooperation and sanction determination (IV-D--not IV-A), and streamlining the legal
process.
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Under the proposal, paternity establishment requirements are strengthened significantly. First,
the responsibility for paternity establishment will be clearly 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 venfy the identity of the person named. {Good cause exceptions
would be granted only under narrow circumstances.} In turn, 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 tongh and strict in its approach to paternity establishment, it is
balanced and sensible. Applicants must meet the new stricier cooperation requirement prior 1o
the receipt of benefits, 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 esiablished prior to receipt
of benefits. Thus, the mother who bas done everything that can be expected of her is unfairly
penalized for the State’s 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 Levels

The proposal will 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 ability of the noncustodial parent to pay support. States must
establish simplified adminsstrative procedures to updale the awards.

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

Collect Awards that are Qwed

The proposal seeks to develop a child 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 paymenis and take appropriate enforcement actions immediately
when support payments are missed. Certain routine enforcement remedies will be imposed
administratively at the State level, thus taking advantage of compuiers and automation to
handie these routine enforcement measures using mass case-processing technigues. 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 o track parents across State lines, This will 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 Uniform Interstate Family Support Act {(UIFSA) and other
measures will make procedures in interstate cases more routine. In addition, the IRS role in
full collections, 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
noncustedial parents who otherwise find ways to avoid payment of their support obligations.
For instance, frequent and routine matches will be made against appropriate dats bases to find
location, asset, and income information on those who try to hide in order o 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 will employ performance based incentives to
reward States for good performance.

ISSUE: CHILD SUPPORT ENFORCEMENT 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 happens when little or no
money 13 collected from the noncustodial parent either because the child support enforcement
system is ingtfective, or because the absent parent is unable to contribute mush due to low
earnings? In that circumstance, a child support enforcement and assurance system would
guarantee that the custodial parent gets some insured level of child support, even when
collections from the abisent 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. Numerops State and national reform commissions {including the
National Commission ont Children) have called for demonstrations of this concept.

Proponents argue that child support enforcement and assurance will significantly 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 ecarnings plus child support
which will offer real security. CSEA is.not unlike unemployment insurance for intact
families. ‘When an absent parent becomes unemployed or cannot pay child support, the child
still has some prolection. And since CSEA 15 not income tested, there are no reporting
requirements, no welfare offices, not benefit offsets, no welfare stigma, Proponents also
sugpest that CSEA benefits be subtracted dollar for dollar from weifare payments. Thus a
woman on welfare is no better off with CS8EA, But if she goes to work, she can count on her
child support payments, thus the rewards to working 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 support 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 will 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 billion over 5 years to fund demonstrations itates. This
figure is the same as one proposed by Senator Dodd and others in recent legislative proposals.

ISSUE: ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NONCUSTODIAL PARENTS

Under the present system, the needs and concerns of noncustodial parents are often ignored. bl
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 capacity 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:

o 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 Comumission 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 whe can’t pay child supperi due o unemployment,
underernployment or other employability problems.

State option for mandatory work programs for non-custodial paremts. 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 programsg 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.

Responsibilities 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, o work and
prepare for work as a condition of receiving benefits, All young single parents secking
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 deserve special consideration.
This is a relatively small part of the caseload at any point in time but is a disproportionate
contributor to long-term dependency. We have four proposals that affect this group:

. Minor Mothers Live 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}. Parenial support could then be included in determining cash assistance
eligibility. Current AFDC rules permit minor mothers 1o 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 included this in their State plan. This proposal would make that 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 Qlder 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 s 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
GED 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 pational campaign against teen pregnancy. We propose that the President lead a

national campaign against teen pregnancy, involving the media, community
organizations, 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.

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 eamn more or receive more in child support without penaity 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 life-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,
health and education. Particular emphasis must be paid to the prevention of adelescent
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 live. 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

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

Two-Parent Estimates

t.

The costs for eliminating the special eligibility requirements for two-parent families is
based upon cstimates from the food stamp guality control data file. These estimates
were then adjusied for increased participation based on estimates from the MATH
model employed by Mathematica, Inc.

Child Support Enforcement Estimates

f.

The estimates for paternity establishment, enforcement, and computer costs are based
upon our best guess of how CBO will estimate the savings from these ¢hild 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.

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

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

Caseload Numbers and JOBS and WORK Estitnates

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

1.

Adult recipients (including teen custodial parents) bom in 1970 or later are subject to
the time limit beginning in October 1996 (FY 1987). The cost estimates assume
about one third of the States will implement the policy a year earhier than required.
This follows State implementations under the Family Support Act. JOBS spending on
other portions of the caseload would continue as per current law.

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

Parents who have a child under one {or under 4 months, 1f conceived after the initial
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 participation in the JOBR and
WORK programs, As of FY 1999, about 23 percent of the phased-in caseload is
deferred.

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



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

The cost estimate assumes that all non-deferred phased-in recipients are engaged in
activities. We assume that at 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.

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

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

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

Teen Case Management 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-to-work demonstrations of the 1980s (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 case management to the same population. The
difference is roughly $560 per participant, in 1993 dollars.

The JOBS-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 referral 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 Estimates

1.

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

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.

This estimate 1S based upon baseline spending for the Head Start program and
therefore does not account for the additional children who will be served by Head
Start when it expands. This follows conventional CBO scoring rules.

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

We assume that approximately 40 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.

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,

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.



Bruce Reed

WELFARE REFORM ISSUE PAPER

Prepared for February 26, 1994
Méeting of the Working Group on
Welfare Reform, Family Support and Independence



T : Bruce Reed
CONFIDENTIAL DRAFT--For Discussion Only
PR
WELFARE REFORM ISSUE PAPER
TABLE OF CONTENTS
LSS ARY L i i e e e e e e e e e 2
INTRODUCTION ... . i ittt i et ear s oncccranas 4
A. MAJORTHEMES .. .. . i it sotnrarasaeusanans 4
B. ISSUESTOBERESOLVED |, ., .. ...ttt s cricraacnannn &
TABLE OF PRELIMINARY COST ESTIMATES FOR A HYPOTHETICAL .
WELFARE REFORM PROPOSAL . . .ot it iir i s rocrsaneronsnasaranenas 7
BACKGROUND INFORMATION ON THE AFDC PROGRAM .. e 8
TRANSITIONAL ASSISTANCEFOLIOWEDBY WORK . .. .. .. S 10
A, KEY ELEMENTS ... it it i it tntasacnnscnnnsan 10
B. KEY QUESTIONS L .t i i i e e n s e en i cnns 11
C. INDIVIDUAL ECONOMIC DEVELOPMENT | ... ... v e 23
D, ADDENDUM: EXPANDED JOBS ARD TIME-LIMITED CASH ASSISTANCE
PROGRAMDESIGN ... . i it i vt o i 24
E. ADDENDUM: WORK-FOR-WAGES PROGRAMDESION . ............ 26
MAKINGWORK PAYICHILD CARE . . ... . . i i i e e e rnnes 29
A. BUILDING BLOCKS: EITC AND HEALTH REFORM ..., ............ 29
B. ISSUE: HOW MUCH CHILD CARE AND FOR WHOM? , ... ... ........ 29
C QUALITY AND COORDINATIONISSUES ... .. o it ir cna e K3
PROMOTING PARENTAL RESPONSIBILITY AND PREVENTING TEEN PREGNANCY ...33
A CHILD SUPPORT ENFORCEMENT ...\ rrinnnnaronnareens, 34
" B. RESPONSIBILITIES OF SCHOOL-AGE PARENTS . ... . ... .. ... ... .. 37
C. ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLARNING ., ... .. ... 38
D. LEARNING FROM PREVENTION APPROACHES THAT PROMOTE
RESPONSIBILITY ... .. i i it titsaraaasancnvrnsonas 39
E. SUPPORTING TWO-PARENT FAMILIES ., . . ... .. ... .. .. ccusne.. 40
APPENDIX: ENDNOTES TO TABLE 1 . . ... ... it i it ensnennnns 41



A Bruce Reed

™

CONFIPENTHAL DRAFT--For Discussion Only
GLOSSARY

AFDC - Aid to Families with Dependent Children program: The primary welfuare program,
which provides cash assistance to needy families with dependent children that have been deprived of
parental support.

CSE —~ Child Support Enforcement program: This program provides Federal matching funds to
enforce the support obligations of absent parents 1o their children and spouse or former spouse,
locate absent parents, and to establish paternity and support orders, States must provide child suppont
enforcement services to persons receiving AFPDC, Medicaid, and Title IV-E foster care benefils.

CSEA ~ Child Support Enforcement and Assurance: A system designed to guarantee that
custodial parenits get some assurad level of child support, even when the absent parent fails to pay.

CWEP — Community Work Experience Program: This is a JOBS program activity which States
can, but are not reguired to, make available 1o JOBS participants. CWEP provides experience and
training for individuals not otherwise able to obtain employment. The raguired number of CWEP
hours can be ne greater than the AFDC benefit divided by the higher of Federal or State minimum

wage.

_EITC «~ Earned Income Tax Credit program: A tax credit that targets tax relief to working low-

income taxpayers with children, to provide relief from the Sacial Security payroll tax (FICA) and to
improve incentives to work,

FSP - Food Stamp Program: A national program designed primarily to increase the food
purchasiag power of gligible low-income households 1 a point where they can buy a putritionally
adeguate, low—cost diet. Eligible households receive food stamp benefits on 2 monthly basis in the
form of coupons that are accepted at most retail grocery stores.

JOBS — Job Opportunities and Basic Skills Training Program: The work, education, and
traiving program for AFDC recipients, In a greatly expanded form, this program would be the
central focus of the Adm‘inistratiop‘s reformed system.

JOBS-Prep: The program proposed for persons not yet able te work or enter JOBS. Persons in this
program, including mothers with very young children, will be expected 10 do something to contribute
10 themselves and their community, While in JOBS-Prep, they would not be subject to the time Himit,

JTPA ~ Job Training Partrership Act program: The goal of this Department of Labor block grant
program is to train or retrain and place eligible individuals in permanent, unsubsidized employment,
preferably in the private sector. Eligible individuals are primarily economically disadvantaged
individuals.

Healthy Start: Healthy Start is 4 demonstration project designed to reduce infant mortality by 50%
over 5 years in 15 US. communitizs with exteemely high infant mortality rates. Medical and social
service providers within the targeted communities work collaboratively to develop new and innovative
service delivery systems t0 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 role is to guide and overses
the direction of JTPA employment and training programs. PICs are responsible for providing policy
guidance in partnership with local governments.

School-to-Work Initiative: The pending School-to-Work Opportunities Act of 1993 would provide
States and local communities with sesd money to develop and implement systems to help youth make
an effective transition from school to career-oriented work, The program would be designad and
admintstered 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 grams are provided 10 State agencies for family
planning services including contraceptive services, infertility services and special services (0 adoles-
cents,

Transitional Assistance Program: The Administration’s proposed two-year limit cash assistance
program for neady families with dependent children.

UIFSA ~ Uniform Interstate Family Support Act: A model law which, if adopted, would make
State laws uniform and simplify the processing of child support actions which involve parenis who
live in different States,

WIB —~ Workforce Investment Board: A body 1o be created at the Federal lovel which would be
responsible for serving as a "Board of Directors™ for workforce development programs in a labor
market. The Workforce Investment Board would provide policy oversight and strategic planning for
Department of Labor-funded and other training programs in an area, The majority of the Workforce
Investment Board would be composed of employers, but the boards would also be required to have
labor, public sector and community representation, - The WIB is intended {0 subsume the Private
Industry Council at the local fevel {although a PIC that met the criteria could become the Workforce
Investment Board).

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

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 résponsibility.

The current system pays cash when people lack adequate means o provide for their families. We
propose a new vision aimed at helping people regain the means of supporting themselves and at
holding people responsible for themsslves 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 abie to
support them. Tt signals that parents—both parents—-have responsibilities to support their chitdren, It
gives people access to the training they need, but also expects work in return. J Jimits cash
assistance 10 two years, and then requires work, preferably in the private sector, but in community
service jobs if necessary. Most imponantly, it requires changing the culture of welfare offices,
gesting 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 suppont
to struggling families. To achieve this vision, the plas has four main elements.

MAJOR THEMES
Transitional Assistance Followed by Work

» Full partivipation. Evervone who receives cash support is expsctsd 10 do something to help
themselves and their community. The requirement applies to those who are preparing
themselvas for work, to those who are past the time [imit, and to thoge who are currently not
ready to work,. Those who are unable to work due {o disability or other reasons will be
expected to do something for themselves or their coramunity, but will not be subject to time
Himits until they are ready to engage in training, education or employment services.

