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INTRODUCTION

Esierymw is frustrated with the welfare system. Welfare reform is designed to change the very
culturs of the support system and reinforce basic values of work and responsibility, The current
system pays cash when people fail to provide for their families. We propose & new vision aimad at
helping people regain the means of supporting themselves and holding people responsible for
themselves and their families. The proposal indicates that work is valued by making work pay. It
indicates that people should rot have children until they are able to support themn. It signals that
parents—borh parents—have responsibilities 1o support their children. Rt gives people access to the
training they need, but also expects work in return. It fimits cash assistance to two years, then
requires work, preferably in the private sector, but in community servics jobs if necessary,
Ultimately, this requires changing dmost everything about the way in which we deliver support to
struggling families. Most importantly, it requires changing the culture of welfare offices, gefting
the;zn out of the check-writing business and into the training and job placement business,

Fdndament,ally, this plan is about giving people back the dignity and conirol that comes from %ti:
and mdependence It is about remfnrcmg work and family and npparzzzzzity am:i responsibility. To
achieve this vision, the plan has four main elements:

Transitional Assistance Followed by Werk

4 Full patticipation,  Everyone who receives cash suppert is expected to do something to help
themselves and theic community, The requirement applies to those who are preparing
themseives for work, to those who are past the time limit and 1o those who are curreatly not
yet ready to work, Those who are unable to work due to disability or other reasons will not
be put into time-limited assistance until they are ready.

g, educs : ragraml, AS soon as people

begin mavmg ;mt}izc asszstarx:e zize.y wziz szgn a persenai responsthzilzy contract and

-develop an employability plan to movs them into work as quickly as possible. Many
will gef 3{32;5 quickly after assistance wiib Joia search and job preparation. Others will
spend time in education and trammg 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 [imits, People who are able w0 work wiii@b& limited 1o two years of
cash assistance, Most people are expecied to entéf Zmployment well before the two
years are up, Extensions to complete an sducation program will be granted in a
limited sumber of cases, '

. 3 those who e eir time Jimit (the WORK program), Those people

’ wim are st;ii mmbie o fmd wetk at the end of two years will be required to work in a
private sector, community service or public sector job. These are intended o be real,
work-for-wages jobs. The program will be designed to favor unsubsidized work and
to ensure that subsidized jobs are short-term and non-displacing.
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Malﬁng Work Pay

Health Reform, An essential part of moving people from welfare to work is ensuring that
i working persons get health protection. The current system keeps people from leavmg welfare
for fear of losing their health insurance.

. van ment of med Incom redit (EITC), The expanded EITC
makes it possible for low-wage workers to support their families above poverty.
Mechanisms will be put in place to ensure that families receive the EITC on a regular
basis.

e ' 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,

Pa:fental Responsibility

. Child support enforcement, The child support enforcement system will be .
strengthened to ensure that awards are established in every case, that fair award levels -
are maintained and that awards that are owed are in fact collected. Demonstrations of
child support assurance and of programs for non-custodial parents will be mounted.

e Efforts aimed at minor mothers, responsible family planning and preventign, Minor
mothers will receive special case management services and will be required to live at
home and stay in school to receive income support. Access to family planning will be
ensured. A strategy for investing in and learning from programs to prevent high-risk
behavior and teen pregnancy will be developed.

. Efforts to Promote Two-Parent Families, We will provide better support for two-parent
families by eliminating the current bias in the welfare system in which two-parent families are
subject to more stringent eligibility rules than single-parent families.

Reinventing Government Assistance

. Coordination, simplification and improved incentives in income support programs, The
' administrative and regulatory program structures of AFDC and Food Stamps will be
: redesigned to simplify and coordinate rules and to encourage work, family formation and
asset accumulation,

. A performance-based system, In addition to incentives for clients, incentives for the
system will be designed to bring about a change in the culture of welfare offices
toward, and an emphasis on, work and performance.

This paper iays out the major unresolved 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
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is provided and remaining issues discussed. (The details of the fourth slement—-Reinventing
Government Assistance--will be addressed later In a separate paper. We anticipate that changes will
be cost neutral for that part of the proposal, so they will not affect cost estimates or financing needs,)

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

The Scale and Phase-In of the Reformed Wellare System—-Should we seek to bring in ail

1
; persons quickly, or should we initially tacget cur resources to seb-groups, such as new g)
. applicants or persons born aﬁer sk Y4

» The Structure and Kequirements of the Work Program for People Who Have Exceeded
{  the Time Limit—After a person hits the time Himit, should we mandate States to provide a job
which pays an hourly wage, or should we aliow States to continue paying a welfare check
while requiring work as & condition of receipt? How many hours of work should be
required? What methods should we use to minimize long-term participation in this work
program? X

¢ ’The Level and Focus of Child Care for the Working Poor--What levet of resources should
we devote to child care for the working poor? How should Hmited resources be zargezed zf‘
there is insufficient money to guarantes coverage for all working poor families?

*  Financing—What measures should be used to {inance the welfare reform package? How
- should the burden be shared between States and the Federal government?

+

Financing is not discussed in this paper.

This draft issue paper is degigned to serve as the background for the key decisions which remain, To
provide g sease of the scale of a program and the cost of particular elements, we have Created 2
hypothetical proposal, The actual cost of the program wil] differ depending on what decisions are
made. In the remainder of the document, we will refer (0 this baseline and indicate where different
programmatic decisions would have led to a larger or smaller program. This table is only provided
as & 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 PROPOSAL

{By fiscal year, in mitlions of dollars)

5-Yasar
15385 18494 1997 1048 1989 Total
PARENTAL RESPONSIBILITY
Minor Mothars o {45) (50) {50) (52 {195)
Comprohansive Demonstration Grants o 50 50 50 5G 200
Two-Parent Frovisions 0 0 440 680 948 2,088
Mo Additional Behefits for Additional Children {35) {100 {10 {140} {180} {535}
Child Support Enforcment
Paternity Establishment (Mot 5 20 (@5} {144 {178) {365}
Enforcorant (Net) g 80) {10G) {108} {3803 {385)
Camgautar Costy 15 38 a5 160 160 465
Non-Custodial Parent Provisions Q a0 a5 110 165 380
Access Granis and Paretting Demonstrations 20 25 30 30 30 138
Ohiid Support Assurance Demonstrations 0 0 100 200 50 550
SURTOTAL, CBE . 40 a0 115 255 i 570
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep 4 18 -5t €0 740 165
Additional JOBS Spanding 4] 260 820 840 880 3000
WORK Progeam o & & 120 620 740
Additionat Child Care for JUBSAWORK ) 240 680 750 820 2,540
Transitional Child Care 0 as 250 300 350 985
E£nhanced Taen Case Managument 0 an o0 105 116 a3s
Econamic Developmeni 0 0] 100 100 160 350
Savings - Caseload Reduction 0 (1% 40) {96} {100 {2403
SUBTOTAL, JOBS/WORK 0 820 1,850 2.285 3,000 7,588
MAKING WORK PAY
Woerking Poor Child Care ] 500 1000 1,500 2,000 5,000
Advance EITG £ & 1] o 0 i)
GRAND TOTAL 5 1,108 3,398 4,580 5,875 14,560

Hate: Parentheses dariote savings.
Source: ASPE Staff Caloutations

' SEE APPENDIX FOR ENONOTES TO TABLE
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opponunity, and
responsibility, "The Werking Group proposal calls for replacing the AFDC program with transitional
assistance followed by work. The new program includes four key elements: full participation,
education and training, time-limits, and work,

» Fyll Participation, Everyone who wishes to receive cash support will be expecied to do
something to help themselves and their community. Recipients will gign a personal
responsibility contract indicating exactly what is expected of them and the government. Moxt
will go immediately into the JOBS program, A limited nurnber of persons who are not yet in
a position to work or train (because of disability or the need o care for an infant or disabled
child) will be assigned 10 a JOBS-Prep program until they are ready for the time-limited
JOBS program. Everyone has something to coniribute. Everyone has a respoasibility to
move toward work axd independence.

d Training, Education, and Placement (the JOBS program). The focus of the two years of

. transitional support will be an expanded and improved JOBS program, which was establighied
by the Family Support Act of 1988 and provides training, education, and job placement
services to AFDC recipients. Every aspect of the program will emphasize paid work.
Recipients and workers will design an emplovability plan.  Oune option would be to require al
applicants 1o go through supervised job search, For those who need'it, the JOBS program
will help recipients gain access to the education and training programs in order o find an
appropriate job. Recipients who willfully fail to comply with their JOBS program
ampioyability plan will be sanctioned. The now offort will seek close coordination with the
JTPA program and other mainstream training programs and educational resources. It will
also include a recognition that supporting workers who have recently left welfare to keep their
jobs may be the best form of help we can offer.

. Time Limits. Persons able o work will generally be limited © two years of cash assistance,
While two years will be the maximum period for the receipt of cash ald by people able to
work, the goal will be to place people in private sector jobs long before the end of the two-
year period. In a limited number of cases, extensions of the time limit will be granted for
completion of an educational or training program or in unusual circumstances. The time Hmit
is & Hfetime limit, but persons who had left welfare would earn back potential time on .
assistance for time spent off welfare. “

. Work (the WORK program). Those persons who are not able (o find emsployment within

the two years would be required to take a job in the WORK program,. WORK program jobs

would include subsidized private sector jobs, a8 well as positions with Tocal not-for-profit

organizations and public sector positions. The positions are intended W be shori-term, Jast-

tesort jobs, designed neither to displace existing workers, nor 10 serve as substitutes for

¢« unsubsidized private sector employment. The primary emphasis of the WORK program will
be on securing private sectoc employment.
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Ultimately changing what happens in welfzre offices will require significant changes in what is
measured and rewarded. The Federal government will create strong financial incentives linked to
fong-term job placement and minimizing the number of people who reach the two-year limit,
Ultimately the best time-limited welfare system is one in which nobody hits the limit because they are
all working before that point.

Six key questions need 10 be addressed in designing the program of transitional asgistance followad by
work,

*  Focus and Phase-In, How quickly should the reforms be phased in and who should be
targeted initially?

4 JOBS-Prep Rules. Who should be put assigned to the JOBS-Prep program because they are
not able to work or are nesded at home? How many persoas should States be aliowed 1o
place in.the JOBS-Prep program?

» JOBS Extensions. Who should be granted extensions of the two-year time limit? What
limits, if any, should be put on the number of extensions allowed?

» Work for Wages Versus Work for Welfare, Should States be required to provide jobsf ‘
paying wages, to those in the WORK program? Would States be allowed to use CWEP
placemerits for all or part of the WORK slot?

. Part-time versus Full-time Work Expectations Should persons working part-time while on
welfare be subject to time limits? How many hours should WORK participants be required 1o
work? Should States be sllowed or required to supplement WORK earnings in a work-for«

wages program?

. Discournging 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 months? Should the 1012l time peopie are allowed to spend in the WORK program be
Hmited?

Focus and Phase-in

The ultimate distribution of persons among the various elements of the progeam (JOBS-Prep, JOBS
and WORK) depends on policy decisions. As a starting point, consider what would happen if we
¢hose to undertake the extremely ambitious task of beginning the program full scale in 1997-most
States wili 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 applied subsequently to
meet the pew requirements. The JOBS program, which now serves an average of 600,000 persons
monthly, would have to expand to almost 3,000,000 participants in 1997. By the year 2000, 750,000
WORK slots might be needed for persons who had reached the two-year time limit.
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} is unimaginahie that States could accomplish this mammoth tagk virtually overnight. Even if
resoucces were plentiful, such a capid phase-in alimost guarantees that the JOBS program will be
poorly administerad, with limited real content, in many States. Facing the need 10 serve millions of
new JOBS clients and to create hundreds of thousands of WORK slots, many States would likely o
provide minimal services to participants in the JOBS program. An effective JOBS program is
essential to moving people from welfare to work and to wransforming the culture of welfare officas,
Accordingly, it is critical that States, as part of the welfare reform effort, be able 1 focus on the
JOBS program. Moreover, the threat of WORK slots displacing existing public and private sector
employees would be much greater with such a swift build-up.

Phasing in the program gradually, starting with 2 subset of reciplents, seems clearly preferables,
There are 2 number of different strategies for 3 morg gradual phase-in. The House Republican bill
applies the new rules, including time fimits, to applicants (both new and returning). This strategy has
the obvivus 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 expectations. This method, ™)
however, raises setious equity concerns, A 25-year old mother who had children before age 20 and doerw ¥
bad been on welfare continuously since that point would face no time Hmit for several years, so long Lo le
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 berss!f in need
of support would be subject to time limits,

Applyiag the time limits to re-applicants also creates very perverse incentives 10 stay on welfare,
Most of the persons who leave welfare do return at some stage, and consequently many recipients
who would otherwise have left might be inclined to stay on welfare to avokd the time timit. Another
related option would be to focus only op new applicants, but since there is little reliable data on past
welfare receipt, such & plan creates 3 virually insurmountable verification problem. Individuals who
wers in fact new applicants could easily claim to have been on welfars in the past.

An alternate strategy would be to phase in by State, The costs {0 the Federal Government during the
phase-in period would be lower, since not all States would be implomenting the program at the same
timee, but the implementing States would still have to grapple with the difficultiss accompanying the
sort of massive expansion of services described earlier in this paper.

An attractive alternative is to focus on young parents~—such as those age 25 or under. It is the
younger generation of actual and potential welfare recipients that are the source of greatest concern, ..
They are, cvm::}aéw the group for which there probably is the greatest bope of making a
profound difféfencs, Younger recipients are likely to have the fongest stays on welfare, in part
because they are at the hegwawg of their speils. Under this approach, we would devote energy and
resources to trying o "rescue” ithe next generation, rather than spreading efforts so thin that Jittle eeal
heip is provided., o withoe o

Mz
One methed of focusing on younger recipients would be to place all persons born after 1969 (under
age 26 in 1995) into the transformed transitional support system. Al persons of the same age and
circumstances would then face the same rules, regardiess of when they entered the system. This plan
implies a gradual phase-in of more and more of the caseload, since the fraction of those on walfare

6



PROJECTED CASELOADS UNDER PROGRAM FOR

OCTOBER 1996 IMPLEMENTATION FOR PERSONS BORN AFTER 1969

FY 1997

FY 1999

FY 2004

Projected Adult Cases With Parent
Born Afier 1965 Without Reform

1.28 mitlion

1.68 million

2.75 million

. Off Welfare with Reform

' {health reform afler 1999, EITC, child
i support enforcement, child care,

, JOBS, WORK, etc)

, 10 million

'ngmm Participants

1.23 million

1.58 million

2.05 million

Working While on Welfare

14 million

.18 million

26 million

. JOBS participants

.78 million

.86 million

.74 million

- WORK participants

00 million

13 rullion

.54 million

JOBS-Prep--disability

14 million

.20 million

.26 miilion

© JOBS-Prep--severely disabled child

.03 million

04 million

05 million

JOBS-Prep--caring for child under }

Notes:

Numbers assume modest behavioral effects including an increase in part-time work among those I

.14 million

.16 mallion

20 million

on welfare. Figures for 2004 are subject to considerable error, since it is diffiuclt to make caseload
projections or to determing the impact of WORK requirements on behavior. Figures for 2004
also assume behavioral effects from &l implementation of health reform. -
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who were born after 1969 would rise with each year. In 1995 everyone under age 26 would be under

the new regime. Ten years later, everyone under age 36 would be in the new, revamped transitional

support Structure.  For this age cohort and all younger cohorts following, the welfare systemn would ¢
be transformed. If we were able (o successfully implement the program for the younger generation, ﬁﬁ-"“
we could then move onto older recipients, Note that such a plan would not contemplate any reduction | 1444,
in existing education and training services for older recipients. They would still be eligibte for JORS wgfvé:;‘;
services. But the new resources would be focused on young people. i‘m
‘The number of persons served under such a strategy is shown on the table on the following page. In

1997, the first year of implementation, everyone in the program would be either working, in JOBS-

Prep, or in the YOBS progeam, There would be o one in the WORK program satil 1999, when

persons began 10 reach the two-year Himit, Note that most people who enter the weifare system in

1997 will not hit the Timit in 1999. Many leave welfare within a short period of time and never hit

the limit. Others cycle on and off welfare and accumulate 24 months of receipt over a four or five-

year period, Estimates indicate that as a result of the implementation of the new program and other

reforms (health reform, child cate for the working poor) more people will chivose to work while on

welfare and others who would not have left otherwise will leave altogether.,

Note that the projected caseload if no reform were undertaken grows relatively rapidly over time,
because a larger and larger portion of the casefoad will have been born after 1969, In 1997, roughly
30 percent of the projected caseload would be in this group, By 2004, more than S0 percent would
be included. .

The projected costs of focusing on this tazget group are shown on Table 1 in the introdaction. The

five-year 1995-1999 costs are roughly $7.6 billion, Clearly, phasing in 2 larger group would increase  £.5 %‘P
these costs, while targeting 2 smaller group would dacrease them, ke

A decision to focus on young people initially in no way preciudes adding all or part of the older '6‘
eohiorts @ the program at a later time. I in four or five years time, the progeam is workiag as hoped 550

and if is feasible fo augment the capacity, sxpansion could be undertaken at that point.

JOBS-Prep Rules

Aty policy where work is reguired and timue-limits imposed must take account of differences in the
ability to work, People who are permanently disabled and thus are unable to work for at teast one

year should in theory be covered under the Supplemental Security Income (SSI) Progeams, But some
disabilities and most itinesses, even severe ones, last lesy than g year. Many other people suffer from -,
partial disabilities that limit their ability to work, Sometimes a parent is needed in the home 1o care

for a severely disabled child. There are admittedly also persons who have great difficulty coplng with
the day-to-day challenges of parenting and survival in what are often highly stressful environments.

One solution wonld be to simply exempt a sigaificant number of persons from any participation
requirements, as IS the case under current law. Having large numbers of exemptions, however, may
gerve as an obstacle to changing the culture of welfare offices, Moreover, deferrals are not
necessarily beneficial to those who receive them, Advogates for persons with disabilities often
complain that cucrent programs send both explicit and subtle messages that persons with disabilities
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cannot and should not work, and thus cannot really contribute 1o themselves or their commaunities.
Still, for many persons, imunediate work or training may not be appropriate.

One very intriguing formulation has been proposed by the American Public Welfare Association.
They suggest creation of a "JOBS-Prep”™ program for persons not yet able to work or enter an
education oc training program. Everyone in the JOBS-Prep program would be sxpected to do
something to contribute 1o themselves and their community, but would not be subject to the time limit
until they were ready to enter the JOBS program, W have adopted this formulation with our JOBS-
Prep program,

The nomenclature of JOBS-Prep is appealing, for it establishes the expectation that eventually many,
if not-most; people in the group will be able to join the regular JOBS program. But who should be
placed in JOBS-Prep status? Virtually everyone seems o agree that persons of advanced age (over
o), those with severe disabilities or those who are caring for a severely dissblied child should be
assigned 10 the JOBS-prep program. But the question of how far slong the continuum of disability
the line shouid be drawn is difficult.

A somewhat different set of problems is posed by the mothers of very young ¢hildren. Should all
mothers with (healthy) children be expected t0 work? The Family Support Act exempted mothers
with children under the ags of 3 from participation in the JOBS program, States had the option of
requiring participation of mothers with children over the age of 1 if they chose t0 do 0, As of Fiscal
Year 1993, sight States had elected this stricter option. Two other States requ:re mothers of children
aver 2 to participate.

Obviously, the more people who are placed in the JOBS-Prep program and consequently not yet
subject 1o a time Jimit, the fewer people will be in the JOBS and WORK programs. It is ssiimated
that the following percentage of the current caselecad would be in JOBS-Prep under different policies;

Option Az Case head is 60 years or over, case head has a severe disability or is caring for a child
with a severe digability.