(<
08 Wu

' eluca ent services : prami,. AS 007 25 people
begm recewmg publtc assistance, they wzzi s&gx; a pemzxai zmgezzsi%iizty contract and
develop an employability plan to move them info work as quickly as possible. Many
will get jobs quickly—in weeks or months—-gfter 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 ITPA, School-to-Work and vocational education.

¢ Time limits, People who are able to work will 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 2 szitezi number
of cases.

e exhaus ot {the WORK program),  Those people
who are szzii nzzabie o fimﬁ 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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work-for-<eages jobs, The program will be designed to favor unsubsidized work and
10 ensure that subsidized jobs are short-term and ton-displacing.

Making Work Pay

Health care reform, An essential part of moving people from weifare o work 18 ensuring tha
working persons get health protection. The current system keeps people from leaving welfare
for fear of losing their health insurance,

: 10 ' e 1ng A3 it (EITC). The expanded EITC
maims zi ;mssabie for Zew-wage workers to suppon their families above poverty.
Efforts will he made to help families receive the EITC on a regular basis.

Child care for the working poor, In addition ta ensuring ¢hikd care for participants in
the transitional assistance program and for those who transition off welfare, child cire
subsidies will be made available to low-income working families who have never been
an welfare but for whom assistance is essential to enable them to remain in the
workforce and off welfare,

Parental Responsibility

The child support enforcement system will be

strengthenad toensurc 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.

mezizm wéi receive speciaz CESE maaagement services md wﬁi be mqulred to live at
home and stay in school to receive incoms 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,

; ilies, We will provide better support for two-parent
famll is by eiiminating or raducmg the current bias i the welfare gystem in which two-parent
families are subject to more stringent eligibility rules than single-parent families.

Refnventing Government Assistance

admm:stratz% and mguiatory program structures of AFDC and Food Stamps th! be rede-
signed $o simplify and coordinate rules and to encourage work, family formation and asse
accumudation.

ange-ba em, In addition to incentives for clients, incentives will be
dﬁtgnad © hrmg sb(xxt a systemic change in the culture of welfare offices with an
emphasis on work and performance.
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ISSUES TO BE RESOLVED

This paper lays out the major anresolvad issues that need o 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 cemaining issues discussad, (The details of the fourth element~Reinventing
Government Assistance—will be addrassed later in 3 separate paper. We anticipate that changes will
be cost neutral for that part of the proposal, so they will not affect cost astimates or financing neads.)

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

¢ The scale and phase-in of the reformed welfare system~Should we seek to bring in all
persons guickly, or should we initially target our resources to sub-groups, such as niew
applicants or the youngest third of the caseload?

» The struciure and requirements of the WORK program for people who have exceeded
the time Hmit—-After 3 person hits the time limit, should we mandate States to provide a job
which pays an hotrly wage, or sheuld we allow States to continue paying a welfare check
while requiring work ag a condition of receipt? How many hours of work should be
required? What methods should we use 10 minimize long-term participation in this work
program?

» The levet 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 targetod?

o Financing--What meagures should be used to finance the welfars reform package? How
should the burden be shared betweon Staies and the Federal government?

Financing is not discussed in this -papat.

To provide a sense of the scale of a program and the cost of particular elements, we have craated a
hypothetical proposal. The actual cost of the program will differ depending on what decisions are
made ghout the issues identified above. [n the remainder of the document, we will refer to this
hypothetical baseline 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.



: TABLE 1.--PRELIMINARY COST ESTIMATES (FEDERAL AND STATEQ
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL ruce Reed
(By fiscal year, in millions of dollars)

5-Year
1995 1996 1997 1998 1999 Total
PARENTAL RESPONSIBILITY
Minor Mothers o {45) (50) (50) {50) {195)
Comprehensive Demonstration Grants 0 50 50 50 50 200
Two-Parent Provisions o 0 440 680 945 2,065
No Additional Benefits for Additional Children (35) (100) (110} (140} (150} (535)
Child Suppont Enforcment
Patemity Establishment {Net) 5 20 (110) {165} {215) {465)
Enforcement (Nat) {10) {20) {65) (80} - (320) (495)
_Computer Costs . 15 a5 " B8 160 160 465
Non-Custodial Parent Provisions 0 25 BO 10 175 90
Acceass Grants and Parentinig Demonstrations 20 25 30 30 30 135
Child Support Assurance Demonstrations 0 o 100 200 250 550
SUBTOTAL, CSE 30 85 130 255 80 580
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep 0 15 50 60 70 195
Additional JOBS Spending 0 210 750 920 1,000 2,880
WORK Program 0 0 0 130 690 820
Additicnal Child Care for JOBS/WORK 0 180 630 745 000 2,465
Transitional Chlid Care 1] 70 230 280 360 840
. Enhanced Teen Case Management 0 a0 80 105 10 335
Economic Developmeant 0 0 100 100 100 300
Savings - Caseload Reduction 0 0 (30) (60) (80) {170)
SUBTOTAL, JOBS/WORK 0 515 1,820 2,280 3,150 7,765
MAKING WORK PAY
Working Poor Child Care 0 800 1,000 1,500 2,000 5,000
Advance EITC ' 0 0 0 0 0 0
GRAND TOTAL . 6) 1005 3280 4575 6025 14,880

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-chairs.

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

Before turning to the key policy issues, we provigde brief background information regarding the
gurrent AFDC program,

AFDC Program under Courrent Law

. ‘The Aid to Families with Dependent Children {AFDC) program was enacted as Title [V of the Social
Security Act of 1935, Its primary goal is to provide cash assistance to children in need of economic
support due to the death, continued absence or incapacity of the primary wage carner (typically the
child's father). AFDC provided benefits to a monthly average of 4.8 million families (13.6 million
persons) in fiscal year 1992, This includes 322,000 families in the AFDC-Unemployed Parents
{AFDC-UP) program. The total AFDC caseload represents 5.0 percent of the total resident U.8.
population. Two-thirds (9.2 million) of AFDC recipients each month are children,

AFDC benefits twtaled $22.2 biltion in 1992. Total AFDC monthly benefits averaged $388 per
month, per family, but benefits vary widely across States. In January 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 dollars, the average monthly henefit per AFDC family has declined from
$644 in 1970 to $388 in 1992, a 40 percent reduction, attributable mostly to inflation rather than
reductions in nominal benefit levels. The Federal government’s share of tota) benefit expenditures
was $12.2 billion in 1992, and $10.0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2,7 billion in 1992, Overal],
the Federal government pays roughly 55 percent of total AFDC benefit costs and 50 percent of
administrative costs,

The Family Support Act of 1988 created the Job Opportunities and Basic Skills JOBS) program to
provide education, trataing, and ampmymem-reiated sexvices to AFDC recipients to promote self-
sufficiency, To the extent resources are available, all nom-exempt recipients are reguired to
participate in JOBS activitiss, Exemption categories include most children, those who are employed
30 or more hours per week, those who are ill, incapacitated, or of advanced age, women in thelr
second trimester of pregnancy, and those who are caring for a young child, or caring for an i or
incapacitated family member. Federal matching to States for JOBS program costs is available 2s a
capped entitiement limited to $1.1 billion in fiscal year 1994. The matching rates vary betwean 50
percent and 90 percent, depending on the type of costs being reimbursed.

Most AFDC families are eligible for and participate in the food stamp program, which provides an
important in-kind supplement to cash assistance. While participation rates varied among States, 86.2
percent of AFDC households also received 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 AFDC families are eligible for Madicaid coverage, and under the
provisions of the Family Support Act, all famities who leave AFDC due 1o increased earnings or
hours of work are eligible for one year of transitional Medicaid coverage.
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Welfare Dynamics and Charscteristics

1t is extremely common for women to leave the welfare rolls very scon after they begin a spell of
welfare receipt. More than half of all welfare recipients leave the welfare rolls within their first year
of welfare receipt; by the end of two years the percentage who have [eft increases to 70 percent. By

“the end of five years, about 90 percent have left the welfare rolls. However, many of those who have
left welfare cycle back on. Within the first year after leaving the welfare rolls, 45 percent return;
almost two-thirds return by the end of three years. By the end of seven years, more than theee-
quarters of those who have left the welfare system have returned at some point. Almost hatf of all
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 short-term
users, about one-third are episodic users and one-quarier are long-term users. Using dats from 1968
through 1989, the average time spent on welfare was 6.2 yeass.

While the number of AFDC recipients remained relatively constant between 1975 and 1988, AFDC
caseloads rose sharply during the early 1990s. The monthly average of 13.6 million recipients in
1992 represented 3 2.1 million increase since 1990, According to a recent Congressional Budget
Office study, the przmry feasons for the sharp increase in the AFDC caseload between late 1989 and
1992 are the growth in the number of female-headed families, especially those headed by women whe
never married, the recession and the weak economy.,

The vast majority of AFDC families are headed by a single female. Among single female-headed
AFDC households, the proportion of AFDC mothers who have never been married has significantly
increased, although the proportion of divoreed AFDC mothers still remains sizable. The AFDC
caseload is racially and ethnically diverse. Thirty-nine percent of AFDC family caseheads are
African-American, 38,1 percent are white, 17.4 percent are Hispanic, 2.8 percent are Asian, 1.3
perceat are Native American, and 1.6 percent are of another tace 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. Ounly & small proportion of AFDC families —~ 10.1
percent ~ have four or more children. The average family size of an AFDC family bhas also become
smaller over time, from 4.0 in 1960 to 2.9 in 1992. Over two-thirds of AFDC recipients are
childres. In 1981, almost one-half of AFDC children were under six years of age; 24.8 percent were
under age 3, and 21.4 percent were between ages 3 and 5. One-third (32,6} of AFDC children were
aged 6 10 11, and 21.4 percent were age 12 or over,

Over half of AFDC mothers began their receipt of AFDC a5 teenagers; however, AFDC cases with
teenage mothers {i.¢., under age 20) make up only a small fraction of the AFDC caseload at any one
time. In 1992, 8.1 percent of the AFDC caseload was headed by a teenage mother.  Almost half of
AFDC mothers (47,2 percent} were in their twenties, a third (32,6 percent) were in their thitties, and
12.1 percent were in their forties.
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

. Perhaps the most critical and difficelt goal of welfare reform is o reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opportunity, and
responsibility, The propesal calls for replacing the AFDC program with a transitional assistance
program, to be followed by work. The new program includes four key elements: ful! participation,
education and training, time lunits, and work,

KEY ELEMENTS

4 Full Participation. Everyone who wishes to receive sash support would be expected 1o do
something to help themselves and their community, Recipients would sign 2 personal
responsibility cantract 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 of train (because of disabllity or the need to care for an infant or
disabled child) would be assigned to 2 JOBS-Prep program until they are ready for the time~
limited JOBS program. Everyone has something to contribute. Everyone has a responsibility
to move toward work and independence.

d Training, Educstion, and Placement (the JOBS program). The core of the transitional
support program would be an expanded and improved JOBS program, which was established
by the Family Support Act of 1988 and arovides training, sducation, and job placement
services 10 AFDC recipients. The JOBS program would be revamped. Every aspect of the
new program would emphasize paid work, Recipienis and agency workers will, as under
current law, design an employability plan.  One option would be to reguire all persons
applying for assistance to engage in supervised job search from the date of application. For
those who seed it, the JOBS program will help recipients gain access to the education and

. training services they nead wo find an approprinte job. Recipients who willfully fail to comply
. with their JOBS program employahility plan will be sanctioned. The new effort will seek
close coordination with the JTPA program and other mainstream iraining programs and
exiucational resources. Central to this welfare reform effort is recognition of the nead to
support workers who have recently left welfare to help them keep their jobs.

» Time Limits. Persons able to work would generally be limited to two years of cash
assistance. While twa years would be the maximum period for the receipt of cash 2id by
people able to work, the goal would be to place people in private sector jobs long before the
end of the two-year period, In 2 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 Hmit would he a lifstime limit, but persons who leave welfare could
potentially earn back time 6n assistance for time spent off welfare,

- Work (the WORK program). The new effort would be designed o help as many people as
possible find employment before reaching the two-year time limit. Thoss persens who are not
able to find employment within two years would be required to take 2 job in the WORK pro-
gram. WORK program jobs would include subsidized private sector jobs, as well as positions
with local not-for-profit organizations and public sector positions. The positions are intended
to be short-term, last-resort jobs, designed neither to displace existing workers, nor (o serve

10
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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 JORS a:xé WORK at
the end of this section.

Changing what happens in welfare offices will require significant changes in what is measured and
rewarded. The Federal goveroment will create strong financial incentives linked to long-term job
placement and will seek to minimize the numbar of people who reach the two-year Himit. l}’iitmmiy
the best time-limitsd welfare system is obe in which nobody hits the Himit becauss everyone is
working before that point.

KEY QUESTIONS

5ix key guestions nead & be addressed in é&mgmng the program of transitional assistance followed by
work.

. Focus and phase-in.  How quickly should the reforms be phased in and who shouild he
targeted initially?

* JOBS-Prep rules. Who should be assigned to the JOBS-Prep program becauss they are not
~ able to work or are neaded at home? How many persons shouid States be allowed © place in
the JOBS-Prep program?

» I0BS extensions. Who should be granted extensions of the two-year time limit? What limits,
if any, should Be put on the number of extensions alfowed?

. Should States be required to provide jobs, paying

wag&s to thz:xse m zheWORK pmgram" W{}uié States be allowed to use CWEP placements
for alt or part of the WORK slots?

. Should persons working part-time while on

weifambe s-.ibje:ctio izme Ilmlts'? " iimv y hours should WORK pama;)ams be required to
work? Should States be allowed or required 0 supplement WORK earnings in a work-for-
wages program? .

iscouragin e particigation. What can be done to keep the duration of
WORK {}3&361{)&&0“ short &nd to move pwpf& into unsubsidized work? Should the EITC be
denied to WORK program participants? Should any particular WORK placement be limited
1o 12 months? Should the total time people are allowed to spend in the WORK program be
Jimited?

Focus and Phase-In
The ultimate distribution of persons among the various elements of the program (JOBS-Prep, JOBS

and WORK) depends on policy decisions. As a starting point, consider what would happen if we
chose t undertake the extremely ambitious task of beginning the program full-scale in 1997. Most

I
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States will need at least 2 years to pass implementing legislation and get the program up and running,
This would entail requiring everyone on welfare in 1997 and all those who apply subsequently to
meet the new requirements. The JOBS program, which now serves an average of 600,000 persons
monthly, would have to expand 0 almost 2.7 million participants in 1997, By the year 2000, abont
1.0 million WORK slots might be needed for persons who had reached the two-year time Hmit,

It is very unlikely that States could implement the sew program so rapidly, Even if resources were
plentifil, proceeding o swiftly to full-scale implementation would almost guarantee enormous
administrative difficulties at the State level, Faging the nead to serve millions of new JOBS clients
and 10 create hundreds of thousands of WORK slots, 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 eriticat
that States, as part of the welfare reform effort, be able to focus on building sach a JOBS program,

Phasing in the program gradually, starting with a subset of recipients, clearly seams a preferable
approach. There are a number of different strategies for a more gradual phase-n. One strategy, as
in the House Republican bill, applies new rules, including time limits, to applicamts (both new and
returning). This strategy has the obvious appeal of changing the rules initially for people who enter
the welfare system in the future, rather than for those who entered earlier, under a different set of
expeciations, Such a method, however, raises seriovs equity concerns, A 25-year old mother who
had children before age 20 and had been on welfare continuousty since that point would face no time
limit for severa! years, as long as she remained on assistance, 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 1o time limits.  Applying the
time limits to se-applicants also creates very perverse incentives to stay on welfare. Most of the
persons who leave welfare do return at some stage, and consequently many reciptents who would
otherwise leave might be inclined (0 stay on welfare to aveid the time limit,

An alternate strategy would be 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 have to grapple with the difficulties
accompanying the massive expansion of services described earlier in this paper,

An attractive alternative 10 these strategies is t© foous on young paremts, for example, those under 25.
It is the younger generation of actual and potential welfare recipients that ars che source of greatest

“concern. They are also the group for. which there is probably the greatest hope of making a profound
differsnce. Younger recipients are likely to have the longest stays on welfare, in part because they
are at the beginning of their spells. Under this approach, we would devote 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,

One method of focusing on younger recipients would be to place all persons born in 1973 or [ater
{under 25 in 1997) into the transitional support system, Al persons of the same age and
circumstances would then face the same rules, regardless of when they enteced the system. This plan
implies a gradual phase-in of more and more of the welfare caseload, since the fraction of those on
assistanceé who were bom in 1973 or later would rise with each year, As of 1997, the new rules
would apply o everyone under age 25, Ten years later, everyone under age 35 would be in this new

12
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transitional support structure. For (his age cohort and all younger cohorts following, the welfare
system would be iransformed. Note that such a plan would not contemplate any reduction in existing
education and fraining 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 call for a reassessment
five years after enactment, to determine whether we are successfully bmplementing the program for
the younger goneration amd can accelerate it to phase in older recipients,

The number of persons served under such a strategy is shown on the table on the aext page. In 1997,
the first year of implementation, everyone in the program would 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 veach the two-year limit, Note that most peopie who entered the welfare system
would not reach the limit two years Jater. Many persons would, as is the case now, leave welfare
within a sbort period of time and consequently would not be affected by the time limit. Others would
cycle on and off welfare and so would accumulate 24 months of receipt aver four or five years of
more. Estimates indicate that as a result of the implementation of the new program and other reforms
{(health reforns, chiid care for the working poor} more people will choose to work while on welfare
and others who would not have lef! without these changes will leave sltogether.,

The projectexd costs of focusing on this target group are shown on in the introduction. Clearly,
phasing in a larger group would increase these costs, while targeting a smaller group would decrease
them. A decision 1o focus on young people initially in no way praciudes adding alf 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 guickly.

‘The JOBS-Prep Program

Any policy where work is required and time-Jimits imposed must take account of differences in
people’s ability to work, People whe are permanently disabled and thus unable to work for at least
one year should in theory be coverad under the Supplemental Security Income (S51) Program. But
some disabilities and most illnesses, even severe ones, last less than a year. Many other people suffer
from partial disabilities that limit their ability to work. Sometimes a parent is neaded in the home to
care for a severely disabled child. There also are persons who have great difficulty coping with the
day-to-day challenges of parenting and survival in what are ofien highly stressful environments.

One solution would be simply to exempt persons facing such obstacles to employment from

participation requiremenis, as is the case under current law. Having large numbers of exemptions,
however, may serve a5 an cbhstacle to changing the culture of welfare offices, Moreover, deferrals ,
are not necessarily beneficial to those who receive them. Advocates for persons with disabilities often
complain that current programs send both explicit and subtie 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,

13
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PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1972

FY 1997 FY 1999 FY 2004

Projected Adult Cases With Parent 1.20 million 1.67 million 2.96 million
Born After 1972 Without Reform

Off welfare with Reform
(Health reform after 1999, EI'TC, 03 million .87 miilion .50 mitlon
Child Care, JOBS, WORK, etc.)

Program Participants 1.17 miflion 1.60 million 2.4 million
Working While on Welfare .14 million .20 million .30 miilion
JOBS Participants 74 million . .89 million .87 miilion
WORK Participants 0 million .13 million 63 miflion
Pro-JUBS- disability/age limits work 13 miilion 20 million 30 million
Pre-JOBS--severely disabled child 433 milllon 0% miffion 06 million

Pre-JOBS~caring for child under one 13 million .16 million .24 million

Notes:

Numbsrs assume modest bebavioral affects that ingrease over time, These bebavioral effects include

& 50 percent increase in the percent of recipients working parttime, employment and training impacts
similar 10 San Disgo’s SWIM program and 2 modest increase in the percent of recipieats who leave
welfare for work when they hit the time limit. Figures for 2004 are subject to considerable error,

since i is difficult to muake caseload prajections or to determine the impact of WORK requirements on
behavior. Figures for FY 2004 also assume behavioral effects from the full implementation of bealth -
reform, ’

The hypothetical proposal assumes the policy will be implemented in all States by Federal law by
October 1996, In addition, the estimates assuime that for 40 percent of the caseload, States will
implement the policy by October 1995, This follows the pattern of State implementation under the
Family Support Act, )
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One very intriguing formulation has been proposed by the American Public Welfare Association.
They suggest a "JOBS preparation phase” for persons not yet able to work or enter an education or
training program. All persons in this phase would be expected 1o do something to contribute to
themselves and their community, but they would not be subject to the time limit unti] they were ready
to enter the JOBS program. We have drawn heavily oo this formulation in designing the new JOBS-
Prep program, which would provide services intended 1o prepars persons for entry into the JOBS
program.

Naming the program JOBS-Prep establishes the expectation that eventually many, if not most, people
in thig category will be able (o join the regular JOBS program. But who should be placed in JOBS-
Prep status? Virtually everyone seems to agres that persons of advanced age (aver 60), those with
severe disabilities or those who are caring for a severely disabled child should be assigned 1o 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 requiring participation of mothers with children over the
age of 1 if they choose to do 50, Eight States currently choose this stricter option. Five other States
require mothers of children over 2 to participate.

Qbviously, the more people who are placed in the JOBS-Prep program and consequently not yet
subject to a time limit, the fewer people will be in the JOBS and WORK programs, B is estimated
that the following percentages of the current caseload would be in JOBS-Prep under differsnt policies:

Option A: Case head is 60 yedrs or over, case head has 3 severe disability or is caring for a child
with a severe disability.
8 percent in JOBS-Prep

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

Option C: Option B, plus cases with a child under 1 in the household or with a woman in the final
trimester of pregnancy. Mothers of children conceivaed while the mother is on welfare would be
assigned to JOBS-Prep for a period of time consistent with the Family Leave Act.

25 percent in JOBS-Prep

Option D: Option B, plus cases with child under 3 years in the household or woman in the final
trimester of pragnancy. Mothers of children conceived while the mother is on welfare would be
assigned to JOBS-Prep for 2 period of time consistent with the Family Leave Act,

58 percent in JOBS-Prep
Except for the shorter time limits for children conceived while the mother was receiving assistance,

Option D is essentially the strategy used in the Family Support Act, though States are currently
pernmitted 10 elect Option C (as noted above, only eight have done so0). Option C, which would
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reduce the number of exemptions by nearly half from current law, is the sirategy used for the cost
estimates in the hypothetical proposal.

It is easy to determine the age of youngest child, but difficult to define disability, illness or the need
to care for a relative for purposes of assignment to JOBS-Prep as opposed to JOBS. Rather than set
up elaborate Federal rules for defining ability to work and then auditing perfonmance, the Working
Group may want to recommend that the Federal government set & maximum percentage of the
caselcad which can be placed in JOBS-Prep for reasons other than the age of the youngest child, and
provide guidance as to the other ¢riteria for assignment to the JOBS-Prép program. The hypothetical
plan estimates assume that States can place all mothers of children under age 1 and, in addition, up to
15 percemt of the total adult caseload o JOBS-Prep,

JOBS Extensions

A related, but conceptually distinet question is that of extensions. Not all persons wilt be able to
complete the nseded education of training programs within two years. For example, some individuals
‘with learning disabilities may not be able to obtain 2 high school degree or a GED within a two-year
period. Other persons may be enrolied in post-secandary education, such a5 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
postgraduvate training.

There seems to be little disagreement that persons who are making satisfactory progress toward
attaining a bigh school degree or completing a GED, school4o-work or similar program should be
granted extensions o aftain their degrees or complele thelr programs.  Extension policy should also
be sensitive to the particular circumstances of recipients. Persens with language difficulties may
need, for example, 10 complete an English as a Second Language (ESL) course before they can obtain
a GED or job training.

The controversial question is whether a person should be able to receive full welfare benefits while he
or she goes on to complete a four-year college degree. Those who favor such a proposal emphasize
that assisting people to obtain a bachelor’s degres is the best way to ensure that they do not return 10
welfare. Pushing people into low-wage positions which do pot bring the family up to the poverty line
or offer ypward mobility may be countec-productive.

Those who oppose extensions to allow individuals to complete a four-year coliege degree note that
only one-quarter of all high schoof graduates obtain a bachelor’s degree, and that among welfare
recipients the fraction is much fower. They question whether it is fair to use welfare benefits to help
support persons who are getting four-year 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 who receive cash
assistance 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 thosz cirCumstances, persons working part time and attending
schoo! part time would continue 1o be eligible for some supplemental cash support in most States.
Another option would be to let States apply for waivers to allow extensions for college.
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As with the issue of assignments 1o JOBS-Prep, the Working Group may want (0 recommend that the

number of extensions be capped at a fixed percentage of the caseload. The current proposal allows

States to grant extensions to persons for attaining a high school diploma or GED or for completing a
schoot-to-work or other approprlate education or training program, as well as to persons facing a

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

persons in post-secondary elucation, especially persons in work-study programs,

We believe that setting the cap at 10 percent of the JOBS program caseload will provide States a

sufficient number of extensions, barring unusual circumstances. A Statz could apply to the Secretary 5}*’}' @i}n
-of HHS for additions! extensions as an amendment to the State plan if it could demonstrate that its JL
caseload is very different from that in the nation as a whole or if it had developed an alternative f),;% e
program which is structured in such a way that additional extensions are required,

Work-for-Wages Versus WorkJor-Welilare

Unquestionably the hardest part of designing a lime-limited welfare system is structuring the work
program for persons who have reached the time 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 1o keep the number of persons reaching the time limit to 2 minimum. In addition,
all persons approaching the two-year limit will be required to engage in a period of intensive job
search. Despite these sffuts, somea persons will bRt the time Himit without finding a job on their own,
and work opportunities must be provided for them.