8 pément in JOBS-Prep

Optmn B: Case head is 60 years or over, case head has 2 disability which limits work, or zs caring
for & child with a severe disability.
‘1% percent in JOBS-Prep

Option C: Option B, plus cases with a child under one in the household or with a woman in the final
trimester of pregnancy, Children conceived while the mother is on welfare would qualify the mother

{ Omanths of JOBS-Prep. 3 ot
25 percent in JOBS-Prep

Optien 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 oh welfare would qualify the mother

for onky(4,months of JOBS-Prep, 3 At
45 percent in JOBS-Prep
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Option D is essentially the strategy used in the Family Support Act, though States are currently

permitted 1o elect Option € now (as noted above, only eight have done 80}, The Working Group {_}i 4 R

recommends Option C, and that policy is the one used for all the estimumtes in this package. eswp'*“[‘;
by b

It is easy to determine the age of youngest cbild, but difficult to define disability, illness or the need |

to care for a refative for purposes of assignment to JOBS-prep s opposed to JOBS. Rather than set

up elaborate Federal rules for defining ability to work and then auditing performance, the Working

Group recommends that the Federal government set 2 maximun percemtage of the caseload which can

be placed in JOBS-Prep for reasons other than the age of the youngest child and provide guidance as 2

to the other criteria for assignment to the JOBS-Prep program. The estimates preseated assume the ol 152

cap is set & 15 percent.
Exiensions

A related, but conceprually distinet question is that of extensions, Two years is not sufficient time to

gomplete some lucational programs. In some cases, persons may be so educationally disadvantaged

that they are unable to even complete high school or gain a GED within two years. In other cases, y
persons seeking post-secondary education, including a four year college degree, would need more

than two years t0 complete their education. Some programs, including school-to-work pmgrams

involve both a period to finish high school and an additional year of training. g

There seems to be little disagreement that persons who are making sstisfactory progress toward the
completion of a GED or high school degree should be granted extensions, Similarly, persons in
School-to-Work or simitar programs should be encouraged to complete the program,  There are
others who may need more time to get adequate schooling. Persons with language difficuities may
need, for example, to complete an English as 2 Second Language (ESL) courss before they can obtain
a GFED or job training.

The controversial question iz whether a person should be able to recelve full weifare benefits while be -
or she goes on to complete 3 four-year oliege degree. Those who favor such a proposal emphasize
that assisting people to obtaip & bachelor’s degree is the best way to snsure that they do not return to
welfare. Pushing people into low-wage positions which do not bring the family up to the poverty line
or offer upward mohllity may be counter-productive.

Those who oppose extensions to complete a four-year college note that only one-quarter of ali high
school graduates obtain a four-year college degree, and that among welfare recipients the fraction is .
much lower, They question whethee it is fair to use welfare benefits to help support persons who are
getting college degrees when the vast majority of persons paying for that support will never get such

a degree. There is also a concern that single parents would actually have greater acoess (o econormic
support for higher education than persons whe did ot become single parents. A partial resolution ©
this dilemma may emerge if part-time work fulfills the work obligation. In those circumstances,

persons working part time and attending school part time would continue 1 be eligible for some
supplemental cash support in most States.

As with the issuz of assignments to JOBS-Prep, the Working Group recommends that the number of
extensions he capped at a fixed percentage of the caseload. The current proposal allows States to

} 9
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grant extensions to persons for attaining & GED or for completing a school-to-work or similar
structured learning program, as well 28 10 persons facing a language barrier ov other serious obstacle
o employment.  States could also ot (o use extensions for persons in post-secondary education,
secially persons in work-study programs, We believe that setting the cap at 10 percent of the total
Tﬁ?&aiea& will provide States a sufficlent number of extensions, barring unusual circumstances.
A State could apply to the Secretary of HHS for additional extensions as an amendment to the State
plan if it could demonstrate that its caseload is very different from that in the nation 25 & whols or if
it had developed an alternative program which {3 structured in such a way that additional extensions

. | v
are required. 1 df;}z. :;6{‘”"’

' :
Wark for Wages Versus Work for Welfare

Unquestionably the hardest part of designing a time-limited welfare system Is structuring the work
program for persons who have reached the time limit, The welfare reform effort will focus on
mmaking work pay, collecting child suppost, and creating a first-rate education, training and placement
program in order 0 keep the number of persons reaching the time limit to a minimum. In addition,
all persons approaching the two-year limit will be required to engage in a period of intensive job
search. Despite these efforts, some persons will hit the fime limit without finding a job on their own,
and work opportunities must be provided for them,

The first and most visible choice in the WORK program involves work for wages versus work for
welfare. Under a work-for-wages plan, the State or locality is required to offer 2 work opportusity io
persons who have reached the time limit, Hours and wages are set by the State or locality, Persons
receive a paycheck for hours worked. I the person does 10t work, he or she does not get paid. In
principle, persons are wage sarners rather than resipients, In 2 work-or-welfare plan, the person
continues o rocoive 3 welfare check but is reguirad o work at a designated community secvics job as
& condition of olipibility for cash benefits. Persons who fail to report for work or who perform
poorly can have their welfare benefits reduced, so Jong as the State can establish that thers was no
good cause for their absence or poor performance. Porsons remain recipients, but they have
additional obligations,

There seents 10 bo Jittle disagreement within the Administration on the strong appeal of a work-for-
wages model.  The structure i8 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 not whether to encoursge States, both with some sort of
financial incentives and with technical.assistance, to adopt 8 work-for-wages model. The question,
rather, is whether to allow States to opt for 2 work-for-welfare mode! if they chose to do 50. Those
who argue for State flexibility on this issue point o two major concerns: implementarion and reciplent
prateciion,

Qﬂ . w )

A work program of this type and magnitude for this population has oot been mounted befors. While

the Working Geoup bas worked hard to0 resolve as many issues z¢ possible, some guestions cannot be
answered without more experience, The Working Group recommends a very flexible work-for-wages
model with considerable State and local discretion in the operation of the program. Many of the
details are quite consciously left to the States and o focal communities, which know their own needs
and opportunities best,

¥
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Communities will have to establish 3 system for linking WORK parnticipants with the private sector, as
well a3 with the not-for-profit and public sectors, They must determine how and by what method to
pay organizations who employ WORK participants. In addition, they will need to set up procedures
for monitoring WORK program participation and resolving disputes. There are also difficult
guestions involving worker protection, What happens if a WORK participant, or bis or her child, is
sick? What happens if the adult simply fails to show up for work repeatedly? What if the worker
feels the work place is dangerous ot abusive? These issues will be discussed further below, but we
have limited real experience to draw on in addressing these concerns.

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, Dispute resolution is handlsd within
the same sanctioning and appeal strusture used for other disputes concerning cash benefits. States still
have to find work sites, but protection for workers may be less of a problem, since the check
continues to be paid enless the State decides to begin a sanctioning process.

‘The burden of performance shifts at least partially 1o the State. Before the State can reduce the check
it must establish that the person fulled to meet his or her work obligations for no good reason. Such a
test would never be met if a child were gick or transportation broke down. Though few people like
the existing work-for-welfare programs (usually called CWEP for Community Work Experience |
Program}, and evidence on their impact on employment and earnings is not encouraging, work for.
weifare Is a known entity.  Both the Republican plan and the plan from the Ametican Public Welfare
Association call for CWEP after two years.,

Those who urge against aliowing State flexibility in this area regard the implementation questions as
difficult, but surmountable, especially if the program initially focusses on younger recipients. They
fear that if States are given the option of choosing CWEP, many, if not most will choose the devil
that they know, which would underming the goals and philosophy of this reform plan.  As noted
above, States would be given enormous flexibility in deciding how to implement & work-for-wages
midel. Morgover, the aumber of work slots will grow gradually, due to the tasgeting of young
parents, giving States the time they need (o design and imploment new systems. The seale, rather
than the structuce, of the WORK program may be the primary concern for States.

Work-for-welfare sends adverse messages to recipients, prospective employers, and the public,
CWEP slots are mt perceived as “real jobs™ by anyone. CWEP participants in arguably 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 little evidence that persons who go through CWEP
subsequently fare better in the work place than peopie who were just on wcifare@nd mm@
Employers will probably never see CWEP experience as serious work experience. NG cegalir 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 sector employers. Perhaps
most importantly, without the responsibilities of regular work and the paycheck tied to performance,
there will be far less dignity in WORK.

Advocstes for a work-for-wages policy note that such a model would distinguish this Administration’s
plan from the Republicans® and serve to define and delincate our vision, A work-for-wages plan
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whereby persons are given transitional aid and training and then offered 2 iob if they can™t find one

on their own contrasts sharply with a plan which calls for people 10 work off their welfars check after

two years, Unions have vocifercusly opposed CWEP and have indicated that they will continne to do |

s0. While they are deeply concarned about g work-for-wages strategy as well, there is room for 1\! 0
negotiation around such a plan. Most advocates for the poor and women strongly favor work-for-

wages, though they want protections for workers built in and favor wages above the minimum.

FPart-time versus Full4ime Work Expectations

The transitional support program focuses heavily on work. Persons cannot collect welfare benefits

indefinitely without working. But what level of work should be expected? Everyone agrees that the

ultimate goal is self-sufficiency, but what are the minimum work expectations? Is part-time work

sufficient or should gveryone be expected o work full time? NoT c P

Allowing part-time work © count a3 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 {73 work full-time all year, and they have help from the second spouse, Currently only §
percent of adult AFDC recipients work in a given month, GeRting people working even part time
perhaps should be seen as a major accomplishment.

Second, part-time wock may serve as a stepping stone {0 both full-time work and o better paying
jobs, Given that sa few maothers now work while on welfare, part-time work is 2 natural stacting
point for these more disadvantaged women, }t may be counterproductive in the long ot 1 pull
people out of part-time private sector work o put them into full-time WORK slots. Employers
typically have a strong praference for work experience in unsubsidized private jobs. Some of the
parents working part-time would be able to obtain further education and training outside the JOBS
program by, for example, attending community college 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 quite expensive. After-school care would have to be provided for many other

children, Perhaps most importantly, if full-time work were required at the end of two years of cash
assistance, we could be in the position of pulling parents out of unsubsidized private jobs 10 place

them in a subsidized community work program. Unless stricter rules induced many part-time workers

to leave welfare entirely for full-time work, such a full-time work requirement would significantly -
increase the number of WORK slots needed. The cost of providing a full-time work slot, apart from

the child care expense noted sbove, would be significant.

Note that full-time work would always be much more financislly rewarding than part-time work,

Part-time workers would generally be poor, even with their supplemental benefits. Note also that the 2
Administration’s pledge that 4 family with a full-time worker should not be pooe explicitly assumas 500
very low-wage workers will still get food stamps.

Those who argue for expecting more than part-time work worry that the transitional program could
become a work supplementation program. They ask whether we ought to let people collect
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supplemental cash assistance indefinitely if they are working part time. The ultimate poal is to move
people off of welfare 1o work, not have people combining work and welfare,

Allowing part-time work to count as full participation also raises equily questions. Many other
mothers, especially single parents off of weifare, feel compelled by economic necessity to work full

time. Thug a question of equity arises. - i

With these arguments as background, twe related decisions must be made: 1) How will pari-time
wotk be treated for people fvorking in unsubsidized private jobs while still getting some
supplementary welfare benefits and 2) How many hours should be expected of those in the WORK
program,

Mixing Unsubsidized Work With Welfare

Consider first the sifuation facing someone who is working part-time at 2 minimum wage job. In
most States, the individual would stiil be eligible for some supplemental cash benefits. Currenily anly
8 percent of the caseload has reported earnings in any given month, There are, however, indications
that 2 much higher percentage work af some point during the period tn which they receive AFDC.
Part of the reason so fow work part-time at any point is that currently there are few incentives to mix
work and welfare, Benefits dedline-dollar for dollar with earnings. The administrative and repocting
burden on the recipient and weifare worker alike when the recipient goes to work is considerable,
With the expanded EITC and other reinventing government assistance policies, however, there may
be considerably more incentive to work at least part-time, If the time-limit ¢clock was stopped in
months where a person was working part-time, there @oqtgfbe even more incentive to work,

Aty
Under such a steuctars, working part-time would both stop the ¢lock and count az JOBS participation,
Persons working part-time would, 35 under current law, be entitled to supplemental cash benefits if
they still met the eligibility criteria {e.g., incoms limits), Of course, such persons would receive
significantly Iess cash aid than non-workers, since income net of work expenses reduces benefits. ¥
the person had already reached the two-year time Jimit, 20-hour per week unsubsidized private work
would meet the WORK obligation. This policy implicitly sets the minimum work expectation at 20
hours. People working 20 hours or more would be allowed fo collect supplemental aid indefinitely.

An alternative is 1o stop the clock only when some higher level of work is achieved, such as 30 or 40
hours per week. Another would be to treat 20 bours of work per week as parttime work for
purposes of stopping the time Hmit clock, provided the parent had a young child, but set the standard
for part-time work at a higher level for parents of older children. Finally, the decision as to the f gl
treatment of part-time work could be left to States, which would have the option of stopping the clock wot
for persons working part time.

i

o

oA

e
The exact impact of allowing part-time unsubsidized work 1o count as participation is hard to ngn“"““ -
determine. It could be very expensive and difficult to get everyone working full-time. Reguiriog
part-time workers to alse participate in the JOBS and WORK programs would be likely to
significantly inerease the number of persons for whom WORK slots have (0 be generated, In
addition, if part-time workers lose their opportunity to participate in JOBS because the clock keeps
running, recipients in some cases may give up unsubsidized work to get training while they have the
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chance, On the other hand, a full-time work expectation may cause sonte people to find full-time
unsubsidized work and leave welfare entirely. The current cost estimates assume that part-time work
counts as full participation, stopping the cluck for such workers, They also assume somewhat more
people choose 1o work part-time in vosubsidized employment than ars doing s0 tow,

in the WQRK !mom

A much more significant issus than the treatment of unsubsidized work s the level of work
expectation in the WORK program. An obvious strategy would be 1o calculate the required bours of
work in the program by dividing the cash welfare benefit by the minimum wage. This simple
formula, however, IS not very practical, Assume for a moment that a work-for-wages plan is chosen,

Pirst, in low-benefit States and for persons with non-welfare income, the hours of work required per Fonk }*‘%
week would be quite Jow. In Mississippi, a mother with two children would ba reguired to work just '

14 hows per weck, bardly a practical work experience, One solution is to set a mininwem level of red
wark, say 15 hours per week. If one pays the minimum wage for each hour worked, setting &

minimum has the effect of increasing the cash income of WORK participants relative to that of people

not working and on welfare. Under a work-for-welfare model, recipients could be required o work

off food stamps benefits as well as cash assistance in order to increase required hours of work to 8

minimum level. That would, howsver, lead 1o sexious issues of equity and administrative complexity,

since recipients in some States would be working off their cash benefits plus food stamps, whils

others would only be working off their cash grant.

By contrast, in high benefit States, more than 35 hours per week would be required to earn wages
equal to the welfare payment. This bimplies that some sort of supplement roust be paid to persons in
WORK slots to ensure that they are not worse off than those who are not working and who have not
yat hit the time Himit, Fulltime work implies high ¢hild cace costs and difficult placements,

The problem of low or irregnlar bours of work is inherent to a CWEP model, as CWEP hours are
determined by dividing the benefit by the minimum wage, as described zbove.

The current deaft discussion paper reconunends giving Swuues the option of setting work hours between

15 and 35, according to whatever criterion they choose, so long as af least minimum wage is paid for
each hour, If the expected earnings (less work expenses) are less than the amount the person would
have collected on welfare, then the State would have to provide a supplemental work payment. Note
that in the median State (Pennsylvania), a woman would need 1o work 29 hours a wesk o recelve as
much income as on welfare, If every State chose 20 bours of work, most States would need o "
supplement earnings o some extent. If every State chose to assign the number of hours needed

reach the welfare benefit up to 35 hours, many fower States would need to supplement the WORK
earnings for a family of theee,

Cost estimates here assume that States are allowed to choose WORK hours between 15 and 35, and
are required to supplement it necessary.
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WORK program jobs are not intended 1o substitute for or dispiace private sestor placements, Rather
they are designed to provide temporary, last-resort work for persons who have reachsad the time Hmit
without finding 2 private sector job, Unless long-term participation Is deterred, the size of the
WORK program could becoms prohibitively lurge. Indeed, the ultimate goal of the WQRK program
18 10 piace peoplke into unsubsidized work,

There are various ways in which 8 WORK program can be designed in order to discourage or prevent
extended participation. These include the following: 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 length of time people are allowed to spend in WORK assignments.

"f}ww is Eitﬂe dtsagwemem that mdwi:!aa& WORK ptacmenis cught 0 he E:mrted in ziurauon te
perhaps 12 months. This limit is designed to prevent participants from becoming attached o
panicular subsidized jobs. Of course, there will be strong encouragement and incentives for
smployers © hire WORK participants as unsubsidized smployees before or at the end of the 12
months. Before and afier each WORK assignment, job search would be required,

3. ' : ticipants: Perhaps the best way 10 ensure that people do not
esche’ee pmatee saetor jobs for WORK pesz’azms is to make certain that any private sector position”
pays beiter than a WORK job. Though there are various mechanisms for accomplishing this, one of
the easiest is to deny the EITC for money samed in the subsidized WORK assignments.  Since
WORK slots are atready subsidized, it could be argued that it would not be appropriate to offer the
additiona) subsidy of the EITC. There will be some administrative complexity to treating earnings
received white 8 WORK participant differently from other earnings.

Current cost estimates assume a relatively modest effect of denying the BITC 1o WORK participants
hecause there are no reliable estimates of the impact of this policy on the attractiveness of
unsubsidized employment. The effect could well be large, however, given that private sector jobs
would then pay up to 40 percent more than WORK slots (the EITC is effectively a 40 percent pay
raise for persons with two children). o .
C{}aiazzs amd many advocates for the poega:gac that if persons are being expected to work in real jobs
they ought o receive the same benefits s other workers, They believe that limits on the duration of
WORK assignments, frequent job search and the possibility of promotion will lead people to move
toward private work without the need for special “penalties™ for WORK workers.

Requiring acceptance of any privats sector job offer: Both JOBS and WORK program participants
could be required to accept any unsubsidized job offer or be denied aid or a WORK job for several
months, After two refusals, the person might be permanently denied access to a WORK assignment,
Somc@dvocatcs for the pooﬂargue that such provigions are unnecessary, hard to administer, and
potentially unfair, especially if the EITC i denied to WORK workers.

i : : NORK. program: The most controversial way o limit
WORK ;;amctpatzon is to ;zmc izmzi '&V{}RK 39&1 as welfare is time-limited. Those who favor
Hmiting the total length of time in WORK assigtunents (o two o three years argue that other persons
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arz not guaranteed pakl work if they cannot find it on their own. Theoretically, persons could stay in
the WORK progrun for many years, and such extended WORK participation is seea by some as ‘
creating a work entitiement that may become as unpopular as welfare did.

A second argument involves the best use of resourses. WORK slots require resources for job
creation and child care.  If psople have beea in the WORK program for two years and in the JOBS
program for two years prior to that, resources and WORK slots might be better focused on other
recipients.