The first and o108t visible choice in the WORK program involves work-for-wages versus work-for-
welfare. Under a work-for-wages plan, the State or locality is reguired to offer a work opportunity to
persons who have reached the time Himit, Hours and wages are set by the State or jocality. Persons
receive a paycheck for hours worked, If the person does not work, he or she does not get paid. In
pringiple, persons are wage earners rather than recipients. In a work-for-welfare plan, the person
continues to receive a welfare chieck but is required to work at a designated community service job as
a condition of eligibility for cash benefits, Persons who fail to report for work or who perform
poarly can have their welfare benefits reduced, 50 long as the State can establish that there was no
good cause for their absence or poor performance. In effect, under a work-for-welfare plas, WORK
program participants remain recipients, but they have additional obligations.

There seems 10 be considerable agréement on the strong appeal of a work-for-wages model. The
structure is seen as providing a traditional work opportunity with the dignity and the responsibilities
of a standard work place. Persons would receive wages rather than a welfare check.

_The major question to be resolved is whether States should be permitted to opt for a work-for-welfare
mode} if they choose 10 do so. If the decision is made to allow States to elect 3 work-for-welfare
model, the Administration’s plan could have provisions to encourage States, through financial
incentives and technical assistance, 0 adopt & work-for-wages model,

Those who argue for allowing States the choice cite two major concerns: implementarion and

recipient protection, A work-for-wages program of this magnitude for this population has not been
implemented 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 ag with the not-for-profit and public sectors. They would
need to determine bow and by what method to pay organizations who employ WORK participants. In
addition, they would nead 0 set up procedures for monitoring WORK program participation and
resolving disputes. There are also difficult questions involving worker protection. What happens if a
WORK participant, or his or her ¢hild, is sick? What ha;)pens if the adult simply fails to show up for
work repeateéiy‘? What if the worker fecls the work place is danperous or abusive? We have limited
real experience to draw on in addressing these concerns.

While a work-for-wages model has not been tested on this scale, work-for-welfare has been tried in
various forms by many States. The payment structure is easy—participants get a welfare check.
Dispute resolution is handlad within the sume 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 benefil continues 10 be paid unless the State decides to begin a sanctioning process.

Before the State can reduce the beefit 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 few people 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 encouraging, work-for-welfare is a known entity, A number of other welfare
reform plans call for CWEP after 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 work-for-wages model serious consideration, This
would undermine the goals and philosophy of the reform plan. They view the implementation
problems in’ work-for-wages as difficult, but surmountable, especially if the program initially focuses
on younger recipients. As discussed below, States would ba given enormous flexibility in deciding
how to implement a work-for-wages model, Moreover, under the phase-dn strategy recommendad
above, the number of work slots would grow geadually, due to the targeting of young parents, giving
States the time they need o design and tmplement new systems, The scale, rather than the structure,
of the WORK program may be the prisnary concern for States,

Work-for-welfare sends adverse messages to recipients, prospective employers, and the public.
CWERP slots are not gensrally perceived a3 “real jobs.” CWEP participants in argusbly one of the
best run programs {in San Diego) reponed that they thought the work requirement was fair, but they
felt like they were working for free. There is little evidence that persons who go through CWEP
subsequently fare better in the work place than people who were just on welfare, Employers will
probably never see CWEP experience as serious work experience. No regular job pays its employees
regardless of when'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 seetor employers. Perhaps most importantly,
without the responsihilities of regular work and the paycheck tied 10 performance, there will be far
Iess dignity in WORK.

Advocates for a work-for-wages policy note that such 3 model would distinguish the Administration’s

plan from other proposals and 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 people to work off their welfare check after
two years,

The Working Group may want to recommend a very flexible 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,
inchuding lubor market conditions, best.

Paritime veesus Full-time Work Expecistions

The transitional support program will focus heavily on work. Persons would not he able to collect
welfare benefits indefinitely withoyt working. But the question remains: should someone who has
reached the time limit and is working in a low.wage job, either 4 WORK 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?

Ons option is to allow families in which one member is working part-time (20 bours per week in an
unsubsidized job) to continue to collelt 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
reached the time limit and were In WORK positions or in unsubsidized jobs could collect cash
benefits If otherwise eligible. Also, part-time work would meet the JOBS participation requirement.

This spproach has several advantages. Part-time work may be the most reasonable standard for single
parents, especially those with young children.  All working pareats 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 1/3 work full-time all year, and they have help from their
spouse. Given that at present only § percent of adult AFDC recipients presently work atall in a
given month, getting people to work part-time may be seen as a major accomplishment. Morsover,
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 unsubsidized jobs.

In addition, if wages from WORK assignments could not be supplemented with cash benefits, the
higher-benefit States would have 10 gither make their WORK assignments full-time or {eave people in
WORK assignments worse off than those who were not working and on assistance (i.e., those who
had not reached the time Himit). It could be both expensive and counterproductive to take people who
have reached the time Hmit and are working part-time out of their unsubsidized work to place them in
fuil-time subsidized WORK slots.

‘The current cost estimates assume that part-time work stops the time-fimit ¢lock, and consequently
more people choose to work part-time in unsubsidized employinent than are doing so now, If part-
time work does not stop the clock, the number of WORK positions needed might well be higher,
because persons who would work part-time while on assistance might give up their unsubsidized work
to obtain education and training within the two-year window.

Finally, some argue that since full-time work would always be much more financiatly rewarding than

part-time work, pessons would already have every incentive to work full-time 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 assistance entirely at the end of two years and require participation in ML*{: e :
the WORK program, even. for the working poor who might still qualify in some States. People in ,z-:}g -
WORK slots'or unsubsidized part-time work would not be eligible for supplementary benefits. It P
would encourage people to become self-sufficient, with the help of the EITC, child care and health
carg—-rather than continuing to rely on welfare indefinitely. It would seem more equitable fo single
parents who are working full-time to support their children without the benefit of welfare. H might
also be less costly in the long run than the first option.
A third alternative would be to stop the time-limit ¢lock during part-time work only if the parent had ;. hf“"‘ "
a young child, on the grounds that these are the parents most likely to encounter difficulties working Aot a
full-time as well as those for whom child care is Jikely to be the most expensive.
Finally, a fourth alternative could be to leave the decision to the States, whether to stop the clock for w Tl
ersons working part time. e
p ng p A o X M""
- ‘;,‘Wu'[ U:Jaav;l
) for " L
‘5"1"1 #* &_wﬂy’*
Related to the treatment of part-time waork is the key question of how © set the number of hours =’

expected of participants in the WORK program. Asn ¢bvious sirategy is to calculate the required
hours of work in the program by dividing the cash welfare benefit by the minimum wage. But this
simple formula ratses issues which vary depending on each state’s level of benefis,

In low-benefit states, dividing cash benefits by the minimum wage vields 8 very low level of required
work. In Mississippi, for example, & mother with two children would be reguired to work just 10
hours per week ~ hardly a substantial work experience. One solution {consistent only with the work-
for-wages model} is simply to set & minimum number of hours, In some states, this wounld mean that
WORK participants would have more income than people receiving cash assistance only. Another
solution {consistent only with the work-for-welfare model} is to include in the formuls the value of
food stamps in addition to cash benefits. Some would argue that « is unfair {¢ require people to work
off non-cash benafits, and this concern is intensified by the fact that this would cccur in some states
but not in others.

By contrast, in high-bepefit states a different set of issues arises. in these states dividing cash benefits
by the minimum wage yields a very high level of required work «- more than 35 hours per week,

The greater the 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 he worse
off than pecple receiving cash assisiance only.

Because the issugs in sctting the number of hours vary depending on each state’s level of benefits, the
Working Group may want to recommend giving States flexibility to determine work hours within a
reasonable range — say, 15 to 35 bours per week, States would also have flexibility to decide
whether to provide sapplemental cash benefits to WORK participants. They could use whatever
formulas or criteria they chooss, provided that they ensure that (1) WORK participants receive at least
minimum wage, and (2} WORK participants are better off than people receiving cash assistance only.
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WORK program jobs are not intended fo serve as 4 substitute for or dispiace private sector
placements. Rather, they are designed to provide temporary, last-résort work for persoas who have
reached the time limit without firdling a private secior job, Unless long-term participation is deterred,
the size of the WORK program could become pmﬁ;bam& large. Indeed, the ultimate goal of the
WORK program is to place people into unsubsidized work.

There are various ways in which 32 WORK program can be designed in order to discourage or prevent
extended participation. These include the following provisions: limiting the duration of each
individual WORK assignment, requiring frequent job search, denying the EITC to WORK program
participants and placing limits on the total Jength of time people ace allowed to spend in WORK
assigaments.

There is iztzIe disagreement that mdivaduat W(}R}{ ptzcements aught to be limited in durazmn w
perhaps 12 months. This limit is designed to prevent participants from becoming attached to
particular subsidized jobs. Of course, there would be strong encouragement to and incentives for
employers to hire WORK participants as unsubsidized employees before or at the end of the 12
months. Before and after each WORK assignment, job search would be required.

enying Rl ! 5. Perhaps the best way to ensure that people do not
eschew private sector jobs for WORK pos:tzons is to make certain that any private sector position
pays better than 2 WORK job. Though there are various mechanisms for accomplishing this, one of
the easiest is to deny the EITC for money earned in the subsidized WORK assignments. Since
WORK slots are already subsidized, it could be argued that it would not be appropriate to offer the
additional subsidy of the EITC, There would be some administrative complexity to treating earnings
received while &« WORK participant differently from other earnings.

Some argue that if persons are being expected to work in real jobs they ought o receive the game
benefits as other workers. They believe that limits on the duration of WORK assignments, frequent
job search and the possibifity of promotion will lead people to move toward private work without the
neexd for special “penaltiss” for %'K}RK workers.

Others argue that without such 2 rex;zzzwmm, the WORK program will not truly be 8 Iast resont for
those unable to find unsubsiiized jobs,

Both JOBS and WORK program pa:zzm;}ams

maid be reqmted 0 acze;zt a:ay effar ef an msubsxi:zed job, provided the job met certain health and

safety standards, or be denied assistance or 8 WORK job for several months. After two refusals, the

‘person might be psrmanently denied access to a WORK assignment. Some argue that such provisions
are unnecessary, hard 1o administer and potentially unfair, especiaily if the BITC is denied 0 WORK

warkers,

p the total time people can be i am. Another way 1o limit WORK
parttcxpatlon wcmld be 10 ttme ltmtt WORI( just as welf‘are is time-limited. Those whao favor Hmiting
the total Jength of time in WORK assignments 10 two or three years argue that other persons are not
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guarantead paid work if they cannot 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 #s ¢reating
a work entitiement that may become &5 unpopular as welfare is now,

A second argument invelves 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 for twe years prior to that, resources, including WORK positions, might be better focused
on other recipients.

The biggest probiem with limiting the duration of WORK participation is deciding what to do when
individuals hit such a WORK time limit, One strategy would be to have individual evaluations for
those who reach the WORK time limit to decide whether they should be returned o0 JOBS-Prep, have
their weifare benefits reduced if they are job ready, or be classified as permanently deferred. Such 2
strategy would ensure that WORK siols were preserved for those first reaching the time limit, One
need not require States to limit WORK assignments; one might only provide the flexibility to do so.
Other welfare reform proposats allow States to terminate or reduce public assistance after 3 vears in
CWEP,

QOpponents argue that there i3 no justification for limiting participation in the WORK program,
especially if WORK participants are denied the EITC, If all the provisions listed above for limiting
the length of WORK limiting provisions were adopted, anyone still eligible for 2 WORK sssignment
after, say, 2 or 3 years would have successfully met all WORK requirements in several different
placements, been through 3 or 4 Intensive searches for unsubsidized employment, not refused any
private sector job offer and would be seeking 3 WORK assignment even though any private sector job
opportunity would pay 40 percent more and probably offer a better future.

Opponsents of WORK time limits argue that such people would most likely be individuals who
geauinely could oot find any private sector employment either because they lived in a weak labor
market, or because they could not, despite their best efforts, successfully compete for available jobs.
Dienying them the opporfunity 1o participate in the WORK program would very likely cause their
incomes o fall sharply, potentially pulting 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 ‘are willing to provide cash benefits without & work expectation for
people who are no fonger eligible for the WORK program, we would be placed in the position of
denying support to persons who had demonstrated a willingness to work. Finally, there is the
question of what would happen to people who had exhausted both theic JOBS support and WORK
support, succeeded in finding work, but lost that work when the economy changed or for other
reasons.  What would be the temporary safety net for such families?