The big problem with limiting the duration of WORK participation is deciding what to do when
individoals hit such a WORK time limit. One strategy would be to dramatically reduce or end ¢ash
assistance altogether, perhaps offering some form of additional housing aid. Another plan would be
to let persons who had reached 2 WORK time Hmit return to cash assistance, perhaps with & lower
benefit, Such a strategy would ensure that WORK slots are preserved for those first hitting the time
limit. One noed not require States to limit WORK assignments; ane might only provide the flexibility
te do 50. The Republican plan does sllow States o terminate or reduce public assistance after 3 ysars
in CWEP,

Opponests argue that there is no justification for limiting participation in the WORK program,
gspeciatly if WORK participants are denied the BITC. If all previously WORK- limiting provisions
arc adopted, anyone still cligible for a WORK assignment after, say, 2 or 3 years will 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 will be
seeking a WORK assignment even though any private sector job apportunity would pay 40 percent
more and probably offer 3 better future, Opponents of WORK time Himits argue that such people are
most likely people who genuinely cannot find any private sector employment gither because they live
in a weak Iabor market, or because they are not wanted for existing jobs. Denying them the
opportunity fo participate in the WORK program would very likely cause their incomes to fall
sharply, potentially putting the family at serious rigk of homelessness or other ¢rigis. Virtually none
of these families would have had incomes above the poverty line while they were in the WORK
progeam.  Unless we are willing to provide cash benefits without a work expectation for people who
are no fonger ciigitle for the WORK program, we will be placed in the position of denying support to
persons who had demonstrated 2 wiliingness to work, Finally, there is the question of what happens
to people who have exhausted both their JOBS support and WORK support, succeeded in finding
work, bt lost that work swhen the economy changed or they lost their job for other reasons. What
wauié be the temporary safety net for, suciz families? . .

Limiting WORK assignments will aot have any effect on cost estimates in the five-year cost
estimation window used for the budget. Since if will take States two years to begin bnplementing the
program, even a strict two-year limit on JOBS followed by a strict two-year limit on WORK would
not affect anyone for six years, Since most people do not stay on welfare continucusty for four
years, in most cases it would not have any effect for seven or eight years. Eventually, however,
limits on WORK could have a significant impact. Unfortunately, we have no information on the
extent 1o which extended stays in the WORK program will be 3 problem, nor any understanding of
what would be the reasons for such extended stays, The issue could be revisited in later years if
exiended spells in WORK became a problem.
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ADDENDUM: WORK FOR WAGES PROGRAM DESIGN

The following are key policy elemenis and the initial recommended design, Elements with an *
contain controversial policy guestions:

Administration: States are required to develop 8 WORK plan & joint approval by the Secretaries of
HHS and Labor. States are required to have WORK advigory panel with membership from labor,
business and from community organizations, To be resolved: membership and links to Private
Industry Councils (PICsy and Workforee Investment Boards (WiBs). The advisory panel must
approve the WORK plan.

Funding: For each WORK placement, States would receive a flat amount for administrative costs and
wotl] be reimbursed for wages paid (hours times wagse) according to a specified set of matching
rules. Federal matching rates would decline significantly the longer the person stayed in the WORK
program 25 2 further incentive for States to move peopls into unsubsidized work., Additional monies
or g higher match woui;!h ge available to States in times of recession,

P!
Placements: Placements in private sector sstabiishments would be strongly preferred, States would be
free o negotiate contracts with private companies, placement services, community organizations, State
and iocal povernment agencies, and other organizations 1o accept or place WORK patticipants in
exchange for payments from the government. Private sector placements would require that at least
some portion of the wage be paid by the employer,

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 Start
centers, housing rehab projects, Empowerment Zones, and many others,

Natiopal Service placements would be acceptable WORK assignments.  States would be given the
option of contracting with the National Service Board to provide a certain number of National Service
Placements. In addition, National Service workers could be used 10 help work with and supervise
WORK participants in community service activities,

ADisplacement; Language 1o be negotiated, with National Service non<disptacement language secving
#s the base.

XHowrs; Hours are set by the State, minimum 15 hours, maximum 33, States are fres to use
whatever criteria they choose in decididg upon hours so long as each hour of work is paid,

States can choose to offer anything from part-time to fulltime work, States which offer jobs which
pay less than what would have been recetved under AFDC would pay a supplement (see below).
Requiring fidl-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 childeen, full-time work may not be deemed appropriate or practical by the facal community.

W ages Benefits: Wages must be set at ao tower than the higher of the
Federat and any Szaze or 1o¢a,l minimum wage, but States and localities can cheose to set a higher
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wage rate in specific cases, Wage rates are among the most contentious elements from a union i j
perspective.  Unions would like explicit language indicating that total compensation {ncluding any (EhvE
subsidized child care and other benefits) paid to the worker would bave to be similar &0 that paid to 0‘;!"

workers of comparable experience and skills in the same job. At 2 minimum, unions would Jike 2
provision allowing a veto over the placement of a WORK recipient into & bargaining unit unless
compensstion is similar. Sick rules and absentee policy would be the same as that of similar workers
in the establishment, States would set or segotiate such roles in cases whers a new organization or
establishment is heing formed to employ WORK participants, Workers compensation would be paid
for WORK participants, though who bore the costs would be negotisted. Social Security payments
would be requiced. Usnemployment insurance payments would not be required.

Supplementzry Support: If expected WORK program earnings net of work experses are jess than
would have been teceived by a son-working family on cash assistance, the State will pay the
difference as a supplemental benefit, Note that such a supplemental benefit would never be higher
than the supplement that would be paid uader transitional assistance for someone with the same
parnings in a private sector job,

i i ) IRK 1 1 1 fits,  For pueposes of
éetermming elzgzizzi 1%;( and bmeﬁts for ather g{wemment progrm t.’ae following ries would zppiy

» Food stamp, housing and other benefits would be calculated treating wages paid under the
WORK program as ¢arnings. Benefits would be calculated on a 3 month prospective basis
unider the assumption that the person will work the full number of hours assigned. No
increases in food stamups or supplementary benefits would occur if the person did not work the
required hours, provided he or she did not have good cause {e.2., a serious iltness) for the
missed work.

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

opthe i gach placement with frequent requirements for supervised iob search:
W{}Ri{ slots are deszgnad to t:-ae temporary, availabie only when people really canzzei ﬁmi prwate
sector work, Each individual placement should {ast ao more than 12 months 35 a subsidized placement
and be preceded and followed by a period of intensive job search. If the employer agteed to take the
person on as an unsubsidized worker, the individual would be considered out of the WORK program,

¢ i 8CE [ an e sector fob offer: WORK program participants could be required
to accegt an)r unsubsxéxzed j(]b offer ot be denied a W{}RK job for several months, After two
refusals, the person might be permanently denied access 10 4 WORK assignment,

nent and E ion Recordy: States will be asked to maintain records on the rate at
which WORK workers are r&tawed by their WORK empioyers or placed in unsubsidized jobs by
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placement services. Prefecence should be given to employers or placement services with the best
performance. At a future date, the Secretary of HHS may impose retention or placement standards.

Eeturns 10 JOBS-Prep: Persons who become temporarily ill or face a major new hnpediment to work
mayseek to be re-evaluated and placed in the JOBS-Prep program until such fime as the State deems
them ready to work. Persons in this status count against the limit on JOBS-Prep placements.

*Insufficient WORK slots: In cases where there are insufficient WORK slots, first preference goes o
people just reaching the time limit, States are required to pay ongoing cash benefits t¢ persons who
are not placed in WORK assignments and are reimbursed at 4 sigonificantly reduced match, The
reduced match(fywaived in periods of high local unemployment.

o o
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MAKING WORK PAY/CHILD CARE

A crucial component of welfare reform based on work and responsibility is making work pay. Last
sumines's expansion of the Earned Income Tax Credit (EITC) was 2 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 op a regular,
advance-payment basis, The next crucial step will come with health care ceform. Many-recipients
are teapped on welfare by their inability to find or keep jobs with health benefits that provide the
security they noesd,

The key missing component for making werk pay is subsidized day care. In order for families,
especiatly single-parent famities, to be abie to work and prepare themselves for work, they nead care
for their chziém

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 coardination of child care programs funded under different
mechanisms?

IsstE: HOwW MUCH AND FOR WITOM?

There are three categories of low-income families with day care needs that we ought 1o consider,
They are families which are:

. On welfare, in JOBS, working or in the WORK program
s Working, in "transition” off welfare
. 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, guarantead child care. People who are working but stilfon -
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 recipisnts, People in the WORK program are like welface recipients in that

they are working as a condition of receiving continuexd support; they are working at the minkmum

wage, and they are not receiving the EITC, The proposal would guarantes their child care, just as it

is guaranteed for JOBS and AFD( participants, The estimated costs of extending day care t0 new

JOBS and WORK participants are $¢00 million in 1999 and $2.6 billion over five years,

Under current law, people who move off welfare and are working are guaranteed subsidized child
care for a year in order 10 ease the transition. We propose to continue that guarantee for participants
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in the Trangitional Assistance Program who move into private sector work. The estimated costs of
transitional child care for the new program are $340 million in 1999 and $1.0 billion over five years,

It is hard to argue, however, that low-income working families who are not on welfare or are
transitioning off welfare are 1658 needing or deserving of ¢hild care subsidies than people who are on
welfare, It seems quite inequitable to provide child care subsidies (o one family and to deny them to
another whose circomstances are identical except for the fact that the first family is or has been on
weifare, The cmciai issue to be decided is'the size and shape of a day care subsidy program for the
warking poor.” This program should almost certainly be desigued as'a capped entitlement. There are”
three basic options, which reflect different ovetali levels of resources and differeat targeting
steategies,

+ Rull-Servi

If we genuinely want 10 make work pay, to make work more attractive than welfare, and to maintain
euity batween those who have and have not been on welfare, it is very important that day care
subsidies be availuble for the working poor, independent of their prioc welfare status. The ideal
appreach, if resources were no constraing, wonld be to guarantee a day care subsidy to all working
poor families who needed it, with a reasonable ceiling on cost per ¢hild. The cost of such a full-
service entitlement is estimated to be between $2 and $3 billion per year of net new Federal and State
spending,

This estimate is very uncertain, Because it is based on current usage, it does not reflect potential

changes in work behavior and child care choices that might result if new subsidies were available. | It d

may, therefore, be substantially underestimated. | On the other hand, experience o date suggests that ,,m:i
actual day care usage is often much lower than planners predict; based on this experience, the

estimate could be too high, Because of the great uncertainty of the estimates of providing subsidized

child care for the working poor, however, it 38 almost certainly unwise at this point to establish an

uncapped entitlement which could potentially become quite expensive.

The obvious alternative is a capped entitiement set at a level that reflects available resources.
Capping the entitlement guarantess that spending will not exceed the gpecified limit,

We suggest a4 funding level less than full service in order to reflect available resources. The proposal
is for $2.0 billion in 1999, with a fve-year cost of $5.0 billion. This is fess than our estimates for
full service, and therefore, requires some :m:ihad of allocation, .

The most obvious way of structuring a capped entitlement to day care for the working poor, whether
at the full-service level or at a lower level, is to allot avaiiable funds o the States and allow them o
use the funds for services to families a8 they see fit. This approach should work very well if the
funds are set at the full-service level, At a lower funding level, however, a problem arises becauss
the funds are almost inevitably fesg than the demand, and criteria for which families 1o serve are
difficult to set, Day care subsidies tend, therefore, 1o be distributed inequitably, often on the basis of
a first-come, first-served strategy that cannot address relative need.
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An alternative would be a targeted capped entitlement.  Because it would be capped, spending levels
would be controlled, But if it were targefed at a population sub-group, and set at 5 level that way
estimated to be sufficient 1o serve that sub-group, the allocation problem of the normal, capped
eatitiement could be allevigted. ‘The guestion, therefore, is whether there iz 2 sub-group that could be
targeted that makes sense programmatically and that could be served with a reasonable resource
allocation. ’ ’

An jntriguing possibility is 10 target young familiss, along the same lines and for the same reasons
that we are targeting young AFDC applicants and recipicats. 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 neatly solves the problem of equity between welfare and
non-weifare recipients. Everyone born after 1969 receives services in the weifare 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, obvicusly, is that it denies services to oider mothers simply on
the basis of their birth date, Focusing day cars subsidies on yousg mothers may sead a wrong
message about e desirability of deferring parenthood.

The estimated additional costs of diry care subsidies for young families are about $750 miilion per
year. Qur sugpested funding level would, therefore, be sufficient 1o serve all young families and a
portion of pider families, )

Qaa!ity and Coordination Issues

The issue of guality versus quantity in day care has a long and contentious history. At one extreme
are those who argue that ¢hild care subsidies should only be available for care that meets Federally-
defined gquality standards, that professionalized geoup care should be preferced over informal care,
ang 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 abic to be
used for any kind of care that the parent can find, with a strong preference for inexpensive and
informal care,

e

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
child deveiopment, 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 a8
1,000,000 low-income children in 1999 will be served by Head Start.
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Nearly everyons also agrees that for other child care arrangements, parents should have pearly
unlimited choice, constrained only by State regulations and by minimum health and safety standards,
The general principle is that providers who receive subsidies should meet Siate licensing or
registration standards. Providers that are sxempt 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 o register with the State and to
meet State-defined requirements for the prevention and control of infectious diseases, building and
physical prenise safely and minimum heaith and safety teaining of providers.

Investments in Quality and Supply

1
A third point of general agreement is that some funds ought to be available for investments in chiid
care quality and supply. We propose setting aside a portion of child care funds for the following:
resource and refecral programs; grants or loans to assist in meeting State and local standards;
monitering of compliance with Hicensing and regulatory requireinents; training and technical assistance
to providers; and eshancements to compensation for providers. We also proposs 1o snsure that
training and technical assistance are available to enable welfare recipients to bacome Head Start and
day care providers. These programs should be an lmportant source of private sector jobs and of
WORK program slots for people moving off welfare,

Bates

In general, States pay subsidics for child care equal 1o 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 carrent maximum payment for child
care subsidized through the AFDC child care disregard was set at $175 per month in 1988, This
fevel needs to be raised to reflect current market conditions and defined in such 2 way that B8 can vary
over time and perhaps geographically.

Proer rdingti

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

The best way to énd 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 ane out of every three
babies in America will be bornt to an unwed mather, the majority of whom will receive welfare at some
point. Births to school-age unwed mothers are an especially enduring tragedy. Too many children are
not receiving financial support from both their parents. This too contributes to rates of welfare receipt
that are much higher than we would Hke.

Conecern over the dramatic increases in out-of-wedlock births has led some commentators to advocate

Targely punitive solutions, The most extrame of these would cut off welfare for unwed mothers, a

“eure” that might well have disastrous effects on the children of these mothers, increase the need for N
spending on foster care and orphanages, andalmost :minlﬂincmasc the number of abortions. At the ?ﬂu" l"\
other end of the spectrum, some advocate massive spending on comprehensive social services for high-

risk youth, despite the limited evidence of its impact on teen pregnancy,

In contrast to both these approaches, we believe that the best prevention strategy is one that focussg on
parental responsibility and provides opportunities for exercising it, supplemented by increaged family
planning efforts and demonstrations of service programs aimed at preventing teen pregnancy. We
believe that very clear and consistent massages sbout parenthood, and the ensuing responsibilities which
will be enforcad, hold the best chance of encouraging young people to think gbout the consequences of
their actions and defer parenthoed. A boy who sees his brother reéquired to pay 17 percent of his
income in child support for 18 years may think twice zbout becoming a father. A girl who knows that
young motherhood will not relieve her of obligations to live &t home and to go to school may come to
prefer other opportunities.

The current welfare system sends very different messages, oRern Jetting fathors off the hook, and
expecting little from mothers. We hope and expect that a reformed system that strongly reinforces the
respongibilities of both parents will help prevent too-early parenthood,

Along with responsibility, though, we must support opportunity. Telling young peepie‘te be

responsible, without providing them the means to exercise responsibility and the hope that playing by -~ L
the rutes will lead to a better life, i@gﬂ) Both our child support proposals and our b ey
transitional assistance proposals are designed 1o offer oppoctunity 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 offering alternative hopeful futures is sadly lacking.

Qur strategy, therefore emphasizes trying many approaches and learning about which steategies are
most effective,

Our approach has five components:
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e . Child support enforcement

*  Responsibilities of school-age parents

. Responsible family planuing

¢ . Learning from comprehensive prevention approaches

* Sugéctzing two-parent families.
Child Support Eafercement
The responsibilities of both pacents are emphasized in an approach to child support enforcoment that
holds both parents responsible for supporting children. It makes clear to fathers, a8 well as 10 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 hias three major elements:

¢ Establish awards in every case

¢ Ensure fair awand levels

« Collect awards that are owed,

Our goal is to extablish 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 establishiment provisions enacted as part of
OBRA 1993, and expanding education and outreach efforts to stress that having a ¢hild is a two-parent
responsibility,

The proposal streamlines the legal process for establishing paternity, enabling States to establish
paternity much more quickly. This will be accomplishad by requiring "up front® coopération (prior to
receipt of welfare benefits), by establigshing clear responsibility for the IV-D agency to make the -
cooperation and sanction determination, and by streamlining the legal process.

‘The responsibility for paternity establishment will be clearly delineated, Mothers will be required
cooperate in establishing paternity as a condition of veceipt of welfare under a very strict cooperation
requirement. This requires the mother 10 provide both the name of the father and information
sufficient to verify the identity of the person named. (Good cause exceptions would be granted only
under narrow 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 patecnity has not been established
within a strictly defined time frama.
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While the proposal is very tough and streict in it approach to paternity establishmert, it is batanced and
sensible, Applicants must meet the new stricter cooperation requivement prior to 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, some have proposad that the mother must have paternity
established prior ro 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 inaction or inefficiency in getting paternity
gstablished. She could be denied benefits for & fong time through no fault of her own,

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 dosely
reflect the current ability of the noncustodial parent fo pay support, States must establish simplified
administrative procedures to update the awards.

In ﬁéiﬁ{m* present child support distribution rules will be changed to strengthen families and asswt
families making the transition from welfare o work.

The proposal seeks 1o develop a child support system for the Zist century,  All States must maintain a
central registry and centralized collection and disbursement capability. States must be able to monitor
support payments and take appropriate enforcement actions immuadiately when support payments are
migsed. Certain routine enforcement remediss will be imposed administratively at the State lovel, thus
taking advantage of computers and automation to handle these measures using mass case-processing
techniques. A higher Federal match rate will be provided to implement new technologies.

To improve collections in interstate cases, a Federal Child Support Enforcemeant Cleatingbouse will be
crestad to 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 Suppont At (UIESA) and other measures will make procedures in interstate
cases more routine. In addition, the IRS rofe ia full coliections and tax refund offsets will ba
strengthened, and access to IRS income and asset information will be expanded,

States also will be provided with the tools they nzed, such as the authority to revoke Heenses and access
other data bases, so that the child support enforcement system i able to crack dows on those
noncustadial parents who otherwise find ways to avoid payment of their support obligations. For
instance, frequent and routine matches will be made sgainst appropriate data bases to find location,
asset, and income information on those who try to hide in order to escape payment.