Time-limiting participation v the WORK program would not have any effect on cost estimates in the
five-year cost estimation window used for the budget. Since it will likely take States two years to
begin implementing the program, even a strict two-year limit on JOBS followsd by a strict two-year
limit on WORK would not affect anyone for six years. Since most people do not stay on welfare
contimwously for four years, in most cases it would not have any effect for seven or elght years.
Eventually, however, such limits on WORK could tiave a significant impact. Unforunately, we have
no information on the extent to which extended stays 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 extendad spells in WORK became & problem.
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INDIVIDUAL ECONOMIC DEVELOPMENT

As part of the welfare reform effort, we will be exploring 2 range of strategies, above and beyond
education and job training, to help recipients achieve selisufficiency. Microenterprise development
and incentives for saving will be among the complementary approaches (o be examined. The
hypothetical welfare reform plan includes two individual economic development demonsteation
programs, one testing the effect of Individual Development Accournts on savings and another
attempting to encourage persons on assistance to start microenterprises {small businesses). Raising
the asset limit-for eligibility for 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 Account (102A) would be a special type of savings account, in which
savings by recipients would be matched by Federal government dollars. Savings from an IDA,
including both the individual’s share and the matching doliars, could only be withdrawn for a limited
number of purposes, 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
of such savings incentives on both assst accumulation and movement toward self-sufficiency,

The bypothetical reform plan wiso includes s demonstration program to promote selfemployment
among welfare recipients by providing access to both microloan funds and to technical assistance in
the areas of obtaining loans and starting businesses. The demonstration, which will, as above, be a
random assignment study, witl explore the extent 1o which self-employment can serve as a route o
self-sufficiency for regipients of cash assistance.
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ADDENDUM: EXPANDED JOBS AND TIME-LIMITED CASH ASSISTANCE PROGRAM
DESIGN

A greatly expanded JOBS program will be the ce:zzeq;iecc of the new transitional assistance program.
JOBS will be a two-year job search, education, training and job placement program des;gaeﬁ o help
welfare recipients secure employment and achieve self-sufficiency. While individuals are in JOBS,
they will be eligible for cagh assistance, Following is the recommended expanded program dasign.

Administration. As under current faw, State welfare agencies will administer the cash assistance and
expanded JOBS program under broad Federat guidelines. States will have to submit a JOBS plan,
which has been developed and coordinated with relevant employment, training, and sducational
‘programs in the State, to the Secretary of HHS for approval.

Eunding. As under current law, Federal matching funds for JOBS will be available as a capped
entitlement.

Agtivities. New entrants will he assessed aud then enter into an agreement with the agency
administering the JOBS program that stresses the mutual responsibilities of recipient and agency under
a time-fimited assistance program. The focus will be on the activities and services that the individual
needs in order tw achieve self-sufficiency. Siates 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 éam«m of job search within the JOBS
program will be relaxed to promote employment.

_ Recipients who are within 45-90 days of reaching their two-year time limit will be required to engage
in job search at that point,

& standards. The new transitional assistance program will be phased-in gradually over
’seve:a! years At full 1mplementzt§an minimum State JOBS 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 promote self-sufficiency.

Sanctions. We are considering strengthening the sanctions for failure to participate in the JOBS
program. One option would be to adopt the APWA recommendation that the sanction be set at 25%
of the total of cash benefits plus Food Stamps, :

Eam-back provigions. Recipients who leave JOBS and transitional assistance for regular unsubsidized
employment before reaching the two-year limit but subsequently Juse their jobs wili be able to return
to the transitional assistance program, Persons who have left welfare can earn back poteatial months
of assistance for time in which they were out of the welfare system.

JOBS-Pren.  Recipients who are niot able to work or to participate in g JOBS education or training
program will be assigned 1o JOBS-Prep and expected 1o do something o contribute to themselves and
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their cornmunity, Individeals in the JOBS-Prep program would include persons of advanced age,
those who have severe disabilities and mothers of very young, very il or severely disabled children.
Persons assigned to the JOBS-Prep program would not be subject to a time limil unless and until they
" entered the JOBS program, The percentage of the caseload that States could place in the JOBS-Prep
program will be limited.

Extensions. States will be permitted to grant a limited number of extensions of the time Hmit for
completion of education or training programs and in other appropriate circumstances. It is proposed
that States be allowed to extend a maximom of 10 percent of their caseload at any one time. Under
special circumsiances, States could be perminad 10 exceed the cap on extensions.
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ADDENDUM: WORK-FOR-WAGES ?ROGRAM DESIGN

The following are key policy slemants and the mmaz recommended desigo. Elements with an *
comtain controversial policy guestions:

Administration. States would be required to develop a WORK plan for joint approval by the
Secresaries of HHS and Labor, States would be required to have a WORK advisary panel with
membership from labor, business and community organizations. To be moived._,\ﬁwmharshw and
links 0 Private Industry Councils (PICs) and Workforce Investment Boards (WIBS) The advisory
pansl would have to approve the WORK plan,

Punding. For each WORK placement, Stutes would receive 2 flat amount for administrative costs and
would be reimbursed for wages paid thours times wage) according to a specified set of matching
rules. Federal matching vases would significantly decline the Jonger the person stayed in the WORK
program as a further incentive for States to move people imo unsubsidized work, Additional monaies
or & higher match might be available to States in times of recession,

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

In addition, a major effort would be undertaken with State and Federal government agencies to find
job placements through existing initiatives and program expansions such as child care, Head Stant
centers, housing rehabilitation projects, Empowerment Zones, and marny others.

National Service placements would also be acceptable WORK assignments. States would be given the
option of contracting with the National Service Board 1o provide a certain number of National Service
Placements. Ia addition, National Service workers could be used to help work with and supervise
WORK participants in community service activities.

* Displacement. Language to be :}evafoped, with National Service non-dispiacement language serving

as the base,

* Hours. Hours would be set by the State—a minimum of 15 hours and 2 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.

States could choose to offer anything from parttime to fulltime work. If the WORK job paid less
than the family would have received in cash benefits (before reaching the time limit) the State would

"be required to pay a supplement (see below). Requiring full-time work would be consigerably 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 comunsunity,
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Nage ong. and benefits,. WORK assignments would have to pay at least the
hzgher of‘ tfw Faderal and aay Szate or locai minimum wage, but States and localities could choose 1o
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 other benefits) paid 0 individeoals in
WORK assignments would have to be similar to the compensation paid to other workers in the same
job {aking experience and skills isto account). Sick rules and absentee policy would be the same as
that of similar workers 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 compensation coverage would be provided, either through the employer or by another
method, FICA faxes wouold be paid, with, again, the exact mechanism to be developed. Unemploy-
ment insurance payments, however, would not be required.

. expected WORK program carnings net of work expenses were less than

would have beea :mived by a non-working family on cash assistance, the State would be required to
pay the difference as a supplemental benefit, Note that such 2 supplemental benefit would never be
higher than the supplement that would be paid under transitional assistance for someone with the same
earnings in a private sector job,

TSR s 3 g e enefits. For purposes of
detemmmg cllgzb;i ity and henef“ ts for other govemmezii pregrams tbe fe?iowwg rules would apply:

» For purposes of caloulating food stamp, housing and other benefits, wages paid under the
WORK program would be treated as earnings. Benefits would be calculated on 8 3-month
prospective basis under the assumption that the person were going to work the full pumber of
hours 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 illnessy for the missed work.

g Earnings received under the WORK program would not be eligible for the EITC and would
not be included in adjusted gross income for tax purpeses. This provision is designed to
ensure that private unsubsidized. work would always be significantly more attractive than

WCRX stots are deszgm:t t.o be lemp&rary, avmia’b}e cm!y whea pwpie really canm}t ﬁmi prwate

sector work. Each individual placement would be Iimited to no more than 12 months as a subsidized
placement andd would have 10 be preceded and followed by 2 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,

* Requirsd acceptan i ctor job offer. WORK program participants would he
required (o accept azzy unsuhsadxm! 392; oﬁer o be denjed 2 WORK ioh for several months.,

two refusals, the person might be permanently denied access to 8 WORK assignment,

azki 0 i ds. States would be required to maintain records on the
rate at whzck WOR}{ w:;rkm sre retainad by their WORK employers or placed 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 may impose retention or placement standards,

Returns 10 JOBS-Pisp. Persons who becams temporarily il or faced 2 major new impediment to
work could seek 10 be re-gvaluated and placed In the JOBS-Prep program until such time as the State
deemed them ready to work, Persons in this status would count against the limit on JOBS-Prep
placements. ,

* Insufficient WORK slots. In cases where there are insufficient WORK siots, fisst prefergnce would
go to people just reaching the time limit. States would be reguired to pay ongoing cash beaefiis to
persons who were not placed in WORK assignments, and States wonld be reimbursed for such
benefits at a significantly reduced match. The reduced mateh might be waived In perieds of high

jocal unemployment.
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MAKING WORK PAY/CHILD CARE

BUILDING BLOCKS: EITC AND HEALTH CARE REFORM

A crucial component of welfare reform based on work and responsibility is making work pay.
Although they are not discussed in this paper, working family tax credits and health reform are two of
the three major components of making work pay, Last summer's $21 billion expansion of the Earned
Income Tax Credit (EITC) was a major step toward making it possible for low-wage workers t

" support themselves and their families above poverty, When fully implemented, it will have the effect
of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with two or more children,
The welfare reform proposal will include provisions to make sure the EITC can be delivered on a
regular, advance-payment basis throughout the year.

The next critical step is ensuring that all Americans have health insurance coverage. Many recipients
are trapped on welfare by dheir inability to find or keep jobs with health benefits that provide the
security they need.  And 100 often, poor, non-working families on welfare have better health coverage
than poor, working families. The President’s health care reform plan will provide universal access o
health care, ensuring that no one will have to fear losing health coverage and choose welfare instead
of work to ensure that their children have health insurance. Both the EITU expansion and heaith care
reform will help support workers as they leave welfare to maintain their independence and setf-
sufficiency.

The key missing component for making work pay is subsidized child 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. In addition 0 ensuring child care for participants in the transitional assistance
program and for those who transition off welfare, child care subsidies will be made availabls to Jow-
income working families who have never been on welfare,
There are two major issues as we think about ¢hild care in the context of welfare reform:
. How much subsidized child 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 CHILD CARE AND FOR WHOM?
There are three categories of low-income families with child care needs that we ought 1o consider:
. Families in JOBS, working part-time, 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 boen on welfare or working beyond a transition
period.

All three categories have legitimate claims on child care subsidies. Families who are required to
participate in JOBS are currently guaranteed child care, and rightly so.  People who are working but
sttt on welfare have their child care subsidized through disregards'in their AFDC and food stamp

- penefits, and sometimes through subsidies. We propose to continue current guarantees of child care
subsidies for these categories of recipients. ?eopie in the WORK program are }ike 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 EITC. The proposal would guarantes their child care,
just 85 it is guaranieed for JOBS and AFDC participants.

Usnder current law, people who move off welfare and are wotking are guaranteed subsidized child
care for a year in order to ease the transition. We propose to continue that guarantee for participants
in the transitional assistance program who ssove info private ssctor work.

It is hard to argue, however, that low-incoms working families who are not on welfare or are
transitioning off welfare are less needing or deserving of child care subsidies than people who are on
welfare, It seems quits inequitable 1o provide child ¢are subsidies to one family and to deny them to

- another whose circumstances are identical except for the fact that the first family is or has been on
welfare,

The cructal issue 1o be decidad is the size and shape of a child care subsidy program for the working
poor. This program should gimost certainly be designed as a capped entitiement. There are three
basic aptions, which reflect different overall levels of resources and different targeting strategies.

Capped Entitlemeni: 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 important that ¢hild care subsidies
be available for the working poor, independent of their prior welfare status, The ieal approach, if
resources were 10 constraint, would be to guarantee a child care subsidy to all working poor families
who need it, with a reasonable ceiling on cost per child. The cost of such a full-service entitlement is
estimazed to be between 32 and $3 billion per year of net new Federal and State spending,

This estimate is very uncertain. Becsuse 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 sctual costs. Qn the other hand, experience to date
suggests that actual child care usage is often much lower than planners pradict; 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 seems unwise at this point to
establish an uncapped entitlement which could potentially become quite expensive.

. The logical 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.
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We suggest a funding level at less than full service in order to reflect available resources, The
proposal is for $2,0 billion in 1999, with a five-vear cost of $5.0 billion. This is less than our
estimates for full service, and therefore, reguires some method of allocation.