The funding and incentive structure will be changed in order to provide the necessary resources for

States to run good programs, and performance-based incentives will be utilized to reward States for
good performance.
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The child support enforcement provisions described above are expected 1o save $585 million over five
years. By 1999, annual savings will be approaching $365 million,

IssUuE: CHILD SUPPORT ENFORCEMENT AND ASSURANCE (CSEA)

For children 1o achieve real economic security and to avoid the aeed for welfare, they ultimately need
support from both parents. The proposals described above are designed to collect as much money from
absent parents 8 possible, But what happens when linle or no money i collected from the
noncustodial parent either because the child support enforcement system is ineffective, or because the
ahsant parent ig unable to contribute much due o low earnings? In those circumstances, & child
support enforcement and assurance system would guarantee that the custodial parent gets some assured
level of child support, even when collections from the absent parent fall below that level.  Thus, single
parents with a child support award in place could count on some level of child support which they
could then use to supplement their earnings. Numerous State and national reform commissions
(including the National Commission on Children) have called for demonstrations of this conicept,

Proponents argue that child support enforcement and assurance will significantly ease the difficult task
of moving people from welfare fo work. If single parents can count on some child support, usually
from the noncustdial parent, but from the assured child support payment if the noncustodial parent
fails to pay, then they can build 2 reliable combination of their own earnings 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 protection.,
And since CSEA is not income tested, there are no reporting requirements, no welfare offices, no
benefit offsets and no welfare stigma. Proponents also suggest that CSEA bensfits be subtracted dollar
for dollar from welfare payments. Thus a woman on welfare is no better off with CSEA. But if she
goes to work, she can count on her child support payments; thus, the rewards from working rise
considerably, Essentially all of the net new costs of 2 CSEA protection program would thus go for
supporting custodial parents who are off wellare and working. Finally proponents argue that if CSEA
protection is provided only to people who have 2 child support award in place, women will have much
more incentive t0 cooperate in the identification and location of the absent father, since they can count
on receiving benefits, '

Opponents worry that CSEA will diluts the pressure to actually collect child support. If mothers can
count on the mouey regardless of whether the State actually collects the amount owed, less effort may

be put into collections. States may choose not to try to increase collections, especially if the Federal -
government is paying for CSEA. There is also a danger that USEA will be seen a3 welfare by another
name, since #t s 2 source of support for single parents. Some opponents alse argue that there will be
fower incentives for shsent parents 1o pay ¢hild suppor since their children are assured of some jevel

of support even if they fail to pay.
One proposal is to spend $550 million over § years to fund demonstrations in six States,

ISSUE: ENHANCING RESPONSIBILITY AND QPPORTUNITY FOR NONCUSTODIAL PARENTS

27



CENFHBENFAL DRAFT-For Discussion QOnly

Under the present system, the needs, conicérns and responsibilities of noncustodial parents are often
ignored, The system needs to focus more aitention on this population and send the message that
"fathers matter™, We ought to encourage nuncustodial parents to remain involved in their children’s
fives-not drive them further away. The well-being of children who only live with ong parent would be
enhanced it 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. I 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 lesg attention on this population in the past

and we know less about what types of programs wauld work, | New programs should bymigde/and o {©
flexibsle, growing only a8 evaluation findings begin to identify the most sffective strategiiTTH sk S

pmpas& the following approaches: pe C5ER

A nooriunities and 32; arents, A portion of JOBS and WORK program
ﬁmémg conid be reserved for training, work readmess educational remediation and mandatory work
programs for noncustodial parents of AFDC recipient children who cannot pay ¢hild support due to
unsmployment, underemployment or other employability problems. In addition, States may have an
option for mandatory work programs for non-custodial parents. States would have congiderable
flexibility to desigan their own programs.

JAnd parenting programg, We propose grants to States for progeams 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 jocluding monitoring, supervision and neutral drop-off and pick-up, and
development of guidelines for visitation and alternative custody arrangements,

We also propose demonstration grants to States andfor community-based organizatinns to develop and
implement noncustodial-pacent (fathers) components for existing programs for high-risk families {e.g.
Head Start, Healthy Start, family preservation, teen pregnancy and prevention) to promote responsible
pareming, mchuding the importance of paternity establishment and economic security for childrea and

the development of parenting skills, .

Finally, we propose expanded authority and additional funding for the Commission on Child and
Family Welfare to study sccesy and visitation issues.

We estimate the costs of demonstrations for work obligations and opportunities for non-custodial
parenits at $390 million over five years, and of the grants for access and parenting programs at $135
million over five years,

Responsibilities of School-age Parents
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The program of transitional assistance followed by work that was outiined earlier in this document
focuses on the responsibilitias of custodial parents, especially young parents, o work and prepare for
work as 2 condition of receiving benefits, Al young single parents seeking government assistancs will
bs expected to prepare for and go to work. Like the child support provisions, the obligations inherent
ire 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 thelr children,

Minor mothers, these uader age 18, have special needs and deserve special comsideration, This is a
relatively small part of the caseload at any point in time, but it is a disproportionate contributor to long~
term dependency. We have four proposals that affect minor and school-age parents:

08 M Home, We propose requiving that minor parents Hive in a household
with a respansxb!e adult, preferably a parent {with certain excepmns such as when the minor
parent is marrisd or if there is & danger of abuse to the minor parent). Current AFDC rules
permit minor mothers to be “adult caretakers™ of their own children. We believe that having a
child dous not change the fact that minor mothers nead nurturing and supervision themselves,
Under current law, States do have the option of requiring minor mothers to reside in thelr
parents” household {(with certain exceptions), but only five have included this in their St:atc
plans, This proposal would make that option a requirement for all States.

s it ; eifare Mothers. We propose to allow States to utilize older welfare
mothers (o menwr at-risk schz}ei zge parents a5 part of their community service assignment,
This model could be especially effective in reaching younger recipiems because of the _
credibifity, 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.

rzeting soh arents. We will ensure that every school-age parem or pregnant teenager
Who ls On or ap;;i;es for weifare earalis in the JOBS program, finishes their aducation, and is
put on a track to self-sufficiency. Every school-age parent (male or female, case head or not,
or of any age) will be mandated to participate in JOBS from the moment the pregnancy or
paternity is established. All JOBS rules periaining to personal responsibility contracts,
employability plans, and participation will apply to teen parents. We propose to require case
management and special services, including family planaing counseling, for these teens,

SHaY entives, Wea propose to give States the option to use monetary
mce&mves wmbmad mth sanclu:ms 3¢ inducements to remain in school or GED clgss. They
may also use incentives and sanctions (o eacourage participation in appropriate parenting
activities.

The requirement for minor mothers to tive at home s estimated to save $195 million over five years,
The costs of the options are trivial.

Encouragements for Respensible Familly Planning
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Responsible parenting requives access to information and services designed to discourage early sexual
behavior and to prevest pregnancy. We propose the following:

ational o ARR on pregnancy. We propase that the President lead a national
campa;gzz agamst teen p:egnmcy, m'.feivmg the media, :x}zzzm;mlty organizations, churches and
others in a concerted effort to change perceptions. The campaign would set national prevention
goals and chalienge the States to come up with school or community basad plans 10 meet those

erease p { | o7 gervice 5 e Respongible family planaing
requzw& zhat family p&aazzmg services Em ava;iable for ﬁz{m who need them. A request for
increased funding for Title X was included in the FY 1995 budget submission.

H
H

ISSuE: FAMILY CArs

The issue is whether States should be allowed or required to Himit benefit increases when additional
children dre conceived by parents already on AFDC if the State ¢nsures that parents have access ©©
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. However, families on
welfare receive additional support because their ARDC benefits increase automatically to include the
needs of an additional child.

Proponents of family cap§ argus that they would reinforce parmzazx responsibility by keeping AFDC

~ (but not food stamps) benefits constant when a child is conceived while the parent is on welfare, The

message of responsibility would be further strengthened by permitting the family to earn more or
receive more in chiid support without penalty as a substitute for the astomatic AFDC benefit increase
under curreat law,

Opponents of family caps argue that there i3 no evidence that they deter births, and that they deny

benefits to noedy children, They argue that the value of the benefit increase is similar to the value of

the 1ax deductions and EITC increase for 2 working family that has an additional child, {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, AFDC benefits increase $684 per year for the secomi child in the

median State; including food stamps increases benefits by §1,584.) \ :
A Staw option policy where States rq;r%sentia f the effected cascload adopt a family cap Fw 'gg?
provision might save $290 miltion over five years— .5“'1‘; ©

Learning from Prevention Approaches that Eugage Every Sector of the Society in Promoting
Responsibility

Solely changing the welfare system is insufficient as a prevention steategy, For the most part, the
disturbing social trends that lead to welfare dependancy are not caused by the weifare system but reflect
a larger shift in societal mores and values. Teen pregnancy appears (0 be part of a more general
pattern of high-risk behavior among youth.
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The ‘Adsinistration is developing several initiatives that aim to improve the opportunities available to

young people and to provide alternatives 1o high-risk behavior. The School-to-Work initiative, for

sxample, will provide opportunities for young people to combine schoal with work experience and on-

the-job training, as 2 way of easing the transition into the workplace. The crime bill focuses additional
resourees on orime ptevention, especially on youth in disadvantaged neighborhoods, Initintives like

thess are aimed at raising asplrations and hope among young people who might otherwise become

parem.s oo early,

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

issue in designing a prevention approach is o 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

subgtantial increases in spending on secvices and approaches to deal with if, Unfortunately, although ?
there are numerous anecdotal reports on effective programs, none of the rigorous evaluations of H«C’
service-based attempts to prevent teen pregnancy has shown demonstrated success.,

We believe that large scale spending on unproven approaches would be irrasponsible. Instead, we need
a strategic approach that develogs and funds some substantial demonstration programs, and evaluates

. then for their potential 10 be more broadly offective.

) iong. Early childbearing and other problem behaviors are interrelated and strongly
mfineace:! hy the general life-experience associated with poverty. Changing the circumstances in which
people Hive, and consequently how they view themselves, is needed to affect the decisions young people
make in regard to their lives. To maxinize effectiveness, interventions should address s wide spectrum
of areas including, among others, economic opportunity, safety, health and education. Particutar
emphasiz must be placed on the prevention of adolescent pregnancy, through measures which include
sax education, abstinence education, life skills education and contraceptive services. Comprehensive
community based lnterventions show great promise, especially those efforts that combine education.

We propose comprehensive demonstration grants that would try different approaches to changing the
environment in which youth five and carefully evaluate their effects, These grants would be of
sufficient size ar “eritical mass”™ to significantly improve the day-to-day experiences, decisions and
behaviors of youth, They would seek 10 change neighbochoods as well as directly support youth and
families and wauld particularly focos on adolescent pregnancy prevention. While medels exist for this
type of comprehensive effort, few have been rigorously evatuated. We propose a systematic strategy to
learn from variations in different types of appraaches.  All demonstrations will include g strong
evaluation component,

We propose spending $200 million over five years on these demonstrations.

Supporting TwoParent 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 iaw; and 2) allowing States 1o provide benefits to two-parent families continucusly, instead of
limiting provision of such benefits to 6 months. Allowing twe parent families to receive the same
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benefits that single parents receive should encourage families to stay together, remove disincentives for
parents to marey and send a strong message sbout the value of both parems.

This benefit expansion i3 estimated to eost $800 mitlion in 1999, and $1.8 billion over five years.
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APPENDIX: ENDNOTES TO TABLE 1

TwoParent Estimates

i. 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, Inc.

Child Support Enforcement Estimates

I. . The estimates for paternity establishment, enforcement, and computer costs are based upon our
* best guess of how CBQ will estimate the savings from these child support enforcement
. provisions.

2. ‘The costs for the non-custodial parent provisions are 10 percent of the JOBS and WORK
PIOgram <osts,

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

{aselond Nummbers and JOBS and WORK Estimates

The cascload nunders and the JOBS and WORK cost gstimates are based an the foliowing policies,
assumptions and sourees of data:

1. Adult recipients {including teen custodial parents} born after 1969 are subject to the time lmit
beginning in October 1996 (FY 1997). The cost estimates assume about one third of the States
will implement the policy a year earlier than required. This follows State implementations
under the Family Support Act. JOBS spending on other portons of the caseéaad would

+ o eontinue as per currens iaw,

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

3, Parents who have a child under one {or undef 4 fnonths, if conceived after the initial welfare
receipty, are caring for a sgverely disabled chittd, report 2 work limitation or who are 60 years
of age and older are deferred from participation in the JOBS and WORK programs. As of FY
1999, about 25 percent of the phaged-in caseload is deforred.

4, The cascload aumbers include mndest treatment effects as a result of the new rules.

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

6. The cost estimate assumes that all non-deferred phased-in reciplents are engaged in activities,
 We assums that at 3 given polat in time, 50 percent of the phased-in recipients are engaged in

-
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activities which have cost. For recipients with extensions, it is assumed that everyone i
participating in a JOBS activity which costs the program money,

7. The cost of developing and maintaining a WORK assignment is calculated using CWEP data
from JOBS and from the welfareto-work demonstrations of the 1980s (again, adjusted for
inflation using the projectsd CPI). Approximately 25,000 and 120,000 WORK slots would be
required in 1988 and 1999, respectively,

8 The figures for JOBS participants and JOBS spending under current Jaw are taken from the
ACF baseline in the FY 1995 budget.

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

Teess Case Management and JOBS-Prep Cost Estimates

1. - The case management cost estimate presumes that at fll implementation enhanced case
mianagemont services would be provided to all teen parents under the ags of 19 and on
assistance. The percentage of teen parents receving comprehiensive 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 13 percent in FY 2004,

The cost per teen figure for eshanced case management is drawn feom Teen Parent
Bemonstration data. There is no data available on the current level of case management
expenditures in the JOBS program. Conseguently, the estimate empioys, as a proxy for 2 JOBS
case management cost per participant number, a figure caloulated using data from the welfare-
to-work demonstrations of the 19805 (8aa Diego 1 and Baltimore Options). -

Tae additional cost of comprehensive case management for teens is the difference between the
gost 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 $568 per
participant per year, in 1993 dollars. '

Z. 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, As we have virtually no
- idea what services States will provide during the JOBS-Prep program {candidates include
parenting skills classes, Jife skills training, vocationa! rebabilitation and substance sbuse
treatment), arriving at 2 cost per participant figure for the program is challenging,

For purposes of the estimate, we assume that States will not provide services such as vocationat
rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist primarily of case
management and referral 1o external service providers. Given that many of ths persons in the
JOBS-Prep program will have some serious issues to contend with {although some, such ag M,..Na‘« ‘
most mothers of children under oae, will not) a fairly intensive level of case management ’b

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

H
Chitd Care Estimates

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

P '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 conventivndl CBO scoring rules,

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

4, We assume that approximeately 40 percent of all AFDC fa:mim participating in JOBS and
WORK will use paid child care.

5. We assume that Transitiond Child Care eligibles will have average utifization rates of 40 .

¢ percent.

6. CQur working poor estimate represents a phase-in of a capped entitiement to cover children

whose families are balow 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 approxi-
mately & mittion non-AFDC childeen below 130 percent of poverty, 40 percent of them will
potentially need child care because of their parents” work status, and 40 percent of these
families will use paid child care.

Mg Additional Benefits for Additional Children

1.

This cost estimate is based upon an estimate by the Congressional Budget Office, The estimate
assumes a State option policy where States representing 33 percent of the effected caseload

- adopt a cap for benefits for new children,

It is assumed that States would reduce the manzhly benefit by $63 for sach child (after the first)
born while the mother was receiving AFDC. It is also assumed that States would have little

sucgess identifying children born on AFDC during previous spells of welfare receipt.
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Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the
current support system from one focussed on welfare to one focussed on work, oppottunity, and
responsibility, The Working Group proposal calls for replacing the AFDC program with a new
Transitional Assistance Program (TAP). The TAP program includes four key elements: full
participation, education and training, time-limits, and work.

®  Fuli Participation--Everyone who wishes TAP cash support will be expected to do
something to help themselves and their community, Everyone has something to
contribute, Everyone has a responsibility to move towards work and independence.

®  Education and Training (the LEAP program)--TAP will be refocussed by expanding
and improving the employment, education and training programs developed under the
Family Support Act. The clear focus will be to help people make the leap quickly from
weifare to work and to place them in jobs where they can support themselves and their
families.

* Time Limits--Persons able to work will generally be linuted to two years of cash

+ assistance. The goal is to place people in private jobs long before the two years is up, but
two years will be the maximum period for the receipt of cash aid by people able 1o work,
In g Himited number of cases extensions to complete an educational program will be
granted.

*  Work (the WORK program)--Those persons who have still been unabie 1o find work at
the end of two years, will be required to work, As many people as possibie will be placed
in private sector positions, others will be placed with local non-profit community
prganizations, still others may work in public service positions. These are intended to be
short term, last resort jobs, designed neither to displace existing workers nor to serve as
substitutes for unsubsidized private sector employment,

Everyone who secks welfare (AFDC) will immediately undergo an assessment. Based on this

. assessment, most persons will immediately be placed in the LEAP program--the syccéssor

- program 1o the JOBS program under the Family Support Act, The LEAP programwill be
desigied to help people roake the leap from welfare to work and independence. A LEAP
program will be developed by a LEAP worker and the client. In some cases the focus will be on
ummediate job placement. In others, the LEAP program will help recipients gain access to
education and training programs they need in order to find an appropriate job. Education and
training services will be coordinated with and often provided through mainstream state and federal
programs open (¢ both welfare and non-welfare recipients. Recipients who fail 10 comply with
their LEAP program will be sanctioned.

Most recipients are expected to find work through the LEAP program, LEAP program benefits
will normally be limited to two years, After that time, those persoos still on welfare would be
required 1o 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 degcisions
presented in this document. But the goal is quite cfear, Person still needing aid after two years
would be placed in jobs where the income they will be paid for the work they do. The work
should bring benefits to the community and dignity to the worker. But they will not be designed
10 become long-term subsidized jobs. Various incentives will be used to encourage people (o take
unsubsidized private jobs a8 soon as they can find them.

A limited number of persons will be put into a Pre-LEAP program. This program is designed for
persons who ars not currently in 2 position to work. At a minimum the Pre-LEAP program
would include persons who bave a disability which limits work, those who are required at home 10
care for a severcly disabled child or relative, and persons of advanced age. It might also include
mothers with very young children. While persons are in Pre-LEAP status, time-limits would not
be imposed. But those in the Pre-LEAP program would not be excused from obligations or
expectations. Rather they would be expected 1o engage in a broader set of activities than those in
the LEAP program. Everyone getting aid will have responsibilities and opportunities,

Though the ultimate mix of people in vartous parts of TAP depends on policy decisions, Butasa
starting poim, consider what would happen to the projected AFDC caseload in 1999 with a fully
phased in program in steady state. 'We do not anticipate that any program could be fully phased in
that quickly, but 1999 provides a helpful baseline.

PROJECTED STEADY STATE CASELOADS-WITH FULL
IMPLEMENTATION

. Projected 1999 Adult Cases Without Reform 4.7 million

Off Wellare with Reform (health reform, 1.2 million
BITC, child care, LEAP, WORK, eic)

TAP Participants . ‘ 3.5 million

‘Working While on Welfare: " 707 million

LEAP participants 0.2 million
WORK participants 0.7 million
Pre-LEAP-~disability/age limits work 0.5 llion
Pre-LEAP--severely disabled child 7 0.2 million
Pre-LEAP--caring for child under 1 year 0.5 mllion




The category working while on welfare assumes that persons who are working at least part-time
while on welfare meet participation requirement and do not face time limits, The implications and
alternatives to this policy are discussed below.

The major cost elements of the program involve the LEAP and Pre-LEAP program and the
WORK program. The gross cost of the program {not counting savings) are shown below:

Gross and Net Costs of TAP in Steady State — 1995 Dollars

LEAP and Pre-LEAP training/education $x.x billion
Child Care for LEAP/Pre-LEAP participants $x.x bilhon
| WORK program job development %x x billion
WORK program child care $x % billion

Total Gross Cost 8x.x billion

AFDC, Food Stamps, and Medicaid Savings ~$x.x billion
directly attributable to TAP program :

Fotal Net Cost $x.x billion

Six key questions need to be addressed in designing the TAP program

¢  Part-time work--How should people who work part time be treated in the TAP program?
In pamcular should part-time workers face additional pammpatwn and work o
requirements and be subject to time-limits?

®  Pre-LEAP rules—-Who should be put into the Pre-LEAP program because they are not
able 10 work or needed at home? What caps should be put on the number of persons in
the Pre-LEAP program?

®  LEAP Extensions--Who should be granted extensions under the LEAP program? What
limnts, if any, should be put on the number of extensions allowed?



® WORK Program Design--Should states be required to create jobs paying wages which
are provided to those in the WORK program? Would states be allowed to use CWEP
jobs for all or part of the WORK placements?

©  WORK Program Limits--Should limits be placed on the duration of WORK jobs, on
receipt of the EITC, on child care for WORK participants etc.?

®  Phase-In--How quickly should the reforms be phased in and how should it be phased in?

Part-Time Work
If someone is working part-time at a minimum wage job, they will still be eligible for AFDC
benefits in many states. What expectations should we have for such people?

One possibility is to allow part-time workers (20 hours per week) to continue to collect benefits if
they still qualify for them, and that the two-year clock would not run during such periods. If the
person had exhausted their two-year limit, part-time unsubsidized private work would count as
meeting the work obligation. The other alternative is to let the clock run except in circumstances
when the person was working at least 30, 35, or 40 hours per week.

Allowing part-time work to count as meeting the training and work obligation 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 1/3 work full-time all year, and they have help from the second spouse. Many
single parents may find it impossible to work more than 2/3s of married mothers do. Part-time
work would actually be a dramatic change from current situation where only 9% (?)of adult
recipients work at all.

Second, part-time work may serve as a stepping stone to both full-time work and to better paying
jobs. Given that so few mothers now work while on welfare, it is a natural starting point for the
more disadvantaged women. It may be counterproductive in the long run to pull people 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
mainstream 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 would be in the position of pulling parents out of unsubsidized private jobs to place
them in a community work program. This would significantly increase the number of WORK
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- glots needed and the cost of providing a full-time work slot and full-time child care will be
significant, :

Those who think part-time workers should be subject to time-hmits and work requirements worry
that the AFDC program may become a work supplementation program, Some persons might
remain on AFDC for many years while working part-time. 1If the ultimate goal is to move people
completely off of welfare, allowing and even encouraging people to mix work and welfare is
sending a mixed message, Many parents outside of welfare feel they must work full time in
support of their family. Should part-time work be enough indefinitely? One alternative would be
to allow part-time work to count for some period, but to eventually require full-time work. Note
that regardless of what policy is chosen, full-time workers will always be better off than part-time
workers.

Allowing Pant-Time Work  Limiting Part-Time Work

LEAP Participants .9 million 1.1 millon
WORK Participants .7 million 1.2 million
Net LEAP/WORK costs Sx x billion $x.x billion
Pre-LEAF Rules

Any policy where work 15 required and time-limits imposed must take account of differences in
the ability to work. People whao are permanently disabled and thus are unable to work for at least
one year are supposed 1o be covered under the Supplemental Security Income (881} Program.
But some disabilities and most illnesses, even severe ones, last less than a year, Many other
people suffer partial disabilities that limit their ability to work. Sometimes a parent is needed to
care for a severely disabled child. And there are a vanety of cases which some have labelied the
"walking wounded"--people who have such trouble coping with even day-to-day challenges of
parenting and survival in an often highly stressful environment,

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 goal of
changing the culture of welfare offices and expecting everyone to do something, And deferrals
are not necessarily beneficial 1o 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 fovmulation has been proposed by the American Public Welfare Association.
They suggested creation of a "Pre-JOBS" program where everyone would be expected to do

3


http:parent.og

sorﬁcthing to contribute to themsetves and their community, but until they reached a certain stage,
gxpectations would be different from those facing people in the time-limited training and cagh aid
program. We have adopted this formulation with our Pre-LEAP program.

The nomenclature of Pre-LEAP is appealing for it indicates that the expectation is that eventually
mast people in the group will be able to join the regular LEAP program. But who should be
placed in a Pre-LEAP status? Virtuatly everyone seems 1o agree that persons of advanced age
(over 60), with severe disabilities therselves, 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
mothers with (healtby) children be expected to work? The Family Support Act exempted mothers
with children under the age of 3 from mandatory education, training or work expectations, States
had the option of requiring participation of mothers with children over the age of 1 if they chose
10 do so. X states have elected this stricter option. The arguments for and against participation
by mothers of very young children are straightforward 1o describe, but the issues pose deep
philosophical and financial questions.

There simply is not sufficient social and behavioral science evidence to determine definitively
whether and when it is appropriate to require & parent to participate in &8 work or training activity.
Some developmental psychologists believe strongly that a parent should stay home and nurture
the child if possible during these years. Yet well over half of the mothers with children under
three now work at least part-time, Many of those seeking to move women from welfare to work
argue that 3 vears is too long to wall before exposing people to participation expectations. The
most recent evidence regarding work by mothers does not show clear harm or benefit to children
of mothers working outside the home. There is, however, a strong hint in existing studies that
children of working mothers who feel positively about work do bester than children of mothers
who are unhappy working and who feel forced into an unpleasant job by economic necessity. Itis
clear that when a mother goes to work for the first time, # is initially stressful for the family. But
work can bring

Using existing survey data, Working Group staff have created the following table which illustrates
the implications of different Pre-LEAP policies on the fraction of the existing caseload which
would be Iy various elements of the TAP program.



NUMBER OF PERSONS IN VARIOUS TAP ELEMENTS AND
NET COST UNDER VARIOUS PRE-LEAP OPTIONS

* Option A Option B Option C Option D

Pre-LEAP 0.3 million 0.7 million 1.2 million x.x million

% of projected 9% 20% 33% yy%o
TAP caseload

LEAP .y million .y million .9 million .y million
WORK .y million .y million .7 million .y million

Net Cost $x.x billion $x.x billion $x.x billion $x.x billion

Op‘tion A: Case head is 60 years or over, case head has severe disability, or child with severe
disability

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

Option C: Option B, plus cases with child under 1 year in the household or woman in the final
trimester of pregnancy

Option D: Option B, plus cases with child under 3 years in the household or woman in the final

. trimester of pregnancy '

In evaluating these percentages, recall they are off of a much smaller base than the current AFDC
program since other elements should remove a quarter of the caseload or more. The remaining

participants are more likely to be disabled. Option C for example is only 25% of the projected
AFDC caseload without reform,

Determining who should go into LEAP and who enters Pre-LEAP creates difficult administrative
and oversight issues. It is extremely difficult to define tightly exactly which are cases where
someone can and cannot work. Highly detailed federal guidelines can lead precisely to the kind of
preoccupation with paper and process rather than a focus on moving people forward that so often
seems at the heart of the current welfare failures. And there are inevitably cases that just don't
seem to fit in one category or another. Working Group staff recommend that the Federal
government set a percentage of the caseload which can be placed in Pre-LEAP, provide guidance
as to who should be placed in the program, but then to allow states considerable latitude in
determining which particular cases will be selected.

1



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 a 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 involve both a period to finish high school and an additional year of training.

There seems little disagreement that persons who are making satisfactory progress toward the
completion of their GED or high school degree should be granted extensions. Similarly, persons
in School-to-Work or similar programs should be encouraged to continue their education. There
are others who may need more time to get adequate schooling. Persons with language difficulties
may need to 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 degree. Those who favor such a proposal emphasize
that the only way to a really 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 4 year college note that only 1/4 of each
cohort of graduates from all incomes and backgrounds receive a 4 year degree, and among
welfare recipients the fraction is much lower. They wonder whether it is fair to use welfare
benefits to help support persons who are getting college degrees when the vast majority of
persons paying for that support will never get such a degree. There is also a concern that single
parents would actually have greater access to economic support for higher education than persons
who did not become single parents. A partial resolution to this dilemma may emerge is part-time
work fulfills the work obligation. In those circumstances, persons working part time and
schooling part time would continue to be eligible for some support in most states.

The same administrative questions that arise with deferment policy occur here as well. Writing
complicated federa! rules regarding who can be deferred and when is likely to lead to a nightmare
of audits and litigation. Working group staff recommend that just as with deferments, states be
given a limited number of extensions with broad guidelines as to how they can be used, but that

states are responsible for determining the best way to use them. But what number of extensions
makes sense?
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THE TRANSITIONAL ASSISTANCE PROGRAM

Perhaps the most critical and difficult goal of welfare reform is 1o reshape the very mission of the
current support system from one focussed on welfare to one focussed on work, opportunity, and

responsibility. The Working Group.proposal calls for replacing the AFDC program with 4 new o
Transitional Assistance Program {TAP}} The TAP program includes four key eleménts: full ‘f‘} L"f
participation, education and training, time-limits, and work, Do F

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

® Training, Education, and Placement (the JOBS program)--TAP will be refocussed by
expanding and improving JOBS program which provides the training, education, and
placement services as developed under the Family Support Act. The JOBS program will
probably have to be renamed (10 avoid confusion with the WORK program), but the basic .
program will be quite similar, The clear focus of public assistance wilf be to help people \Mﬂ( qho
move quickly from welfare to work and 1o place them in jobs where they can support ,,L
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.
f? -
® . Time Limits--Parsons able to work will @ be limited to two years of cash
assistance. The goal is to place people in pfivate jobs long before the two years is up, but
two years will be the maximum period for the receipt of cash aid by people able 10 work:
In a limited number of cases extensions to comgplete an educational program will be
granted. The time limit is a lifetime limit, though recipients could earn back some
additional time for time they are off welfare.

© York (the WORK program}--Those persons who bave still been unable to find work at
. the end of two years, will be required to work. As many people as possible will be placed
in private sector positions, others will be placed with local nonprofit community
~ organizations, still others may work in public service positions. These are mtended to be -
short term, last resort jobs, designed neither to displace existing workers nor to serve as -
substitutes for unsubsidized private sector employment.
Everyone who seeks welfare {AFDC) will immediately undergo an assessment. Based on this
agsessment, most parmns will immediately be placed in the JOBS program or tﬁs SUCCESS0T |
2 JOBS program will bel A strategy will be developed by a JOBS worker and the client designed to sami
plx move from welfare to work and independence. In some cases the focus will be on
mediate job placement, and §ated will have the $ptionjof requiring immediate jobf search for all -
persons,  Where neededd, the JOBS program will hielp Tecipients gain access to education and ey
training programs they need in order to find an appropriate job. Education and training services
will be coordinated with and ofien provided through mainstream state and federal programs open
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to both welfare and non-welfare recipients. Recipients who fail 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 limited to two vears, Afier that time, those persons stil 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 the income the be paid for the work they do. The work
should bring benefits to the community and dignity to the worker. But they will not be designed
1o become long-term subsidized jobs. Various incentives will be used to encourage people 10 take
unsubsidized private jobs a5 soon as they can find them.
o{’p{’ g ined

A limited number of persons will be put into a JOBS-Prep program. This program is designed for
persons who are not currently in & position to work. At a minimus the JOBS-Prep program
would include persons who have & disability which limits work, those who are required at home to
care for a severely disgbled child or relative, and persons of advanced age. 1t might also include
mothers with very.young.children. While persons are in JOBS-Prep status, time-limits would not
be imposed. But those in the JOBS-Prep program would not be excused from obligations or
expectations, Rather they would be expected to engage in a broader set of activities than those in
the JOBS program. Everyone getting aid will have responsibifities and opporntunities,

Six key questions need to be addressed in designing the @ program

. Focuos and Phase-In ~-How quickly should the reforms be phased in and who should be
targeted intially?

* Part-time work~How should people who work pact time be treated in the TAP prograny?
In particular, should part-time worlkers face additional participation and work
rﬁquircments and be subject to time-limits?

. JOBS-Prep rules—-Who should be put into the JOB $-Prep program because they are not
; able to ‘work or needed at home? What caps shimid be put on the nwnber of perserzs in
the JOBS-Prep program? |

L JOBS Extensions—Who should be gmrztesi mensicns under the JOBS program? What
limits, if any, should be put on the number of extensions aliowed?

. Work for Wages Versus Work for Welfare--Should states be required to create jobs
paying wages which are provided to those in the WORK program? Would states be
allowed to use CWEP jobs for all or part of the WORK placements?

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

Discouraging exfended WORK participation--What ¢an be done to keep the duration
of WORK participation short and to move people into unsubsidized work? “Should the
EITC be denied to work program participants? Should any particular WORK placement
be limited to 12 months? Should the total time people are allowed n the WORK program
be limited?

Focus and Phase-in /

The ultimate mix of people in variousparts of TAP depends on policy decisions. But as a starting
point, consider what would bapp /if we chose undertake the extremely ambitious task of
beginning TAP full scale i@ 1996 (most states will require 2 years to pass implementing
legistation and get the program up and running) and requiring everyone now on welfare and all
those who apply subsequently to mieet the new requirements. Then by October 1996, everyone
currently on welfare and everyone entering who is able to work will get 24 additional months of
welfare. The table below shows what the caseloads might look like under one set of policies.
Note that making different choices about pan-time work, JOBS-Prep and extension policy, and
the nature of the WORK program will affect these estimates. ‘Note also that the figures for 2004
assume the passage and full-implementation of health reform. Earlier years assume the current
system. Without health reform, JOBR and WORK figures would be significantly larger.



PROJECTED CASELOADS UNDER PROGRAM FOR

OCTOBER 1996 IMPLEMENTATION FOR ALL PERSONS

IMMEPIATE

-

FY 1997

FY 1999

FY 2004

Projected Adult Cases Without Reform

4.5 million

4.7 million

5.1 million

Off Welfare with Reform
(health reform after 1999, EITC, child
care, JOBS, WORK, etc.)

.1 million

.5 million

1.2 million

TAP Participants

4.4 million

4.2 million

3.8 million

Working While on Welfare

.3 million

.4 million

.6 million

JOBS participants

3.1 million

2.1 million

1.2 million

N
Of;")-\r:% L

WORK participants 0 million .6 million 1.0 million

JOBS-Prep--disability - .4 million .4 million .4 million

JOBS-Prep--severely disabled child

.3 million .3 million .3 million

JOBS-Prep--caring for chiid under 1 .4 million 4 million .4 million

The table illustrates the dynamics of the program over time with immediate implementation. In
1997, the first year of impiementation, 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, there are fewer
people in the JOBS program ‘and more in the WORK program as some people have hit the limit.

. Note that miost people on welfare in 1997 will not hit the limit in 1999.- Many leave ‘welfare and'
never hit the limit. Others cycle on.and off welfare and accumulate 24 months of receipt over a 4
or 5 year period. In addition, as a result of the program and other reforms (health reform, the
expanded EITC, child care for the working poor) people leave welfare who would otherwise hive
been on it and more people choose to work while on welfare. This leaves fewer people to be
served in the JOBS/WORK program. Note that by 2004, of the projected 5.2 million people
expected to be on welfare in the abscence of reform, 3 million are now off welfare, or working
while on welfare, or in the WORK program,

The current JOBS program serves roughly 600,000 persons monthly. The immediate phase in
scenario implies that over 3 million people annually (and probably half that number in any given
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ronth} would have to be served by 1997 in the JOBS program. Moreover, states would have to
be gearing up for a work program that would approach the size of CETA in the year 2000, Itis
unimaginable that states could move this quickly, even if resources were plentiful, such a massive

and immediate expansion almost guarantees that the JOBS program will be po
with limited real content in many states. There is much greater threat
rapid build up, Facing the need to serve millions of new JOBS chients
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substantial job creation, states are likely to do the minimum they can in the JOBS program. The
JOBS program, which is essential to moving people from welfare to work and to transforming the
culture of welfare offices will not get the attention that is critical to this reform,

The final concem is cost. The table below illustrates the cost of the program {in 1995 dollars) for
the first 5 vears, and for 2004, In reading the table note that the first column is & 5 year number
{with implementation in October 1996) and the second column is a / year mumber,

Cost Element

1995-19%9

Gross and Net Costs of TAP Under October 1996 Implementation for All
Persons—~Combined State and Federal Costs

2004

JOBS training/education

$xx.x billion

$x.x billion

WORK program job development

$x.x billion

$x.x hillion

JOBS/WORK program child care

$x.x billion

$x.x hillion

Total Grogs Cost

Sxx.x biflion

£x.x billion

directly attributable to TAP program

AFDIC, Food Stamps, and Medicaid Savings

-3x.x bithion

~8x.x billion

Total Net Cost

It seems essential to phase in more slowly by than this. A slower approach also has the
considerable advantage that one can learn and adjust as the program grows. There are a number
of ways one could select a group to start with. The House Republican bill starts with applicants
(both new and returming). This strategy has the obvious appeal of changing the rules initially for
people who enter welfare rather than those who came on with different expectations. But it raises
serious equity concerns. A person who had children young and whe has been on welfare for
many years would face no time limit initially, Meanwhile another person of the same age and

Exx.x billion

$x.x billion
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same number of children who was married or weri},ed/-t stay off welfare, who suddenly noeds
support would be subject to time limits. Having reapplicants face time limits also creates very
perverse incentives to stay on welfare, Most who.leave welfare do return at some gtage, S0 many
may be inclined to stay on welfare to avoid teaving and coming back under a new sat of rules.

One might try focussing only on new applicants, but since there is little reliable data on past
welfare receipt, such a plan creates a virtually inpossible verification problem if people say they've
been on welfare before,

One might also phase in by state, but that simply means this sort of massive expansion in JOBS
services and WORK will have to be dooe at the state scale. The costs to the Federal Government
might be lower, but the administrative struggles, the job creation, the displacement, and other
problems will be just as great in states that must implement the program.

A particularly attractive alternative is to focus on is young people--such as those under 25 in ! béfz?
1995. 1t is the younger generation of ectual and potential welfare recipients that are the sourceof | ¥ ’; ¢
greatest concern, but also the group where there probably is the greatest hope of making a / He,

profound difference. These are also the people likely to have the longest stays on welfare, in part [ et v
because they are just beginning their stays. And one can then devote the energy and resources to ﬂu{«ffv

trying to "rescue” the next generation, rather than spreading cfforts so thin that little real help is fat e
provided.

One strategy wonld be to put all persons born after 1970 {under 25 in 1995) under the - o "’47
transformed transitional support system. All persons of the same age and circumstance would - $58

face the same rules regardless of when the started welfare. Such a system automatically phases in
sinee the fraction of those on welfare who were born after 1970 increases with time,  In 1995
such a plan includes everyone on welfare who is under 25, Ten years later, it includes everyone
who is under 35, For this cobort and &ll 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
new resources would be focussed on young people. ' '

© ‘Thenumber of persons sg;:;‘%;'e;dﬁ under such a strategy is as follows: =



PROJECTED CASELOADS UNDER PROGRAM FOR

OCTOBER 1996 IMPLEMENTATION FOR PERSONS BORN AFTER 1976

FY 1997

FY 1399

FY 2004

Projected Adult Cases With Parent
Barh;efﬁfe £970 Without Reform

1.25 million

1.69 million

2.77 million

Off Welfare with Reform
{health reform after 1999, EITC, child
care, JOBS, WORK, eic.)

{00 million

.16 million

.66 million

TAP Participanis

1.235 million

1.54 million

2,11 miflion

Waorking While on Welfare

A0 milhon

13 million

.31 million

JOBS participants

.86 million

.94 million

/76 million

WORK participants

G0 million

.11 million

.57 million

JOBS-Prep--disability

(10 million

12 million

AR million

JOBS-Prep--severely disabled child

08 million

b6 miliion

{08 million

JORBS-Prep-~caring for child under |

15 million

.18 million

20 million

The projected caseload numbers without reform grow rapidly because a larger and larger portion
-of the ca&alaad will have been born after 1970, 1 1997, roughly. 3{3% of the ;m};ected z;aselcaé i
" in this g group. By 2004, more than half are included. . - .

The pwjec:e:i costs of fccusing on this target group are as follows:



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

Cost Element 19951999 2004

JOBS training/education $xx x billion $x.x biflion

$x.x billion
JIOBS/WORK program child care $x.x billion Bx.x billion

WORK program job development

$x.x billion

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

AFDC, Food Stamps, and Medicaid Savings { ~$x.x billion «$x.x billion
directly attributable to TAP program

‘ Total Net Cost Sxx.x billion $x.x billion

A deciston to focus on young people initially in no way precludes adding sll or part of the rest of
the population to the program at any time.  States could be given the option of doing so. Ifin4d
or 5 years time, the program is working well and it is feasible 1o expand capacity we ¢an do so at
that time.

Of course other types of phase-in/targeting strategtes could be used. One could foous on people
who are younger and get smaller numbers. Or one could start with a group that included
somewhat older persons (perhaps all those bomn after 1963}, or add new applicants to this target Oc’:w N
group and get larger estimates. Still in the opinion of the Working Group staff and chairs, W55 '«
seems the appropriate magnitude if the goal is to fundamentally Thange the system and help

. people help themselves.