Allocating 8 Capped Entitiement: State Discretion

The most obvious way of structuring a capped entitlement 10 child care for the working poor, whether
at the full-service level or at a lower level, is to allot available funds 1o 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 full-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
difficult to set. Child care subsidies tend, thetefore, to be distributed inequitably, often on the basis
of a first-come, first-served strategy that cannot address relative need.

Allocating 8 Capped Entitlement: Targeted

An alternative would be a 1argeted cappad entitlement. Because &t would be capped, spending levels
would be controlled. But if it were targeted (o a population sub-group, and set at a level that was
estimated to be sufficient to serve that sub-group, the allocation problem of the full-service, capped
entitlement could 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 resource
allocation.

One possibility is to target young families, along the same lines and for the same reasens that we are
targeting young AFDC applicants and recipients for phasing in the transitional assistance program.
This strategy has many attractive features, It can be justified on the same grounds that we justify the
focus in the transitional program--investing in young families. 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 child care subsidies if they are wotking, whether or not they are or
have been on weifare. The disadvantage of this kind of targeting, obvinusly, is that it denies services
1 older mothers simply on the basis of their birth date. Focusing child care subsidies on young
mothers may send 3 wrong message sbout the desicability of deferring parenthood,

The estimated additional costs of child care subsidies for young families are about $750 million per
year. Qur suggestad funding level would, therefore, be sufficient (o serve all young families and a
portion of otder families,

QUALITY AND COORDINATION ISSUES

The issue of quality versus quantity in child care has a long and contentious history. Al 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 preferred over informal care, and
that rates should be set in such 2 way that expensive care I8 not only eligible for subsidy but is
©encouraged. At the other exireme are those who argue that child care subsidies should be availsble
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 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 supplemental child care as needed. This Administration’s
commitment to expanding Head Start, and to developing mwore full-day and full-year Head Start slows,
wifl ensure that as many as 1,000,000 low-income children in 1999 will be served by Head Start,

Parentul Choice and State Oversight

Recent child care legisiation has been based on the consensus that for other child care arrangements,
parents should have vearly unlimited choice, constrained only by State regulations and by minimum
health and safety standards. The goneral principle is that providers who receiva subsidies should meet
State licensing or registration standards and that parents should be informed about their child care
choices. 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
other providers of more formal care) would be required to register with the State and 10 meet State-
defined requirements for the prevention and contro! of infectious diseases, building and physical
premise safety and minimum health and safety training of providers. |

Investiments In Quality #mi Supply

A third point of general agreement Is that some funds ought (o 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 refercal programs; grants or loans to assist in meeting State and Jocal standards;
monitoring of vompliance with licensing and regulatory requirements; training and technical assistance
to providers; and enhancements to compensation for providers. We also propose to easure that
training amd technical ascistance are available to enable welfare recipients, including JOBS and
WORK participants, t© 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 general, States pay subsidies for child care squal to actual 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
agross child care programs and payment mechanisms. The current maxinum payment for child care |
subsidized through the AFDC child care disregard was set at $175 per mouoth in 1988 (for children
.ape 3 and oider;. This level needs to be raised to reflect current market comdditions and defined in

such a way that it can vary automatically over time and possibly reflect geographical differences in
prices.

Program Coordination

Finally, there is agreement that child care programs and funding streams should be designed in ways
that are easy to administer and appear "seamless” to parents. This can be achisved both through
program consolidation, when possible, and through coordination of rules, procedures and automated
systems. Because of fiscal and political difficulties ful! consolidation is very difficult to achieve;
nonetheless, full coordination ought to ba 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 placs, High
rates of female-headexdt family formation and the 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 paimt.  Births to school-age unwed mothers are an especially enduring tragedy. Too
many children are not recelving financial suppost from both their parents. This 10 contributes to
rates of welfare receipt that are much higher than we would like,

Concern over the dramatic increases in out-ofvwedioek births has led some commentators to advocates
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 mothers, increase the need for
spending on foster care and orphanages, and potentially increase the number of abortions.

We believe that the best prevention strategy is one that focuses on parental responsibility and providas
opportunities for exercising B, 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 ahout the consequences of thelr 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 becoming a father. A girt who knows that young motherhood will
not relieve her of obligations t live at home and go 10 school may prefer other choices,

The current welfare system sends very different messages, often letting fathers off the hook and
gxpecting litle from mothers. We hope and expsct that 2 reformed systens that strongly reinforces
the responsibilities of both parents will help prevent too-early parenthood,

Along with responsibility, 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 lzad to 3 better life. Both our child support proposals and our
transitional assistance proposals are designed to offer opportunity to work and prepare for work, snd
are budlt on the experience of effective programs. However, the knowledge base for developing
effective programs that prevent too-early parenthood is much less solid.  Our strategy, therefore,
smphasizes trying many approaches and learning about which are most effective, -
Uur i proach has five components:

0 Child support enforcement

* Responsibilities of school-age parents

. Respoasible family plasaing
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» Learning from comprehensive prevention approaches
. Supporting two-parent families.
CHILD SUPPORT ENFORCEMENT

A strengthened approach to child support enforcement holds both parents responsible for supporting
children, It makes clear to fathers, as well a8 to mothers, that parenthood brings with i clear
obligations, and that these obligations will be enforced, with serious and predictable consequences.
The chiid support enforcement reform proposal has three major elements:

¢ Establish awards in every case

¢ Ensure fair award levels

¢ Collect awards that are owed,
Establish Awards in Every Case

Our goal is to sstablish paternity for all out-of-wedlock births, This would be accomplished by
offering States performance-based inventives for all paternities established, whether or not the mother
is curremtly on welfare, expanding the in-hospital paternity establishment provigions enacted as part of
OBRA 1993, and expanding aducation and outreach efforts to stress that having a ¢hild is a two-
parent responsibility.

The proposal streamiines the legal process for establishing paternity, enabling States o establish
paternity much more quickly. This would be accomplished by requiring up front™ cooperation {prior
to receipt of welfare benefits), by establishing clear responsibitity for the 1V-D agency 10 maks the
cooperation and sanction determination, and by simplifving the process by which paternity is
established,

The responsibility for paternity establishment would be clearly delinsated. Mothers would be
required to cooperate in establishing paternity as 4 condition of receipt of welare, This strict
sooperation requirement would require the mother to provide both the name of the father and
information sufficient to verify the identity of the person named, (Good cause exceptions wonld be
granted only under narrow circumstances.) In turn, the States would have a clear vesponsibility w
establish paternity when the mother has fully cooperated, ' We propose that the States be held fully
responsible for the cost of bepefits paid o mothers who have cooperated fully bus for whom paterpity
has not bean establishad within 2 strictly defined time frame.

While the proposal is very tough and strict in its approach to paternity establishment, it does not
punish mothers who coaperate fully. Applicants must meet the new siricter cooperation requirement
prior 1o the receipt of benefits, but when the mother has fully cooperated and provided complete
information, the burden shifts to the State t© establish paternity. In contrast, soms have proposed that
the mother must igve paternity established prior 1o receipt of benefits. The mother who has done
everything that can be expected of her is unfairly penalized under this approach for the State’s
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inaction or inefficiency in geiting paternity established. She could be denied benefits for 2 long time
through no fault of her own.

Fasure Fair Award Levels

The proposal would establish a National Guidelines Commission to study and report 1o Congress on
the adequacy of award levels, the variability of award levels and the desirability of national
guidelines.

The proposal would zlso require universal, periodic updating of awards so that all awards would
closely reflect the current ability of the noncustodial parent to pay support. States must establish
simplifiad administrative procedures fo update the awards,

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

Collect Awnrds that are Owed

The proposal seeks to develop a child support system for the 2[5t century.  All States must maintain a
central registry and centralized collection and disbursement capability, States must be ablé to monitor
support payments and take appropriate enforcement actions imumediately when support payments are
missed. Certain routine enforcement remedies would be imposed administratively at the State level,
thus taking advantage of computers and automation t0 handle these measures using mass case-
processing techniques. A higher Federal match rate would be provided to implement new
technolfogies,

To improve collections in interstate cases, a Federal Child Support Enforcement Clearinghouse would
be created to track parents across State lines. This would include a National Directory of New Hireg
50 that wage withholding could be instituted in appropriate cases from the first paycheck. The
adoption of the Unifocm Interstate Family Suppont Act (UIFSA) and other measures would make
procedures in interstate cases more routing. In addition, the IRS role in full collections and tax
refund offsets would be streagthened, and access to IRS income and asset information woulkd be
exparnded, -.

States also would be provided with the tools they need, such as the authority to revoke licenses and
access other datx bases, so that the child support enforcement system is able to ¢rack 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 iry t hide in order to escaps payment.

The Pederal funding and incentive structure would be changed in order o provide the pecessary

resources for States to run good programs, and performance-based incentives would be utilized to
reward States for good performance,
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Issue: Child Support Enforcement and Assurance {CSEA)

For children to achieve real economic security and to avoid the need for welfare, they ultimately nesd
support from both parents. The proposals described above are designed to colfect as much money
from absent parents as possible, But what bappens when little or 0o money is collected from the
noncustodial parent either because the child support enforcement system is ineffective, or because the
absent parent is unable o coniribute much due to low sarnings? In those ¢ircumstances, a ¢hild
support enforcement angd assurance system would guarantes that the custodial parent gets some
assured level of child support, even when collections from the noncustodial parent fall below that
level, Thus, single parents with a child support award in place could count on soms fevel of child
support which, since the benefit i not income-testexd, they could then use to supplement their
earnings. Numerous State and national reform commissions (including the National Commission on
Childreny have called for demonstrations of this concept,

Proponents argue that child support enforcement and assurance would significantly ease the difficult
task of moving people from welfare to work. If single parents can count on some child support,
usually from the noscustodial 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 child
suppert. This approach would offer single parents real economic security. CSEA is not unlike
unemployment inssrance for intact families, When an absent parent becomes unemployed or cannot
pay child support, the child still has some protection. And since CSEA is not income-tested, there
are 1o reporting requirements, no welfare offices, no benefit offsets and no welfare stigma.
Proponents also suggest that CSEA benefits be subtracted deliar for dollar from welfare payments,
especially in high-benefiz States. Thus, & 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 from working rise
considerably. Essentially, all of the net new costs of 3 CSEA protection program would go for
supporting custodial parents who are off welfare and working. Proponents also argue that if CSEA
protection is provided only to people who have a child support award in place, women will have
much more incentive 1o cooperate in the identification and location of the noncustodial father, since
they can count on receiving benefits, Finally, proponenis argue that the program would focus more
attention on the importance of noncustodial parents providing economic suppart to their children.
States might also experiment with tying the assured payment 10 work or 0 participation in a training
program by the noncustodial paresz:, and with other incentives 1o encourage noncustodial parents 1
pay child support. .

Opponents worry thay CSEA would dilute the pressure to scrually coliect child support and would
increase incentives to form single-parent families. 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 1o iry to increase collections, especially if the Federal government is paying for
CBEA. 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 opponeots also argue that there would be fewer incentives
for absent parents to pay child support since their children are assured of some level of support even
if they fall to pay.
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Issue: Enhancing Responsibility and Opportunily for Noncustadial Porents

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 zoncustodial parents to remain involved in their children’s
lives—not drive them further away., The well-being of children who tive only with one parent would
be enhanced if emotional and financial support were provided by both of their parents,

Ultimately, the system’s expectations of smothers and fathers shouid be paraliel. Whatever Is expected
of the mother should be expected of the father, and whatever education and training opportunities sre
provided to custodial parents, similar opportunities should be available W noncustodial parents who
pay their child support and remain involved in the lives of their children. If they can improve their
earnings capacity and maintain relationships with their children, they could be a source of both
financial and emotional support.