" JOBS-Prep Rules o ‘ e T L
Any policy where work is réguired and time-limits imposed must take account of differences in -
the ability 1o work, People who are permanently disabled and thus are unable to work for at least
one year are supposed 1o be covered under the Supplemental Security Income (SST) Program.
But some disabilities and most illnesses, even severe ones, last less than a year, Many other
people suffer partial disabilities that limit their ability to work. Sometimes a parent is needed to
care for a severely disabled child. And there are a variety of cases which some have labelled the

aiking woéndig}'wpeople who have such trouble coping with even day-to-day challenges of
parenting-and survival in an often highly stressful environment.
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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 goal of
changing the culture of welfare offices and expecting everyone to do something. And deferrals
are not necessarily beneficial to those who receive them. States and localities may send the signal
that those who are deferred should not be subject to high 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
appropnate.

One very intriguing formulation has been proposed by the American Public Welfare Association.
They suggested creation of a "JOBS-Prep" program where everyone would be expected to do
something to contribute to themselves and their community, but until they reached a certain stage,
expectations would be different from those facing people in the time-limited training and cash aid
program. We have adopted this formulation with our JOBS-Prep program.

The nomenclature of JOBS-Prep is appealing for it indicates that the expectation is that eventually
most people in the group will be able to join the regular JOBS program. But who should be
placed in a JOBS-Prep status? Virtually everyone seems to agree that persons of advanced age
(over 60), with severe disabilities themselves, or who are caring for a severely disabled child
should be deferred. But the question of how far along the continuum of disability the line should
be drawn is dlﬂlcult

A somewhat different set of problems is posed by the mothers of very young children. Should all
mothers with (healthy) children be expected to work? The Family Support Act exempted mothers
with children under the age of 3 from mandatory education, training 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.

Obviously 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. Working Group staff

have indicated the following percentdge of thc current caseload would be in J OBS- Prep under

- different policies: , A ' S L. :

LS

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

Optlon B: Case head is 60 years or over, case head has disability which limits work, or child with T4

severe disability -- x%
60 F Y &zﬁa
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Option C: Option B, plus cases with child under 1 year in the household or woman in the final

trimester of prcgnanch?‘Chi fen conceived while the mother is on welfare would qualify
the mother for only 4 monthg of JOBS-Prep.--x%

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.--x%

Staff recommend selecting Option C, and that option is the one used in baseline estimates. It is
easy to determine the age of youngest child, but difficult to determine exact rules regarding
disability, illness, and the need to care for a relative, Rather than set up elaborate Federal rules for
defining ability to work and then auditing performance, Working Group staff recommend 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 child, while providing guidance as to who should
be placed in the program.

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 a 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 involve both a period to finish high schoo! and an additional year of training.

R &
There seems little disagreement that persons who are making satisfactory progress toward the
completion of their GED or high school degree should be granted extensions. Similarly, persons
in School-to-Work or similar programs should be encouraged to continue their education, There
are others who may need more time to get adequate schooling. Persons with language difficulties
may need to learn English beforz 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 qompleté a four year-college d'egree: Those who favor such a proposal cmpl{gisize -
that the only way to a really sécure 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 4 year college note that only 1/4 of each
cohort of graduates from all incomes and backgrounds receive a 4 year degree, and among
welfare recipients the fraction is much lower. They wonder whether it is fair to use welfare
benefits to help support persons who are getting college degrees when the vast majority of
persons paying for that support will never get such a degree. There is also a concern that single
parents would actually have greater access to economic support for higher education than persons
who did not become single parents. A partial resolution to this dilemma may emerge if part-time
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work fulfills the work obligation. In those circumstances, persons working part time and
schooling part time would continue to be eligible for some support in most states.

Just as in the previous case, staff reconunend that a fixed percentage be selected as a cap on

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

GED, completing & structured School-to-Work or similar learning program, person$ needing to

avercome a language barrier and other reasons, States could also use extensions for persons in

college work study programs, Staff believe that a figure of x% of the total TAP caseload 1‘37«:
(roughly 25% of those who will exhaust their 2 year limit) will offer sufficent extensions in most

cases. States could apply to the Secretary for additional extensions as a state plan amendment if

they can demonstrate their caseload is very difterent from that in the nation as a whole or if they

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

Work for Wages Versus Work for Welfare

Unquestionably the hardest part of designing a time-limited welfare system is designing the work
program after the time-fimit is reached. Much of the energy is focused on making work pay,
collecting child support, and creating a first rate education, training and placement programin
order to keep the number of persons reaching the time-limit to a minimum. Before the end of the
time-limit all persons will be required to engage in 2 period of intensive job scarch. Some will hit
the time-limit nonetheless, and 2 work opportunity must be provided.

The first and most visible choice in the WORK program involves work for wages versus work for
welfare. In a work for wages plan, welfare benefits end when the time-hont is reached. The state
or locality is required to offer 2 work opportunity to the person. Hours and wages are set by the
state or locality. Persons are paid in 2 paycheck for hours worked. If'the person does aot work,
they do not get paid, In principle they go from being a “recipient” to a worker. In a work for
welfare plan, the person continues to receive a welfare check, and is required to work at a
designaied community service job, Persons whe fail to report for work or who perform poorly
can be sanctioned with reduced welfare benefits, so long as the state can establish their pocr
performance was not for a good cause. Persons remain recipients, but they have increased
obligations.

‘ Thcrc seers little disagreement mthm the administration on the strong appesl of 8 work for -
wages model. It provides a pa;,rcheck instead of a welfare check, It is seen 4s providing a
tradittonal 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 1o adopt,

Those who srgue for state flexibility on this issue point to two major concerns; implementation
and recipient projection. A work program of this type for this population has never been
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inounted in this country, and though the Working Group has worked hard to resolve as many
issues as possible, some questions cannot be resolved without more experience. As discussed
below, the Working Group recommends a very flexible work for wages program with
considerable state and local flexibility over the use of funds to create work slots, Many of the
details are quite consciously left to the local community which knows its own needs and
opportunities best. Communities will have to set up a whole new system for linking with the
private sector, determining how and how much organizations who employ the work program
recipients will be paid, resolving disputes, determining how placements will be made, and
monitoring performancs. There are also difficult questions involving worker protection. What
happens if a worker is sick, or if theis 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
answers. !

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 1o begin 2 sanctioning process. The burden of performance shifts at least
partially to the state. Before the state can reduce the check 8 must establish that the persons
inappropriately violated their obligations. Buch a test would never be met if a child was sick or
transportation broke down. Though few people like the existing work-for-welfare programs
(usually called CWEP for Community Work Experience Program), it is a known entity. Both the
Repubtican plan and the plan from the American Public Welfare Asseciation called for CWEP
after two years. Throughout most of the rest of the plan, we have sought to give states as much b
flexibility as possible is deciding how to implement the program.

Those who urge against allowing state flexibility in this grea regard the implementation questions

as difficult, but surmountable, especially if the program inmtially focugses on younger recipients.
They fear that if states are given the option of choosing 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
young people grows. gradually, giving states the time they need to design and implement new
systems, Worse, work-for-welfare sends adverse messages to recipients, prospective employers, )
and the public. CWEP glots are nof 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
fail, but they felt like they were working for free. There is little evidence that persons who go
through CWEP, subsequently fare better in the workplace than people who were just on welfare,

{ And jzw_gig) 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 sector employers. Perhaps most importantly, without the
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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
Republican and serve to define and delineate 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 pfan which calls for peopic to work off their welfare check after 2 years.
Most of the traditional Démocratic constituencies g:fgngly favor work-for-wages:” Unions E_q,ve;
vociferousty apposed CWEP and have indicaléd that they will continue to do so. ey are
deeply concerned sbout a work-for-wages strategy as well, but there is room for negotiation in
such a plan.} Most advocates for the poor and women strongly favor work-for-wages, though
they want some worker protections built in and favor wages above the minimum.

Part-time versus Full-time Work Expectations

The TAP program focuses heavily on work. Persons cannot collect welfare benefits indefinitiely
without working. But what level of work should be expected? Is part-time work sufficient or
should persons be expected to work full-time.

Allowing part-time work 1o 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 1/3 work full-time all year, and they have help from the second spouse,
Currently only 7% of adult recipients work in a2 given month. Getting people working even part
time perhaps should be seen as a major accomplishment,

Second, part-tinie work may serve as a stepping sione to both full-time work and to better paying
jobs. Given that so few mothers now work while on welfare, it is a natural starting point for the
more disadvantaged women. It may be counterproductive in the long run to pull people out of
part-time private sector work to put them mnto full-ime 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 furthee education and training in the

mainstream training sector. Part-time workers could attend training schools or colltges on a part-
time basis. '

Finally the cost of mandating full-time work could be very high. Fuil-time child care for young ¢
children would be great. Afier school care would have to be provided for many other children.
Perhaps most importantly, if one required full-time work and guarameed 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 community work program. Unless, stricter nules induced many part-time workers to
leave welfare entirely for full-time work, this would significantly increase the number of WORK
slots needed and the cost of providing a full-time work slot and full-time child care will be
significant.

13
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Mote 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 beuefits, Note also
that the current pledge that full-time worker should not be poor explicitly assumes very low wage
workers will still get food stamps.

Those who think part-time worker should not be allowed indefinitely worry that the TAP program
may become a work supplementation program. Some persons might remain on TAP for many
years while working part-time. [f 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 weifare benefits might choose to leave welfare altogether if they
were forced to work full-time,

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

Mixing Unsubsidized Work With Welfare

Consider first the situation facing someone who 18 working part-time at a minimum wage job, In
most states, they would s1il be eligible for some supplemental AFDC benefits. Currently only 7%
of the caseload has reported earnings in any given month. There are indications that many more
than that work at some point during the period when they receive AFDC. Part of the reason so
few work part-time 13 that currently there are few mncentives to mix work and welfare. Benefits
decline dollar for dollar and the administrative and reporting burden on the client and welfare
worker when someone goes to work is considerable, But with the expanded EITC and other
reinventing government assistance policies, there may be considerably more incentive to work,
And if the time-limit clock was stopped in months where a person was working pact-time, there
weuld be even more incentive to work.

One possibility would be to count pari-time unsubsidized work as full participation and the clock

stops during periods of work, Persons would be entitled to any supplemental casirbenefits if they

still qualify for them under welfare rules. Of course, such persons would receive significantly Jess

cash aid than non-workers since benefits are reduced for income net of work expenses, [fthe

person had exhausted their two-year limit 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. Peaple working 20 hours or more would be

allowed to collect supplemental aid indefinitely.

An alternative is to stop the clock only when some higher level of work is achieved, such as 30 or (,\
40 hours per week. Or one could allow part-time work to count so long as children are below ?@
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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 timpact of allowing part»t%me unsubsidized work to count as participation is hard to
determine. It could be very expensive and difficult to get evetyone working full-time. And
because part-time workers would be expected to participate in other ways, such a deeision is
likely to significantly increase the number of persons for whom WORK slots have to be generated.
In addition, if part-time workers lose their opportunity 1o participate in JOBS because the clock
keeps running. People may give up existing work 1o get training while they have the chance. On
the other hand, a full-tirne work expectation may cause some people to find full-fime unsubsized
work and leave welfare entirely. The current cost estimates assume that part-time work counts a3
full participation and that over time, more people choose to work part-time in unsubsidized
employment. If part-time work was not counted, and if we do not observe a significant
behavioral effect, by 2004, a total of 600,000 more people would have o be served in the JOBS
or WORK program for a TAP program reaching all recipients. Half that pumber would need to
be accomidated if young people were targetied,

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 peint to select hours ag the welfare
benefit divided by the minimum wage. But this simple formula is not vm’y 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
¢an be quite low. In Mississippi, 2 mother with two children would be required to work just 6.3
hours per week, hardly a practical work experience. One solution is to set a nunimum level of
work, say 15 hours per week, If one pays the minimum wage for each hour worked, setting 2

minimum has the effect of increasing the amount WORK participants get relative to people on L w$

welfare. { C?;A
e . 79

By contrast, in high benefit states, more than 35 hours per week would be required to 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 who have not yet hit the time hmit. Full-time work implies high child care costs and
difficult placements.

£~

¥
These issues are present but less obvious in a CWEP program. States still set work hours and pay
the ongoing welfare benefit. Low work hours or implicit subsidies are still an issue, but what is
wage and what 1s suppiment is less obvious.

- The Working Group staff and chairs recommend giving states the option of setting work hours

between say 15 and 335 hours according to whatever eriterion they choose, so long as the at least
minimum wage is paid for each hour. If the expected earnings {less work expenses) are less than
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the amount the person would have collected on welfare, then the state would have to provide a
supplemental work payment. Note that in the median state (Pennsylvania), 2 woman would need
to 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 assigo
the number of hours needed to reach the wellfare benefit up 1o 35 hours, roughly x states would
need to supplement the WORK earmings for a family of three.  Allowing states the option to
assign pari-tlime work to at least some recipients and to supplement the earnings is most
compatable with a plan to allow persons in unsubsidized part-time work to collect whatever
supplementary benefits they qualify for. In effect this plan would allow states to choose whether
TAP could be used as a work supplement for part-time workers or as a mechanism for pushing
people off of welfare and into full-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

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

There are various ways in which a WORK program can be designed in order 1o discourage or
prevent extended participation. These include: imits on the duration of each individual WORK
assignments, requiring frequent job search, denying the EITC 10 WORK program participants,
and placing limits on the total time people are allowed to spend in WORK assigoments,

Limits on the duration of individual WORK assignments followed by ive job search: There is
fittle disagreement that individual WORK placements ought to be limited in duration to perhaps
12 months. This imitation 18 designed to prevent participants from becoming attached to
particular subsidized jobs. Of course, there will be strong encouragement and incentives for
employers to refain WORK workers in unsubsidized positions at the end of 12 months., Before
and after each WORK assigoment, job search would be required, -

Denving the EITC to WORK, program participants: Perhaps the best way to ensure that people do
not eschew private sector jobs for WORK positions is to make certain that any private sector +
position pays better than a WORK job. Though there are various mechanisms for accomplishing
this, one of the easiest is to deny the EITC for money eamed in the subsidized WORK
assignments, Since WORK slots are already subsidized and it may not be appropriate to offer the
additional subsidy of the BITC. There will be some administrative complexity to treating earnings
received while a WORK participant are not treated the same as other sarnings.
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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 farge effects, for private sector jobs would then pay up 1o 40% more than WORK slots
(the BITC is effectively a 40% pay raise for persons with two children).

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

Requiring acceptance of any private sector job offer: WORK program participants could be
required to accept any unsubsidized job offer or be denied 2 WORK job for several months. Afler
(two refusaly, the person might be denied a WORK indefinitely. Some advocates for the poor
argue that such provisions are unnecessary, hard to administer, and potentially unfair, especially if
the EITC is dented to WORK workers.

Limiting the total time people can be in the WORK program: The most controversial way o limit
WORK participation is to time limit WORK, just as welfare is time-limited. Those who favor
Himiting 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 ag
creating a work entitlement that may become as unpopular as welfare did. Moreover, espeaially if
full implementation is chosen the only way to guarantee WORK slats will not reach 1 million or
more in a way that could be scored by CBO is to place absolute limits on the duration of WORK
assigrments.

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 be to let WORK
exhaustees return to cash assistance, perhaps with a lower benefit. Such s strategy would ensure
that WORK slots are preserved for those first hitting the time imit, One needn't require siates to
limit WORK assignments, one sught provide the flexibility to do so. The Republican plan does
allow states to terminate or reduce public assistance after 3 years in CWEP.

Opponents argue that there is no justification for limiting participation in the WORK program, ¢
especially if WORK participants are denied the EITC. If all previous WORK limiting provisions
arc adopted, anyone still eligible for a WORK assignment after say 2 or 3 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 time-limits argue that such people are most likely
people who genuinely cannot find any private sector employment gither because they live in a

17

’}S‘vn/‘i\



weak lsbor 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
putting the family in a desperate position with a serious risk of homelessness and family crises.
Virtually none of these families would have had mcomes above the poverty line before their
incomes were cut.  Unless we are willing to provide cash benefits without a work sxpectation for
people who have exhausted 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-vear limit on JOBS followed by a strict two-year limit on WORK would not

affect anyone for 6 vears. 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. I people tend 1o remain in the WORK progiram as long as

they stay on welfare today, & 3 year mit on WORK placements could push up to@: of WORK ot
participants off of support. Unfortunately we have no information on the extent 16 which evE
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 later years if extended spells in WORK

become & 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 8 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
Whixxs, The advisory panel must approve the WORK plan.

Funding: For each WORK placement: states would receive a flat amount for administrative costs o
and would be reimbursed for expected earnings (hours times wage) according to a specified set of L

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. ~ o
@i{imoaai monies or a higher match would be available to states in times of recession. >

¥

d

Placements: Placements in private sector establishments would be strongly preferred.  States
would bé fres 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 employer,

[Could talk about child care, other government programs ala HUD, etc]
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National Service placements would be acceptable WORK placements. States would be given the
option of contracting with the National Service Board to provide a certain number of National
Service Placements. In addition, National Service workers could be used 10 help work with and
supervise WORK participants in cumminty service activities.

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

*Hours: Hours are set by the state, minimurm 1S 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
policy decisions are implicit in this policy.

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

*Wages, Working Conditions, and Benefits: Wages are set at the minimum wage, but states and
tocalities can choose to set a higher wage rate in specific cases. Wage rates are among the most
contentions 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 in 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 is similar. Sick rules and absentee policy would be the
same that of similar workers in the establishment. States would set or negotiate such rules i cases
where a new organization or establishment 15 being formed to employ WORK participants,
Workers compensation would be paid for WORK, though who bore the costs would be
negotiated, Social Securnity payments would be rennired, Unemployment insurance paymenis
would not be required,

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

*Treatment of carnings from WORK program for other government benefits; For purposes of
determining eligibility and benefits for other govermment programs, the following rules would

apply:

19



® Food stamp, housing and other benefits would be calculated treating wages paid under the
WORK program as earnings. Benefits would be calculated on a 3 month prospective basis
under the assumption that the person works the full number of hours assigned. No
increases in food stamps or supplementary benefits would occur if the person did not work
the required hours.

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

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

*Required acceptance of any private sector job offer: WORK program participants could be
equired to accept any unsubsidized job offer or be denied a WORK job for severallmonths. After
@ refusals, the person might be denied 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 to TAP: Persons who become temporarily ill or face a new major new impediment to
work may seek to be re-evaluated and placed in the JOBS-Prep program until such time as the
state deems them ready to work. Persons in this status count against the limit on JOBS-Prep
placements.

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

i T e
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Chid Cans.

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 basig, The next c¢rucial step will come with
health care reform. Many recipients are trapped on welfare by
their inability to £ind or keep jobs with health benefits that
provide the sacruity they need.

The key misgsing component for making work pay is subsidized day
care, In order for families, especially single parent families,
to ke 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 subsldized day care should be made available,
and for whom?

0 What investments and/or regquirements shounld be put in
place to improve the quality of child care and the
covrdination of e¢hild care programs funded under
different mechanisms?

How §§§§Q1} Q!LQ ng g!;am

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

¢ on welfare, in JOBS or working (including subsidized
WORK slots)

-

o working, in ”trana{ﬁivn“ off welfare

o working, never on welfare or after transgition. ,

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 oare subsidized
through disregards from thelyr welfare benefits and sometimes
through subsidies. People who move off welfare and are working
are guaranteed subsidized child care for a year in order to ease
the transition, We propose to continue current guarantees of
child care subsidies for these categories of recipients.
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It is hard to arque, however, that low income working families
who arg not on welfare or transitioning off welfare are less
needing or deserving of child care subsidies than people who are.
It seems guite inequitable to provide child care subsidies to one
family and to deny them to another whose circumstances are
identical except for the fact that the first family is or has
been on welfarxe. "

The problem, of course, is the potential cost of extending
subsidies to working poor famllies who have never been on
welfare, Expanding JOBS and c¢reating WORK programs for welfare
recipients demand new resources for day care, which presumably
must be provided before new c¢laims on resources can be
entertained. Current estimates ©f the net new federal and state
costy of these new demands for day care are:

o $1.3 billion for those in JOBS, in WORK and working
while on welfare. This estimate does not reflect our
new phase in strategy, but is a pretty solid estimate
of day care vosts for welfare recipients at full
implerentation of the plan,

o $1.2 billion for those transitioninyg off welfare. This
is a theoretical estimate, not a projection from
current spending on transitional child care, which is
very low.

fNote: All cost estimates in this section assume
current costs per child, which are lower than the costs
per child used by CBO; we will work with them to txy to
resolve differences,. Cost estimates are net of gurrent
spending, except for spending on Head Start, which is
not yet netted out, WE OBVIOUSLY NEED NEW COST
ESTIMATES HERE TPHAT REFLECT OUR TARGETTING STRATEGY.)

If these costs are pretty much glven, {after reestimation to
reflect our tarqatting strategy), then the crucial issue to be
decided is the size and shape of a day care subsidy program for
the working poor. .

capped If we genuinely want to make
work pay, to make w&rx more attractive than welfare, and to “
maintain eguity between those who have and have not been on
welfare, 1t is very ilmportant that day care subsidies be
available for the working poor independent of their prior welfare
status. The ideal approach, if rescuyces were no constraint,
would be to guarantee a day care subsidy to all working poor
families who needed it, with a reasonable ceiling on cost per
child. The cost of such an entitlement is estimated to be:

o $3.8 billion for the working poor. This estimate is
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based on what seem t¢o be guite ¢ood agsumptions about
workforce partilcipation and take-up rates for
stibsidized child care, but it is certainly not iron
clad., It is net of current spending on the small at-
risk child care program and the larger Child Care and
Development Block Grant, but not net of Head Start
spending. .

This estimate is very uncertain. Because it ls based on current
usage, it does not relfect potential changes in work behavior and
¢hild care choices that might result if new subsidies were
avallable. It may, therefore, be substantially underestimated.
On the other hand, experience to date suggests that actual day
care usage is often much lower than planners predict; based on
thig experience the estimate could be too high, Because of the
great uncertainty of the estimates of providing subsidized child
care for the working poor. however, it is almost certainly unwise
at this point to establish an uncapped entitlement which could
potentially become quite expensive.

The obvious alternative is a capped entitlement, set at a level
that reflects available resources, for a fixed authorization
period. Capping the entitlement guarantees that spending will
not exceed the specified limit. A fixed authorization period of
something like seven years allows time for assessment and
reconsideration of both the levels and the nature of the
entitlement on the basis of experience,

ement : ' dis

B3R, Y

capped entitl state discre The most obvious way of

structuring a capped entitlement to day care for the working poor
is to follow the precedent of two current programs, the $300
;ﬂﬁf&wﬁrnillian discretionary Child Care and. Development Block Grant, and

the $300 million capped entitlement program for those *at-risk®

of AFDC receipt. Both these programs allot available funds to

g the states and allow them to use the funds for services to
families as they see fit. There are two problems with this
approach, however. One problem arises because the funds are
almost inevitably less that the demand and ¢riteria are hard to
set, Day care subsidies tend, therefore, to be distribyted

ﬁaijﬁ\\inaquitably, often on the basis of a first come first served
gtrategy that cannot address relative need. A second problem -
arises 1f capped entitlement funds must be matched by states in a
ontext where there is no individual entitlement or expectation'-
that pushes fiscally-pressed stastes to actually provide the

sexvices, This has been the experience - in many states with even
the very small {$300 million) at-.risk capped entitlement.

Capped entitlement: targetted. An alternative would be a
targetted capped entitlement. Because it would be capped,
spending levels would be controlled., But if it were targetted 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
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the normal capped entitlement c¢ould be alleviated. The question,
therefore, is whether there is a sub-group that could be
targetted that makes sense programatically and that could be
sexved with a reasonable resource allocation.

An intriguing possibility is to target young families, along the
same lines and for the same reasons that we are targetiting young
AFDC applicants and recipients. This strategy has many
attractive features. It can be justified on the same grounds
that we justify the focus in the transitional program, of
investing in young familiez. It also neatly solves the problem
of equity between welfare and non-welfare recipients. Everyone
born after & certain date (we suggest 1970) receives services in
the welfare program and day care subsidies if they are working,
whether or not they are or have been on welfare.

This targetting also has the potential for coming in at
reascnable cost. About a third of low income women with c¢hildren
ander 6 are themselves under 25. This suggests to me that no
more than & third of day care usage would be by families headed
by someone under 25. If we put $1.3 billion new money money into
working poor day care, we could probably serve all young working
pooy families. WE OBVIOUSLY NEED SOME REAL CQOST ESTIMATES HERE.
Since take up would be gradual, a phase in 0f the program could
gasily come in under $5 billion over 3 vears. If we followad the
cohort principle and increased the age of eligibility over time,
costy would grow, though very gradually, and they would still be
guite reasonable at the end of a seven year avthorization period.
Costs and usage could be agsessed at the end of the authorization
period in order to decide whether the program should centinue to
expand and whether it should continue to target by cohort or
perhaps by age, lincomg or other critexia.

The issue of guality v. guantity 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 guality standards, that professionalized group
care should be preferred pver informal care, and that rates
should be set in such a way that expenaive 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 chooses, with a strong
preference for inexpensive and informal care. The quality issue
is often illustrated by stories and color glossy photos of truly
dreadful child care settings, of which there are of course soms.
The choice issue is often jllustrated by stories of grandmothers
who could be forbidden to care for children and of costs that
might approach $10,000/yvear /child.



‘Heagd Start., ILuckily, some agreements and accommodations have
been emerging that can guide an approach to child care. HNearly
everyone agrees that Head Start, with its high guality
comprehensive approach to child development, should be the
preferred service for as many three and four year olds as
possible, with supplementary other child care as needed. This
administration’s commitment to expanding Head Staxt, and to
developing more full-day and full-year Head Start slots, will
ensure that as many ag REED AN ESTIMATE HERE of low income
children who need day care will be served by Head Start.

a t Lee o 3 = E Nearly everyong algo agrees
that for othar child care arrangamants, parents should have
nearly unlimited choice, constrained only by state regulations
and by minimal health and safety standards., This is the approach
incorporated into the Child Caxe and Development Block Grant,
which requires that pavrents have maximum feasible cholce and that
the state provide mechanisms for providing customer education and
for dealing with parent complaints. It also requires that all
providers who recelve subsidies be “legal” under state standards-
~gither licensed, regulated or exempt from regulation. Providers
that are exempt from gstate regulatory standards {all states
exempt baby~sitting and small in-home care arrangements for two
or three children and some states exempt sectarian. and other
providers of move formal care)} are reguired by the CCDBG 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. We propose extending this sensible lgb“h’xﬂj

approach to all c¢hild care providers who receive any federal
subsidy.

Investments in guality and supply, A& third point of general

agreement is that some funds ought to be available for

investments in child care guality and supply. Again, the QCDBG

sets a good precedent. It reguires that 5 percent of the funds

be set aside for the following uses: 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 providars, and
enahncements to compensation for providers, We propose satting ”
aside a portion of all child care funds for these same purposes. - 53
We alsco propose Lo ensure that training and technical assistanch, Q“*“
is available t0 enable welfare recipients to become Head Start

and day care providers. 7These programs should be an important

souree of private sector jobs and of WORK program glots for

people moving off welfare.

Brogram coordination, Finally, there is agreement that day care
programs and funding streams be designed in ways that are easy to
administer and appeayr “seamless” to parents, This can be

achieved both through program consolidations, when possible, and
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through coordination of rules, procedures and automated systems,
Because it js not fiscally poasible 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 conscolidation seems unachievable,
Nonetheless, full cocordination ought to be an important goal.

Ed
-

There are obviously a number of details that need to be worked
out in the process of drafting legislative specifications. It
the basgic issues on the scale of the program are decided and the
basic approach to guality agreed on, we can proceed to work
through the specifics,
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PROMOTING PARENTAL REBPONSIBRILI®Y
AND PREVENTING TEEN PREGNANCY

The best way to end welfare dependency is to eliminate the need
for welfare in the first place. High rates of female-headed
family formation and the startlingly high 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 peint. Births to schoolwage 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.

The society, and its welfare system, nust find ways to send the
signal that men and women should not become parents until they are
able to nuture and support their children. If they do become
parents, their responsibilitiesz to theiyr children should be
articulated and enforced. Accomplishing this goal requires
emphasizing both responsibilities and opportunities; not only
changing the welfare system, but also invoelving every sector of
our saciety in this effort.

The basic dilemma in designing a prevention and parental
responsibility strategy is the lack of f£it between the magnitude
of the problem and the dearth of demonstrably effective responses
~for dealing with it. Frustration over the dramatic increases in
out-of-wedlock births has led some commentators to advocate
strongly punitive solutions, the most extreme of which is cutting
fbﬁéw“ off welfare for unwed mothers, that would have disastrous effects
on children, doom the soclety to making massive investments in
foster care and orphanages, and almost certainly increase the
\already too high number of aborticons. At the other end of the
spectrum, some advocate massive spending on comprehensive services
for high risk youth, despite the discouraging evidence on the
effects on teen pregnancy from social services prograns,

We believe that the best.approach to prevention is a strategy that-
focuses on parental responsibility and provides opportunities for
exercising it, supplemented by family planning efforts and ¢
demonstrations of services programs aimed at preventing teen
pregnancy, We believe that very clear and consistent messages
about parentheod bringing with it serious responsibilities that
will be enforced hold the best chance of ancouraging young people
to think about the consequences of their actions and defer
parenthood. A hoy who sees his brother reguired 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 to live at home and to go to school
mnay come to prefer other opportunities. We hope and expect but we
cannot prove that a system that strongly reinforces the



responsibilities of bhoth parents will prevent too-early
parenthood. We know that parental financial support can help keep
families off welfare. And that reinforcing parental
responsikility is the right thing to do.

Along with respensibility, though, we must support opportunity. .,
Telling young people to be responsible without providing them the
means to exercise responsibility and the hope.that playing by the
rules will lead to & better life is gf?gi?y hypaeritic%izﬁ ﬁéﬁL

Our appproach has five components, each of which raises some
gerions issues for decision:

o c¢hild support snforcement. The major issues to be
resolved here have to do with damnnstratiﬁnamug child
support assurance and of programs for “custodi I parents.

o responsibilities of minor mothers. The maior issues
here have to do with sanctioning options.

o responsible family planning. The major issueshere have
to do with the scale and scope of the effort, and with
the desirability of a family cap.

o demonstrations of prevention approaches. The major
issue here has to do with the scope of an approach to
teen pregnancy prevention,

o supporting two-parent families. The major issue here is
balancing cost and eqguity.

CHILD BUPPCRT ENFORCEMENT

The responsibilities of both parents are emphasized in an approach
to child suppori- 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 enforcament reform proposal has three major elements: -

ESTABLISH AWARDS IN EVERY CASE t
. ENSURE FAIR AWARD LEVELS

. COLLECT AWARDS THAT ARE OWEDR

Establiah Awards in Evary Case

our goal is to establish paternity for all out-of~wedlock births.
This will be accomplished by cffering 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 1983;
and expanding education and outreach efforts to stress that having
a child is a two parent responsibility.

Under the proposal, paternity establishment requirements are
strengthened significantly. First, the responsibility for
paternity establishment will be clearly delineated. Mothers will
be requirasd to cooperate in paternity establishment as a condition
of receipt of welfare under a very strict cooperation requirement,
This requires the mother to provide both the name of the father
and information sufficient to verify the ldentity of the person
nanmed. {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
cocperated. We propose that the states are be held fully
ragponsible for the cost of benefits paid to mothers who have
cooperated fully but for whom paternity has not been established
within a stricly defined time frame.

The proposal also streamlines the legal process for establishing
paternity, enabling states teo establish paternity much more
guickly. This will be accomplished through an "ap front!
cooperation requirement {prior to receipt of welfare benefits),
clear responsibility for making the cooperation and sanctioning
determination {IV-D, not IV-3A), and streamlining the legal
process.

While the proposal is very tough and strict in its approach to
paternity astablishment, it is balanced and sensible. Applicants
must meet the new stricter ceocoperation reguirement prior to the
receipt ol benefits, but when the mother has fully cooperated and
provided complete information, the burden shifts to the state to
establish paternity. In centrast, the present Republican proposal
requires that the mother nust have paternity established prior to
receipt of benefits. Thus the mothexr who has done everytiing that
can be expected of her is unfairly penalized for the state’s
inaction or inefficiency in getting paternity egtablished. 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. -

Insure Fair Award Levals ‘ :

The proposal will establish a Hational Guidelines Commission to
study and report to Congress on the adequacy ©f award levels, the
variability of award levels and the desirability of national
guidelines.

The propesal will also reguire the universal, periodic updating of
awards so that all awards will closely refleot the current ability
of the noncustedial parent to pay support. 8tates must establish
simplified administrative procedures to update the awards.



in addition, present child support digtribution rules will be
changed to strengthen families and assist families making the
trangition from welfare to work.

Collect Awards that are Owed

The proposal seeks to develop a child support system for the 21st
century. All states must maintain a central registry and
centralized collection and disbursement capability. States must
be able to meonitor support payments 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
computers and automation to handle these routine enforcement
measures uging mass case processing technigues. A higher federal
matech rate will be provided to implement new technologies.

To improve collections in interstate cases, a Federal Child
Support Enforcement Clearinghouse will be created to track parents
across state lines. ‘This will include a National Directory of New
Hires so 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 zcgess to IRY
income and asset information will be expanded.

States will also be provided with the toolg they need, such as
license revocations and acress o other data bases, s¢ that the
child support enforcement system could crack down on those
noncustodial parents who otherwise find ways to avoeld payment of
their support cbligations. For instance, frequent and routine
matches will be made againgt appropriate data bases to find
logation, asget, and income information on those who try to hide
in ordey tov escape payment.

The funding and incentive structure will be changed in order to
pravide the necessary yesources for states to run good programs
and it will smploy performance based incentives to reward states
for good performance.
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Issue: Child Support Iansurance ¢

Even with the provisions above, enforcement of child support is
likely to be uneven for some time to come. Moreover, there will
be many cases where the noncustodial parent cannot be expected to
contribute much becaunse of low pay or unemployment. An important
guestion is whether children in single parent families should be
provided some minimum level of support even when the state falls
to collect it. The problem ig especially acute for noncustodial
parents who are not on AFDC and are trying ¢ make ends meet with
a combination of work and c¢hild support.
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C; number of states have expresssed a styeng int ﬁ?éi/in “ﬁww
implementing a Child Support Assurance proqram?} Under such a ﬁ
program, an improved child support enforcement system would be : éﬁf"
coupled with the paymant of a minimum insured child support ¥
payment and would also include additional work regquirements for
nonw~custodial parents. Under the proposal, up to six state

demonstration projects of Child Support Assurance are auwthorized. N

Issue: Enhancing Responsibility and Opportunity for Noncustodial
Parents '

‘“J reifons -
Under the present system, the needs and concerns of noncustodial
parents are oftan ignored. 7The 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 liives, not drive them further away.
The well-being of children, who only live with one parent, would
be enhanced if both emotional and financial suppoyrt were provided
by both of their parents,

gltimately, the system’s expectations of nmothers and fathers

should be parallel. Whatever is esxpected ©of the mother should be
expacted of the father. And whatever education and training
opportunities are provided to custodial parents, similay

opportunities should be available to noncustodial parents who pay

their c¢hild suppert and remain involved. If they can improve

theiy 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 prograns would work., New programs should be modest
and flexible, growing only as evaluation findings begin to
identify the-nmost-effective strategies. We propose the following:

’ Grants to states for programs which reinforce the need for
children to have continued access €o and visitation by both
parents. These programs include mediation (both voluntary
and mandatory), counseling, education, development of parente-
ing plans, visitation enforvement including monitoring,
supervision and neutral drop off and pick up and development
of guidelines for visitaltion and alternative custody
arrangements,

. Exﬁanded authority and additional funding for the Commission
on Child and Family Welfare to study access and visitation
issues.

. A portion of JOBS and WORK program funding will be reserved
for training, work readiness, educational remediation and :
mandatory work programs for noncustodial parents of AFDC
recipient c¢hildren who can’t pay c<hild support due to



unemployment, underemployment or other smployability
problems.

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

. Demonstration grants t¢ states and/or community based
organization to develop and implement non-custodial parent
{(fathers) components for existing programs for high risk
families (e.g. Head Start, Healthy Start, Family
Preservation, Teen Pregnancy and Prevention) to promote
responsible parenting, including the importance ¢f paternity
establishrent and economic security for children and the
developnent of parenting skills.

NEED COSTS HERE. DO WE RAISE AN ISSUE OF HOW MUCH TO SPEND?

RESPONSIBILITIES OF MINOR MOTHERS

The progranm of transitional assistance followed by work that is
outlined later in this document focuses on the responsibilities of
custodial parents, especially yvoung parents, to work and prepare
for work as a condition of receiving benefits. All young single
parents seeking government assistance will be expacted to prepare
for and 9o to work., Like the c¢hild support provigions, the
obligations inherent in the program send a clear messaage about
the conseguences of parenthood, ensuring that welfare receipt does
not release Either parent from their responsibilities to work and
support their children,

Minor mothers, these under 18, have special needs and deserve
special consideraticn. 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).
Parental support could then be included in determining cash
assistance ellgibility. Current AfDC rules permit minor mothers
te 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 theixr 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 have a similar proposal, however, they also give
States the option of providing no AFDC to minors. The Housse



Republicans make minoy parents ineligible for AFDC.

Mentorinag by Older Welfare Mothers. We propose to allow Btates to
utilize older welfare mothers to mentor at-risk teenagers ag part
of their community service assignment. This anodel could be
especially effective in reaching younger recipients because of the
credibility, relevance and personal experience of clder-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.

roet : 104 We will ensure that every teenaga parent
or preqn&nt teenagar who is on or applies for welfare enrolls in
the JOBS program, finishes their education, and is put on a track
to self-sufficiency. Every teenage parent {male or female, tase
head or not, any age) will be mandated to participate in JOBS from
the moment the pregnancy oy paternity is established. All JOBS
rules pertaining to social contracts, employabkility plans, and
participation will apply to teen parents. We propose to reguire
case panaygsenent for these teens.

Loy b 2 : We propese to give
States the optian to use manetary 1naantives combined with
sanctions as inducements to remain in school or GED class. They
may also use incentives and sanctions to encourage appropriate
parenting. Regarding school attendance, both Republican plans
include sanctions for failure to attend school; the Senate
Republicans also allow States to reward these with good school
attendence., DU WE WANT TO PUT IN THESE COMPARISONS AS A ROUTINE
PART OF OUR PRESENTATION? IFP S0, DO WE ALSO WANT TO MENTION THE
GROUPS THAT HATE THEM?

ENCOURAGEMENTE FOR RESBPONSIBLE FAMILY PLANNING

Responsible parenting requires access to information and services
designed to discourage early sexual behavior and to prevent
pregnanacy, We propose:

-

e A.n AME ! The
campazgn would set natxmnal preventlan goals and u
challenge the states to come up with school or community
hased plans to meet those goals. ’

o Increaged fun for fa rlanning services owuerh

Title X. A request for increased funding was included
in the FY1995 budget submission.

Issue: Yamily Caps

The issue is whather states should be allowed or reguired £o limit
benefit increaseg when additional children are conceived by
parents already on AFDC if the State ensures that parents have



access to family planning services. HNon-welfare working families
do not receive a pay raise when they have an additienal child,
even though the tax deduction and the EITC may increase (The tax
deduction and BITC increase for the second child is worth $1241 at
the $20,000 income level; the tax deduction is worth $686 at
$60,000.) However, families on welfare receive additional support
{$684 1in AFDC per yvear for the second child in the median state;
$1584 with food stamps) because their AFDC benefits increase
automatically to include the needs of an additional child., This
option would reinforce parental responsibility by Xkeeping AFDC
{(but not food stamps) benefits constant when a child is conceived
while the parent ig¢ on welfare. The message of responsibility
would be further strengthened by permitting the family to sarn
more or raceive more in child support without penalty as a
substitutse for the automatic AFDC benefit increase under current
law. Both Republican plans have a provision to not pay additional
AFDRC for more children. Under the House Republican plan, States
must pass legislation in order to pay additional benefits to
children.