Much needs 1o be learned ahout noncustodial parents, 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 spproaches;

s, A portion of JOBS and WORK program

ﬁzadmg would be rt:smed for trammg, wnrk readmess educational remediation and mandatory work
programs for noncustodial parents of AFDC recipient children who cannot pay child support due to
unemployment, underemploysment or other employability problems. In addition, States may have an
option for mandatory work programs for noncustodinl parents,  States would have considerable
flexibility to design their own programs,

£58 AN BiD peams. We proposs grants 10 States for programs which reinforce
tiw ziasirabmty fur cizz%dreti to have cazzmued access (o and visitation by both parents, Thess
programs include mediation (both voluatary and mandstory), counseling, aducation, development of
parenting plans, visitation enforcement including monitoring, supervision and neutral deop-off and
pick-up, and development of guidelings for visitation and alternative custody arrangaments,

We alzo propose demonstration grants to States and/or community-based organizations 1o develop and
implement noncustodial-parent (fathers) components in conjunction with existing programs for high~
risk families (e.g. Head Start, Healthy Start, family preservation, teen pregnancy and preveation).
These would promots responsible parenting, including the importance of paternity establishment and
economic security for children and the development of parenting skilis,

RESPONSIBILITIES OF SCHOOL-AGE PARENTS

The program of transitional assistance followed by work that was outlined earlier 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 parents seeking government assistance would 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 parenthond, ensuring that welfare receipt
does not release either parent from their responsibifities to work and sapport their children,
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Minor mothers, those under age 18, have special needs and deserve special consideration. They are a
relatively small part of the caseload at any point in time, but a disproportionate contributor to long-
term dependency. We have four proposals that affect minor and school-age parents:

i iyi 2. We propose requiring that minor parents ive ina household
svzzk Y rmzzszbic aézziz pwfﬁ:&biy a parent (with certain exceptions, such as when the minor
parent is married or if there is a danger of abuse 10 the minor parent). Curcent AFDC rules
permit minor mothers (o be "adult caretakers™ of their own children. We believe that having
a child does not change the fact that minor mothers nead nurturing and supervision
themselvas, and they would be considered children—not as heads of househoid. Under current
Jaw, 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,

: 1ers. We propose to allow States to utilize ¢lder wetfare
maothm za menzor at- nsk scimi«age parms as part of their eommumty gervice assignment.
This model could be especiatly 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 mog promising candidates
for mentoring.

. Targeting school-age parents. We would ensure that every school-age parent 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 be required to participate in JOBS from the moment the pregnancy or
paternity is established, All JOBS rules pertaining to personal responsibility contracts,

" employability plans, and participation would apply to teen parents. We propose to require
case management and special services, including family planning counseling, for these teens.

ate gption : 2 entives, We propose to gzve States the option to use monetary
iacﬁa‘:zvm mmbmed wzzb sazzcthzs as inducements to remain in school or GED class. They
may also use incentives and 3anctions © encourage participation in appropriate paresting
activities.

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING

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

- nal 412N ggainst i 7 We propose that the Adminigtration lead a
zzammal camya;ga agamst zwz ;;wgz;am:y, involving the media, community organizations,
churches and others in z concented effort 10 change perceptions. The campaign would set
national prevention goals and challenge the States 1o come up with school or community bassed
plans to meet those goals.
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o fun for {4 ] ' le X, Responsibie family planning
tequs that famziy pianmng services be avanlable for those who need them. A request for
increased funding for Title X was included in the FY 1995 budget submission.

Issue: Family Caps

The issue is whether States should be allowed or required o limit benefit increases when additional
children are conceived by parents already on AFDC, if the State ensures that parents have access to
family planning services, Nonwelfare working families do not receive a pay raise when they have an
additional child, even though the tax deduction and the EITC may increase. However, families on
welfare receive additional support bacause their AFDIC benefits increase automatically to include the
needs of an additional ¢hild,

Proponents of family caps argue that they would relnforce 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 mixmszbzizzy 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.

Opponents of tamily caps argue that there is no evidence that they deter births, and that they deny
benefits to needy children, Opponents also argue that the value of the benefit increase is similar to
the value of the tax deductions and EITC increase for g working family that has an additional child,
(The tax deduction and BITC increase for the second child is worth $1,241 at the $20,000 income
level; the tax deduction is worth 3686 at $60,000. AFDC benefits increase $684 per year for the
second chiki in the median State; including food stamps increases benefits by $1,584.)

LEARNING FROM PREVENTION APPROACHES THAT PROMOTE RESPONSIBILITY

Solely changing the welfare system is insufficient a5 a prevention strategy. For the most pan, the
disturbing social trends that lead to welfare dependency are not caused by the welfare sysiem bt
reflect a larger shift in societal mores and values. Teen pregnancy appears to be part of 3 more
general pattern of high-risk behavior among youth.

The Administration is developing several initiatives that aim to improve the opportunities available to
young people and to provide alternatives to high-tisk behavior. The School-to-Work initiative, for
example, would 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 Administration’s erime
hill focuses additional resources on crime prevention, especiatly on youth in disadvantaged
peighborchoods. Initiatives like these are aimed at raising aspirations among young people who might
otherwise become parents too early.

In addition, we ought to direct some attention specifically 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 evaluates them for their potential to be more broadly

effective.
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. Barly childbearing and other problem behaviors are interrelated and stmngiy

‘ int’iuenced by e general life-experience associated with poverty. Changing the circumstances in

which people live, and consequenily how they view themselves, is needed to affect the decisions
young people make in regard to their lives. To maximize effectiveness, interventions should address
a wide spectrum of areas including, among others, economic opportunity, safety, health and
education. Particular emphasis must be placed on the prevenation 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 efforss
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 granis would be of
sufficient size or “¢ritical 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 and would particularly focus on adolescent pregnancy prevention, While models exist for
this type of comprehensive effort, few have been rigorously evaluated. We propese a systematic
strategy to learn from variations in different types of approaches. All demonstrations would include a
strong evaluation component.

SUPPORTING TWO-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) ehmlnatiug the more
stringent rules for two-parent families that exist in current law; and 2) requiring States to provide
benefits to two-parent families continuously, instead of llmlung provision of such benefits to 6
months., Allowing two-parent families to receive the same benefits that single parents receive should
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 |

Two-Parent Estimates

1. The costs for eliminating the special eligibility requirements for two-parent families is based
upon estimates from the food stamp quality contro! data file, These estimates were then
adjusted for increased participation based on estimates from the MATH model employad by
Mathematica Policy Research, Inc,

Child Support Enforcement Estimates

1. The costs for the poncustedial parem provisions are 10 percent of the JOBS and WORK
program £0sts,

Caseload Numbers and JOBS and WORK Estimates

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

1. Adult recipients (including teen custodial parents) bora after 1972 are subject to the time limit
beginning in October 19496 (FY 1997). The cost estimates assume about cne third of the
States, representing 40 percent of the caseload, will implement the policy a year earlier than
required. This follows the pattern of State implementation under the Family Suppont Act.
JOBS spending on other portions of the caseload would continue as per current law,

2, Non-pareatal caretaker refatives are not subject to the pew rules and are not phased-in,

3 Farents who have a child under one {or under 3 months, i conceived after the initial welfare
veceipt), are caring for 4 severely digabled child, report @ work limitation or who are 60 vears
of age and older are deferrod from participation in the JOBS and WORK programs. As of
FY 1%99, sbout 25 percent of the phased-in caseload is deferred,

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

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

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 i3 assumed that everyone is
panticipating in a JOBS activity which costs the program money. .

7. The o3t of developing and maintaining 2 WORK assignment is calculated using CWEP data
from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for
inflation using the projected CPI). Approximately 25,000 and 130,000 WORK slots would be
required in 1998 and 1999, respectively.
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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

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

Teen Case Management 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 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
expendituces 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-to-work demonstrations of the 1980s (San Diego I and Baltimore Options).

The additiona! 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 per year, in 1993 dollars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided to 20 percent
of those in the JOBS-Prep program. As States currently serve only 16 percent 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. We do not 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 JOBS-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 disabilities, 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.

42



(i Bruce Reed
CONFIDENTIAL DRAFT--For Discussion Only

Child Care Estimates

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

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.

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

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

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

Our working poor estimate represents a phase-in of a capped entitlement 10 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.

2.

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,

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 chi]dren born on AFDC during previous spells of welfare receipt.

43



= o
.

o o Conl- YT

February 25, 1994

MEMORANDUM FOR DAVID ELLWOOD, MARY JO BANE, AND WENDELL PRIMUS

FROM: CAROL RASCO, BRUCE REED, AND KATHI WAY

SUBJECT: Editorial Changes 1o February 24th_Draft

Thank you for all vour hard work this wecek in preparing a document for the Working
Group megting.

Plcase make the following editorial changes before handing out the issue paper
1OMOoTTow,

INTRODUCTION

p. 1
Lst bullet: Delete "yet” in phrase "not yet ready to work”

Zrd bullet: Insert new first senfence: "People applying for assistance may be required
to go through supervised job search first. As soon as people begin recoiving... ete.”

3rd bullet: Delete "gencrally" in first sentence.

4th bulict:  Change "mounted” to "tested”.

p. 3
1st bullet: Rather than bom after 1969, say "such as the youngest third of the

cageload”

Table 1

Source: This should read "HHS/ASPE Staff Recommendations. These cstimates do
not represent a consensus recommendation of the Working Group chairs, and have not been
agreed to by OMRB”

INote: We have our doubts about several of the line itoms listed, such as Jobs Prep,
Enhanced Teen Case Management, and Transitional Child Care. We also belicve that the



Child Support Assurance number is too high, and that any two~parent provisions will have to
be paid for as part of 2 Reinventing Government section that ncts out at zero.]

p. &

2nd graph: The last three sentences {on equity concerns) should be dropped, in favor
of the first two sentences from the following paragraph. Our phase—in is vulnerabie o equity
criticisms, too ~- and the reapplicant argument is much stronger anyway.

Sth graph: Drop "however" in the third sentence.
Replace "rescue” with "cnd welfare for®

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

“This plan would call for a reasscssment five years after enactment, to determine whether we
are successfully implementing the program for the younger generation and can accelerate it to
phase in older reeipients.”

4ih graph: Inscrt after the sentence “A decision to focus on .7 the following
sentence:  "For example, states could have the option to phase the program in more quickly.”

p. 8
2nd graph: Drop "The nemenclature of”

Option C & D: We agreed on 3 months, not 4
D. 9

1st graph: Inscrt sentence after recommendation of Option C that says, "This option
would cut the number of cxemptions by nearly half from current law.”

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

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

p. 10
1st graph: We believe the cap should be 8%, not 10%, so that the overall leopholes
add up to 1/3.
Drop "TAP®

p. 11
3rd graph: Change "for no good reason” ta "without cause”

Sth graph: Drop the fragment "And no wonder.”

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



political memo,

Part-time vs. Full-time scction: This whole background section is confusing and
redundant, and the arguments are loaded. [t could casily be consolidated into a few
sentences. The 4 paragraphs in favor of part-time work and 2 paragraphs against it should be
collapsed to say, "Those who belicve part—time work is sufficient argue that it is more
realistic for single parents with young children, is a good stepping stone to full~time work,
and is the best we can expect from many recipicnts. Those who oppose this approach arguc,
that the EITC, health reform, expanded child care, and welfare reform are supposed to help
people hecome sclf-sufficient and get off welfare altogether, not Iet them collect welfare
indefinnely if they arc simply working part~time."

p. 13

Sth graph: Ingcrt new sentence before last sentence which says, “Other alternatives
include slowing down the time clock for part-time work, but not stopping it (i.c., two months
of part-time work counts as onc month against the limit), or changing the rules so that the
EITC is counted as moome when calculating welfare benefits {(which would make the EITC -
- not welfare =~ the major supplement for work, whether part-time or full-time).

p. 14

Next to last graph: As written, the Pennsylvania example implics that there is
something wrong or unrcasonable about expecting someone 10 work 29 hours to receive 29
hours worth of wages. This example should be dropped or amended.

p. 15
Last two full graphs: References to “unions” and "advocates for the poor” should be
changed to read "Some argue...”

p. 16

2nd graph: The sentence after “The big problem...” should read "Onc strategy would
be to have individual evaluations for those who reach the WORK time Himit to decide
whether they should be returned to JOBS-Prep if they are not job-ready, or have their
welfare benefits cut back considerably if they are job-ready."

p. 17
3cd graph:  Additional monies or a higher match "might” be made available (not
“would™},

p. 19
Last sontence: "might be" waived (not "is" waived)

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

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

<&



p. 24
2nd graph: Change "almost certainly” to "potentially” incresse the number of abortions

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 deopped. I our paternity cooperation requirement works as advertised, this &
argument docs not hold,

4th graph: Insent "and increase incentives to form single—parent families” at the end
of the first sentence.

p. 28
3rd graph: Either drop the sentence about "New programs should be modest )" or
include it in the CSEA section as well.

p. 29
Minor mothers: insert "as a child, not head of household” after the phrase "with a

responsible adukt” <

School-age: No school-age parent will be a caschead.  Can a school-age parent be
"of any age"7)

Last graph: The costs are "nominal" (not "trivial”)

p. 30
Family Caps: This page says the cost estimate is based on 0% of the states and
cascload, but the footnote on p. 35 says the CBO figure is based on 33%.

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



INTRODUCTION

Everyone is frustrated with the welfare system. Welfare refornm
is designed to give psople 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 sxpectations 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--hoth parents--
have responsibilities to suppert their children., It gives pecple
access to the training they need, but also expects work in
return. It limits cash agsistance to two yvears, and then
reguires work, preferably in the private sector, but in community
service jobs if necessary. Most importantly, it changes the
culture of welfare offices, getting them out of the check-writing
businegs and into the training and job-placesment business.

Ultimately, this plan requires c¢hanging 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

A G1E £ Everyone who receilves cash support is
axpected to do something to help themselves and their
community. The requirement applies t¢ those whe 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 sonmething
for themselves or their community, but will not be subiject
to time limits until) they are ready to engage in training,
education or employment services.

Iraining 3 _ { B
programl . hs socn as peapi& begln recazvlng p&bl&c
assistance, they will sign a personal responsibility
contract &nd develop an employability plan to move them
into work as quickly as possible. Many will get jobs
guickly~~in weseks or months-—after assistance with job
search and job preparation. Ofhers will spend time in
education and training services as needed. The program
will be ¢losely coordinated with existing mainstream
education and training programg including current and



new labor departments programs (the Job Training
Partnership Act and the Workforce Security Act),

School-to~Work programs, vocational and post-secondary
aducation.

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 aye up. Extensions Lo complete an education
program will be granted in a limited number of cases.

Work for those w! hay r time limit {the WORK
programy. Those p&aple who are stilil unable to find
work at the end of two vears will be reguired to weork
in a private sector, community service or public sector
dob. These ars intended to be real, work-for-wages
jobs., The progranm will be designed to favor unsubsidi-
zed work and to ensure that subsidized joks are short-
term and non-displacing.

Haking Work Pay

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

The expanded Ezwc makes 1t pasaibze for lew—&age
workers to support thelr families above poverty.
Efforts will be made to help families receive the EITC
on a regular basis.

X Lhe K d In addition to
&nsurznq chlld aare for partxa&pants 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 been on
welfare but for whom assistance is essential to enable
them to remain in the workforce and cff welfare.

Parental Reaponsibility

Ll forae ' The child support enforce-
mant systa% will bﬁ strengﬁhened to ensursa that awards
are established in every case, that fair award levels
are maintained and that awarda that are owed are in
fact collected. Demonstrations of child support
assurance and of programs for noncustodial parents will
be conducted.



spac1al aase managament services and will be required
to live at home and stay in school to receive incomes
suppert. 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 propote two-parent families, We will provide
better support for twowparent families by elinminating or
reducing the current bias in the welfare system in which
twowparent families are subject fo more stringent eligibilie
£ty rules than single-parent familles.

Reinventing gGovernment Assistance

income su t prograns. The admzni&tratxv& and r&gulatory
program structures of AFDC and Food Stamps will be rede-~
signed to simplify and coordinate rules and to encourage
work, family formation and asset accumulation,

21 ol : In addition to incentives
for ailents, Incentives will be designed to bring about
a systemic change in the culture of welfare offices
with an emphasis on work and performance.

POLECY IBBUEH TO BE RESCLVED

The attached paper lays oub the majdor 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 slement--Reinventing Sovernment 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,)

The Welfare Reform Working Group met on Saturday February 26 and
discussed the issues that were indentified as the nmost important
in the paper., There are five particularly significant sets of
issues that neec¢ to be resolived:

The scale and phase~in of the reformed welfare system
Should we seek to bring everyone on the caseload into the new
system quickly, or should we initially target our resources to

sub-groups, such as new appllcantﬁ 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 phass~-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
helped.

The Working Group agreed that an initial focus on the
youngest third of the caselead was their preferred
phase~in strategy.

Extensions to and exempitiocns from the 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,
egpecially those with language difficulties, education deficits
and ne work experience, may not be able to appropriately prepare
themselves for work in a twe year period.

The Working Group agreed that a linited number of
extensions for such purposes as completing a high
school or +dob training progran were appropriate. A
large majority of the Working Group agreed that
extensions should not routinely be granted for the
purpose of completing a four vear college program.

The igsue of exemptions from the time limit arises becauge not
all recipients are able to work, even if they are not severely
encugh disabled to qualify for SS8I. A second type of exemption
isgue arises because requiring participation from mothers of
infants or very young c¢hildren may interfere with healthy child
development and require substantial expenditures on infant day
care. Under current law, over half the c¢aseload, including
mothers of children under three, is exempted from participation.

The Working Group agreed that exsmptions should be
limited, and that participation in some activiies be
expected even of these who are exempted. The Working
Group agreed that states should be permitted to exempt
up tc a fixed percentage of the cassload 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
yeayr {i.e., until the baby‘s first birthday) or for
twelve weeks (Twelve wegks is the mandated leave time
in the Parental Leave Act.) MNost members agreed on a



ene year exepption for infants who were not conceived
on welfare and a twelve week exemption for thosse
conceived on welfare, with a state option to lower the
exenption period to twelve weeks for all children,

Tha structure and requirements of the WORK program for people who
coms to the time limit without having found unsubsidized 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? wWhat methods should we use to mininize
long-term participation in thig work program? How many hours of
work should be regquired?

Work for wages 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 peried of -job search, the state may be
regquired to provide a subsidized or community service 1job for
some. One issue is whether gtates should be parmitted to offer
"workfarse' slots, as opposed to susidized private sector work or
community service jobs in which the participant works for wages.
Workfare iz somewhat easier to administer than work for wages,
but does not provide either the dignity or the discipline of a
job that pays wages.

The Woerking Group agreed that an emphasis on work for
wages was a defining feature of the Administrationtg
welfare reform proposal and should be held fism.

Time limits an(éé%égggé)ar community service work. There is
general agreement th sidized job slots will last for a
defined period of time, after which the person will again be
expected to leok for unsubsidized work. An issue arvises around
what iz expected to bhe a spall 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
ancther welfare program. Instead, people who continue to be
unable to find employment might return to a deferred status,
might hava their welfare benefits reduced or wmight be cut off
antirely.

The Working Group agrsed that a serious reassessment
should be done of evervone who comes to the end 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 dob
would have assistance terminated. In situations whers
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jobs were not available for people who conscientiously

played by the rules and tried to find work, assistance X
would be continued through another fjob slot or a Ay
workfare agsignmant. ’ ’

The Working Group also agreed that federal reimburse-~
ment to states should decline the longer people wsre on
the ralls, in order to provide seriocus 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 esarnings 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 banefits after two years, if they live in s state where
half time work at the aminimum 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. Yarger families are
eligible in more states.} Proponents of allowingabenefit -
receipt in these situations argue that getting someone to work
part time is a big success and should be rewarded. Opponents
argue that continuing AFDC as a work supplement for long periocds
of time is counter to the basic philsophy ¢f the new progranm,

‘ The Working Group was split on this issue. Most ﬁ’
menbers, however, were satisfied with a compromise that . ?L
said that supplementary welfare benefits would be
provided for part time workersz (at least twenty hours}
who had pre-school children, and at state option ta i;7
other part time workers. ;

A related issue arises around the number of hours of work that

states would be reguired to provide through subsidized or

community service jobs, and around whether supplemental welfare

benefits should be paid if the required hours of work did not

generate pay at least as high asg the welfare benefits received by
non-working welfare recipients in the state. Because of wids
wariations in state welfare benefit levels, the number of hours

of work at the minimum wage required Yo earn the squivalent 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 te 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 reguire more than the
convention definition of full time work.



The Working Group agreed that states could vary the
number of work hours they required, bhut that they could
go no lower than 15 nor higher than 35. , ‘.

We assume that most states could and would require werk hours
that would produce earnings reoughly equivalent to welfare
benefits; some states might do this by paving more than the
mininum wage. In the median state this would be about 26 hours a
wegk 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
7 raise the wage to a level sufficient to pay the eguivalent of
‘he welfare benefit. Should they provide a supplementary beneflit
to bring family income up to the level of welfare benafits 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 jok, should not be penalized by
recelving lower benefits. The argument against doing so if that
this too would continue welfare as a work supplement.

f
The Working Group was split on this issue. As on the f ?Yb
previcus issue, however, most members secemed agreeable { ﬁ
to providing supplements for part time work for parents {

of pre-schoo)l children, with a state option to l
supplement for others. .

The level and focus of child care for the working poor

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

Child care for the working poor is a potentially costly addition
to a welfare reform package. The argqument for including it,
however, is to ensure that low income working families are
encouraged to stay off welfare, and that equity is waintained
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 refornm

effort. The Working Group also agrees, however, that

working poor child care should not ke paild for by cuts %?ﬂ}»
in programs for the very poor. There is a strategic

decigjion to be mede, therefore, about the financing and

packaging of this aspect of welfare reform.

Barsntal responsibility and prevention

Should demonstrations of child support assurance and programs for
non-custodial parents be included in the welfars reform package?
Should states be allowed or reguired to reduce benefits for
children conceived on welfare?



The Working Group agrsed that demonstrations of both

Child Support Assurance and programs for non-custodial }
parents should be included, but enthugiasm for both of
them wvaried. .

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

COBTE AND FINANCING

The attached paper does not include a discussion of financing
ocptions. The Working Group recognized that decisions about the
overall welfare reform package that have sericus cost implica-
tions need to made in the context ¢of available financing
possibilities. Isszues of balancing costs and financing were not
discussed at the February 26 nesting, but will be the focus of
the next meeting.

To provide a sense of the scale of a program and the cost of
particulay elements, we have crsated a hypothetical proposal,
which served to quide the Working 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 decument, we refer to this
hypothetical baseline and indicate where different programmatic
decisions would have led to a larger or smaller program. The
table which follows is provided only as a basisz of discussion--
not as an indication that policy decisions have baen nade.
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AGENDA

Parental responsibility and prevention

o Teen pregnancy prevention/ the national mopbilization
for youth opportunity and responsibility

o Enharncing responsibility and copportunity for
noncustodial parents {demos)

o Child support assurance (demos)

o Family caps

Reinventing government assistance

¢ Automcbiles, assets and IDAs

o Extension of henefits to two-~parent families
© State option for earnings disregards

o Caps or limits on elegibility/benefits

Overall package: What is success?

Overall package: Balance of toughnesg and protections
Costs and fiﬁanainq

o Basic package costs

& Cost reduction options
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THE BALANCE OF TOUGHNESS AND PROTECTIONS

Time limits and work requirements

Key elaments

o serious time limit folliowed by work with sericus
sanctions

o responsiveness to individual needs through
employanility plan

o defernents (JOBS prep) and extensions in special
clroumstances

Rey decisions
o +time limits and protections in the WORK program
o intensity of participation regquirements

o defarment and extension policy

Parental responsibility and prevention

Key elements
o seriocus enforcement of child support obligations

o requirements on and services for minor and schoel
age mothers

o waricus approaches to teen pregnancy prevention

¥ey decisions
o size and scale of demonstrations
o living at home and family cap reguirements

o size and scale of teen pregnancy prevention



.w

WHAT I8 BUCCEERY?

Criteria for success
o caseloand reductions

o full participation

¢ time~limited work preparation followed by work

¢ children as well or better off

o system emobles values of work, responsibility and
family

Key decisions
¢ speed and manner of phase-l

¢ supplements for part~time and/or lovw wags 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 axpeacted to leave welfare for work. But the guestion
remains: should someona who is working in a low-wage job at the
end of two years, in gither a regular or a WORK job, still
receive a welfare supplement, if they meet the sligikility
atandards in their statae?

One option is to continue walfare for such families.
Allowing supplementation has several advantages. First, it may
permit or encourage parents to work part~time, leaving them with
more time to dsal with scheol achedules, child care, sick
children, attending a community cellege or other training
opportunity, etc. Second, part-time work may be a stepping stone
to full-time work and better paying jobs. Currently, only 8
percent of adult A¥DC recipients work in a given month,
Encouraging more to work, even part-time, could be viewed as a
maicr accomplishment. Third, unless there is supplementation in
high~benefit states, those gtates would either have to provide
full-time jebs In the WORK program or see participants face a
drep in their income, If wa insisted that they provide full-tine
dobs in syder to hold people harmlaszg, it wouid cost us more for
child care.

A second option is to end waelfare entirely at the end of twe
years, aven for the working poor who might still qualify in some
states. This would and welfare for all and not just for some of
thoge able 1o work, It weuld eliminate continuation of the
current ineguity in benefit levels across states. It would
ancourage people to become self-sufficient, with the help of the
BITC, child care, and health care -- rather than continuing to
rely on welfare indefinitely. It would ssem more eguitable to
other families who are working full-time to support thelr
children without the benafit of welfare. It would alsc be less
costly in the long-run than option one.

A tnird alternative is to allow some mixing of work and
welfare for thoge with children under a certain age (three or
five, for example) on the grounds that these are the parents who
are most likely to encounter difficulties working full-time and
also those for whom child care {s likely to be most expensive.

A final alternative would bes ¢o lst the states make the
decision about whether te supplement part~time work with welfare
at the end of twd years.