WE NEED A COST ESTIMATE FOR THE SERVICES PART AND A SAVINGS
ESTIMATE FOR THE FAMILY CAP.

DEMONESTRATIONS OF PREVENYION APPROACEBES THAT ENGAGE EVERY #BCTOR
OF THE BOCIEDY IN PROMOTING RESPONBIBILITY

Solely changing the welfare system iz insufficient as a prevention
strategy. For the most part, the disturbing social trends that
lead to welfare dependenay are not caused by the welfare system
but refiect a larger shift in societal mores and values. In very
poor neighborhooads, teen pregnancy appears to part of a more
general pattern of high rish behavier among youth.

The basic issue in designing a broader prevention approach is to
balance the magnitude of the problem with the paucity of proven
appreoaches for dealing with it. Because the problem is z0
compelling, it iz tempting to propose subsgtantial increases in
spending on services and approaches to deal with it. .
‘Unfortunately, although there ars numercus anecdotal reports on
effective programs, none,of the rigorous gvaluations of service~ ..
based attempts to prevent teen pregnancy has shown demonstrated
suceess. (I HEAN 70 EXCLUDE FAMILY PLAHNING. DOES THIS MAKE THE
STATEMENT TRUE?)

We believe that large scale spending on unproven appreaches would
ke irresponsible. There are two alternative approaches to a nmore
modest approachs:

o A capped entitiement or block grant allogated to tha
states for demonstrations that the states design and
evaluated

¢ A strategic demonstration approach shaped at the
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national level.

We hellieve that, because of the paucity of knowledge, an approach
directed at the national Ieyez_will be more productive. saehwﬁ?:h“

\ "

sident leadjga national
lves the media,
urches and othégrs in a conghrted effort
to instill/ responsibility/and shape behaYior. WwWe alsé recommend
working with the Coyporafion on National/ and Communi Service to
ide variety of prevention~orignted programs employing
paid employsess-at the neighborhood and

community level.

Demonstrations. Early childbearing and other problem behaviors \\
are interrelated and strongly influenced by the general life~
experience associated with poverty. cChanging the circumstances in
which people live and consequently how they view themselves is
needed to affect the decisions youny people make in regard to
their lives. 7o maxinmipge effectivencss, 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 adolescent pregnancy, through
measures which include sex educaticon, abstinence education, life
gkills educaticon and coniraceptive services. These interventions
show great promise, but those efforts that combine education and
services show the most promiss,

Conprehengive 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 seeX 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.

Ty \\i

SUFPOﬁTIRG THWO-PRRENT FAMILIES -

The Reinventing Government section includes provisions to end the
current bias in the welfare system against twoeparent 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 & nonths,
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GLOSSARY

AFDC ~ Aid to Families with Dependent Children program:; The primary welfare 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 maiching funds to
enforce the support obligations of ahsent parents to their children and spouse or former spouse, o
focate absent parents, and to establish paternity and support orders, States must provide child support
eaforcement services to persons receiving AFDC, Medicaid, and Title IV-E foster care benefits,

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

CWEP « Community Work Experience Program: This is 2 JOBS program activity which States
can, hut are not required 10, make available to JOBS participants. CWEP provides experience and
training for individuals not otherwise able to obtain employment. The required pumber of CWEP
hours can be no greater than the AFDC bonefit divided by the bigher of Federal or State minimum

wage.

EITC — Earned Income Tax Credit program: A tax cradit that targets tax relief to working fow-
income taxpayers with children, to provids relief from the Social Security payroll tax (FICA) and to
inprove incentives (o work.

FSP = Food Stamyp Program: A national program designed primarily to increase the food
purchaging power of eligible low-income households © 2 point where they can buy a putritionally
adequate, Jow-cost diet, Eligible househalds receive food stamp benefits on a monthly basis in the
form of coupons that are accepred at most retail grocery stores.

JOBS ~ Job Opportunities and Basic Skills Training Program:  The work, education, and
training program for AFDC recipients,  In a greatly expanded form, this program would be the
central focus of the Administration’s reformed system,

JOBS-Prep: The program proposed for persons not yet able 1o work or enter JOBS. Persons in this
program, including mothers with very young children, will be expected 1 do something 1o contribute
to themselves and their community, While in JOBS-Prep, they would not be subject to the time limit,

JTPA « Job Training Partnership Act program: The goal of this Department of Labor block gram
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 a demonstration project designed to reduce infant montality by 50%
over 5 years in 15 U.S. communities with extremely high infant montality rates. Medical and social
service providers within the targeted communities work collaboratively to develop new and innovative
service delivery systems 1o meer the needs of pregnant women and infants,

2
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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 rol¢ is to guide and oversee
the direction of ¥TPA employment and training programs, PICs are responsible for providing policy
guidance in parmership with local goveraments.

Schoolto-Work Initistive: The pending School-to-Work Opportunities Act of 1993 would provide
States and local communities with seed money to develop and implement systems o help youth make
an effective transition from school to career-oriented work, The program would be designod and
administered jointly by the Departmens of Education and Labor, and would fund work-based
learning, school-based learning, and connecting activities.

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

cents,

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

UIFSA — Uniform Inierstate Family Support Adt: A model law which, if adopted, would make
State laws uniform and simplify the processing of child support actions which involve parents who
live in different States.

WIRB - Weorkforce Investment Board: A body to be created at the Federal level which would be
respounsible for serving as a "Board of Direcrors™ for workforce development programs in a fabor
marker. The Workforce Investment Board would provide policy oversight and strategic planning for
Department of Labor-funded and other training programs in an srea. The majority of the Workforce
Investment Board would be composed of employers, but the boards would aiso be required to have
Iabor, public sector and community represestation, The WIB is intended to subsume the Private
Industry Council at the local level (although a PIC that met the criteria coutd become the Workforce
Invegtment Board},

WORK: The Administration’s proposed publiciy-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 responsibility.

‘The current system pays cash when people lack adequaie means o provide for their families, We
propose a pew vision simed at helping people regain the means of supporting themsetves and at
holding people responsibie 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 patems~both parents—have responsibilities to support their children. It
gives people access o the trainiag they need, but also expects work in refurn. It limits cash
assistance to two years, and then requires work, preferably in the private sector, but i community
service jobs if necessary. Maost importantly, it requires changing the culture of welfare offices,
getting them out of the check-writing business and into the training and job-placement business.

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

MAJOR THEMES
Transitions! Assistance Followed by Work

. Full patticipation, Everyone who receives cash support is expectad to do something to help
themselves and their community. The requirement applies to those who are preparing
themselves for work, to those who are past the time limit, and t¢ those who are currently not
ready to work., Those who are unable to work due to disability or other reasons will be
expectad to do something for themselves or their community, but will not be subject to time
limits until they are ready (o engage in training, oducation or employment services,

. i educati ment_services BS progrs Ag spon as people
begm t‘mmng pnblzc asszstzme they will sig‘n a persena? responsibility contract and
develop an employability plan % move them into work as quickly as possible. Many
will get jobs quickly~in weeks or months--after assistance with job search and job
preparation, Qthers will spend time in education and training services as needed.,

The program will be closely coordinated with existing mainstreamn education and
training programs including JTPA, School-to-Work and vocational education,

* Time limits, Peopie 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 a Himited number
of cases,

k fo xhavst thei ti i R gram), Those people
who are stzii uz;a%:[e to ﬁnci wz}rk at the emi z;f two years wdi be required to work in a
private sector, community service or public sector job. Thess are intended to be real,
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work-for-wages jobs. The program will be designed to favor unsubsidized work and
to ensure that subsidized jobs are shori-termn and son-displacing,

Making Work Pay

Heaith cace reform. An essential part of moving people from welfare to work is ensuring that
working persons get health protection. The current system keeps people from leaving welfare
for fear of losing their heahh insurance.

he Earped eclit (EITC). The expanded EITC
makes xt pusszhie for low-wags werkers to suppc:t their families above poverty.
Efforts will be made to help families receive the EITC on a regular basis.

1 the ¢ e In addition to ensuring child care for participants in
ttze ttansntnonat asszmnce progrxm and for those who transition off welfare, child care
subsidies will be made available to low-income working families who have never been
on weifare but for whorm assistance Is essential to enable giem to remain in the
warkforce and off welfare,

Parental Responsibility

The child support enforcement system will be

stzengﬁwnad 1o ensure that awards are established in every tase, 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 noncostodial parents will be conducted,

mothers will receive specxai case managemenz services anc! wzﬁ be requn‘ed to live at
home and stay in school to roceive income support.  Access to family planning will be
ensured. A strategy for investing in and learning from programs w prevent bigh-risk
behavior and teen pregnancy will be pursued,

Yo rent families, We will prwzde better support for two-parent
famzim by elunmatmg or mciucing the current bias in the welfare system in which two-parent
families are subject t0 more stringent eligibility rules than single-parent famifies,

Reinventing Gevernment Assisiance:

aémmzszratwe and tﬁguiaxery ﬁmg:am mmuresof AFDC ami Facxi &amps vnli be rede-
signed 1o simplify and coordinate rules and to encourage work, family formation and asset
accumulation,

a stem. In addition to incentives for clients, incentives will be
dcslgmad t{z tmag aboul a syszamlc change in the cu!ture of welfare offices with an
emphasis on work and performance.
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ISSUES TO BE RESOLVED

This paper lays out the major unresolved issees that need to be addressed. It is organized arcund
each of the first three broad elements tisted above. In cach case, a deseription of the proposed policy
is provided and remaining issues discussed. (The details of the fourth element—Reinventing
Government Assistance—will be addressed ater in z separate paper. We antizipate that changes will
be cost neutral for that part of the propesal, 5o they will not affect cost estimates or financing needs.)

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

s The scale and phasedn of the reformed welfare system--Should we seek 1o bring in all
persons quickly, or should we initially target our resources 1o sub-groups, such as new
applicants or the youngest third of the caseload?

» The structure and requirements of the WORK prograis fur people who have exceeded
the time limlt-After 3 person hits the time limit, should we mandate States to provide a job
which pays an boudy wage, or should we allow States to continue paying a welfare check
while requiring work a5 % condition of receipt? How many bours of work should be
requirad? ‘What methods should we use to minimize long-term participation in this work
program?

. The level and focus of child care for the working poor~-What level of resources should we
devote to child care for the working poor? How should iimited resources be targeted?

» Financing~What measures should be used to finance the welfars reform package? How
should the burden be shared between States and the Federal government?

Financing is not discussed in this paper.

To provide a sense of the scale of a program and the cost of particular elaments, we have created a
hypothetical proposal. ‘The actual cost of the program will differ depending on what decisions are
made about the issues identified above. In the remainder of the document, we will refer to this
hypothetical baseline and indicate where different programmatic decisions would have led to 3 larger
or smaller program. The table which follows is provided only as a basis of discussion-not 43 an
indication that policy decisions have been made.,



TABLE 1. ~PRELIMINARY COST ESTIMATES {FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL
{By fiscal year, In milllons of dollars}

5-Yanr
1895 1886 18497 1090 1968 Total
PARENTAL RESPONSIBILITY
Minor Mothars o {45) {50} 50 {50) {105)
Comprahensive Damoensiration Granis 0 50 56 50 80 200
Two-Parent Provistons ] o ¢ 440 680 945 2,068
No Additdonat Benefits for Additional Children £38) {106} {110} {140 {1863 {535)
Ghiid Support Enforoment
Patemity Establishmant {Net) 5 20 {110} (163 &15) 5
Enforcemant (NeY (10) {20} (65} {80) 820 (4853
Compster Costs % 35 Bh o 160 465
Non-Custodial Parant Provisions ¢ 25 80 110 178 3%
Aceoss Grants snd Paranting Demonatrations ats 25 30 30 30 135
Child Support Assurance Dermonsaations 4] 0 00 200 250 550
BUBTOTAL, CSE 30 85 130 255 80 580
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep g 15 - 8 70 165
Agditional JOBS Bpending ¢} 20 750 B20 1,000 2,880
WORK Program 0 0 g 130 £ B2
Additionat Child Care for JOSSWORK 0 190 630 745 200 2468
Teangitiors? Chitd Oarg ) 7C 230 280 360 840
Enhancad Teen Case Managemont 4] 30 a0 105 110 335
Ecanomic Developrment @ 0 100 100 100 300
Savings ~ Caselosd Reduction 0 B 30 {60} {80 {1475
SUBTOTAL, JOBS/WORK 0 518 1,620 2280 3338 7,768
MAKING WORK PAY
Working Poor Child Care 0 500 1.000 1,500 2,000 5,000
Advance EITQ 0 9 0 0 0 L4
GRAND TOTAL 5) 1,008 3,280 4,575 6025 14,880

Note: Parentheses denote savings,

Source: HHS/ASPE stalf estimates. These extimatas have boen sharad with sta¥t within HMS and (348 but have not been
officially reviewsd by OME. The policies do not represant a consansus recoramarndation of the Working Group co-chalrs.

GEE APRENDIX FOR ENDNOTES TO TABLE
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BACKGROUND INFORMATION ON THE AFDC PROGRAM

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

AFDC Program under Curreat Law

The Aid 10 Famities with Dependent Children (AFDC) program was enacted s Title IV of the Social
Security Act of 1935, Its primary goal is to provide cash assistance to children in need of economic
suppost due 1o the death, continued absence or incapacity of the primary wage earner (typically the
child’s father). AFDC provided benefits to 2 monthly average of 4.8 million families {13.6 million
persons) ia fiscal year 1992, This includes 322,000 families in the AFDC-Unemployed Parents
{AFDC-UP) program. The total AFDC cassivad represents 3.0 percent of the total resident U.S.
population, Two-thirds (9.2 million) of AFDC recipients each month are children.

AFDC penefits totaled $22.2 billion in 1992. Total AFDC monthly benefits averaged $388 per
moath, per family, but bepefits 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 benefit per AFDC family has declined from
$644 in 1970 to $388 in 1992, a 40 percemt reduction, attributable mostly to inflation rather than
redisctions in nominal benefit levels. The Federal government’s share of total 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, Overall,
the Federal government pays roughly 55 percent of total AFDC benefit costs and 50 percent of
administrative coss.

The Family Support Act of 1988 created the Job Opportunities and Basic Skills (JOBS) program to
provide education, tratning, and employment-related services to AFDC recipients to promote self-
sufficiency. To the extent resources are avaifable, all non-exempt recipients are required to
participate in JOBS activities. 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 their
second trimester of pregnancy, and those who are caring for a young child, or caring for an ill or
incapacitated family member. Federal matching to States for JOBS program costs is avallable as a
capped entitiement limited to $1.1 billion in fiscal year 1994, The matching rates vary between 50
percent and 9G percent, depending on the type of vosts being reimbursed.

Most ARDC families are eligible for and participate in the food stamp program, which provides an
important in-kind supplament to cash assistance. While participation rates varied among States, 86.2
percent of AFDC households also recsived 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, ali AFDC familiex are eligible for Medicaid coverage, and under the
provisions of the Family Support Act, all families who leave AFDC due to increased eamings or
bours of work are eligible for one year of transitional Medicaid coverage.
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Welfare Dynamics and Characteristics

It is extremely common for women 1o leave the welfare rolls very soon 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 left increases to 70 percent. By
the end of five years, about 90 percent have left the welfare rolls. However, many of those who bave
left welfare cycle back on. Within the first year after Jeaving the welfare rolls, 45 percent retum;
almost two-thirds return by the end of three years. By the end of seven years, more than three-
guarters of those who have et the welfare system have returned at some point.  Almost baif of all
spells of welfare sad when 3 recipient becomes employed; other reasons for lzaving AFDUC include
marriage and children growing up. About 40 percent of women who ever use welfare are shori-term
users, about one-third are epigodic users and one-quarter are long-term users. Using data from 1968
through 1989, the average time spent on weifare was 6.2 years,

While the nomber of AFDC recipients remained relatively constant between 1975 and 1988, AFDC
caseloads rose sharply during the sarly 1990s. The monthly average of 13.6 million recipients in
1992 represented a 2.1 million increase since 1990. According to & recent Congressional Budget
Office study, the primary reasons for the sharp incresse in the AFDC ¢aseload between late 1989 and
1992 are the growth in the number of female-headed families, especially those headed by women who
never married, the recession and the weak econumy.

The vast majority of AFDC families are headed by 2 singie female. Among single female-headed
AFDC households, the proportion of AFDC mothers who have never been married has significantly
increased, although the proportion of divorced AFDC mothers still remzins 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 sre Asian, 1.3
percent are Native American, and 1.6 percent are of another ruce or ethnicity,

The average AFDC family is small. In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only one child, Only a small proportion of AFDC families — 10.1
percent — have four or more children. The average family size of an AFDC family has also become
smaller over time, from 4.0 in 1960 0 2.9 in 1992. Over two-thirds of AFDC recipients are
children. In 1991, almost one-half of AFDC children were under six years of age; 24.8 percent were
under age 3, and 21.4 percent were betwaen ages 3 and 3. One-third (32.6) of AFDC children were
aged & to 11, and 21.4 percent were age 12 or over,

Over half of AFDL mothers began their receipt of AFDC as teeniagers; however, AFDC cases with -
teenage mothers (i.e., 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 thsir twenties, a thivd (32.6 percent) were in their thirties, and
12.1 percent were in their forties,
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most critical and difficult goal of welfare reform i to reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opportunity, and
responsibility, The proposal calls for replacing the AFDC program with a transitional sssistance
program, to be followed by work, The new program includes four key elements; full participation,
education and training, time limits, and work.

KEY ELEMENTS

L ]

Full Participation. Everyone who wishes to receive cash support would be expected to do
something to help themselves and their community. Recipients would sign 4 personal
responsibility contract indicating exactly what was expectod of them and the government.
Most would go immediately imo the JOBS prégram. A lunited number of persons who are
not vet in a position to work or train (because of disability or the nead to care for an infant ot
disabied chitd) would be assigned to a JOBS-Prep program uatil they are ready for the time-
lmited JOBS program. Everyone has something to contribute, Everyone has a responsibility
to move toward work and independence.

Training, Education, and Placement {the JOBS programj}, 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 provides training, edugation, and job placement
services to AFDC recipients, The JOBS program would be revamped. Every aspect of the
new program would emphasize paid work. Recipients and agency workers will, as under
current law, design an employability plan. One option would be to require all persons
applying for assistance to engage in supervised job search from the date of application, For
those who nead it, the JOBS program will help recipients gain access to the edugation and
training services they need w find an sppropriate job. Recipients who willfully fail to comply
with their JOBS program employability plan will be sanctioned. The new effort will seek
close coordination with the JTPA program and other mainstream training programs and
educational resources, Central fo this welfare reform effort is recognition of the veed 0
support workers who have recently Ieft welfare to help them keep their jobs.

Fime Limils. Persons able to work would geaerally be limited to two years of cash
assistance. While two years would be the maximum period for the receipt of cash aid by
people able to work, the goal would be to place people in private sector jobs long before the
end of the two-year period. In g very limited number of cases, extensions of the time limit
would be granted for completion of an educational or training program or in pnusual
circurmstances., The time [imit would be a lifetime lmit, but persons who leave welfare could
potendally carn back time on assistance for time spemt off welfare,

Work {the WORK program}, The new effort would be designed to help as many people as
possible find employment befors reaching the two-year time limit. Those persons who are not
able 1o find employment within two years would be required to take z job in the WORK pro-
gram, WORK program jobs would include subsidized private sector jobs, 35 well as positions
with local not-for-profit organizations and public sector positions. The positions are intended
to be short-erm, last-resont jobs, designed neither to displace existing workers, nor 10 serve
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as substitutes for unsubsidized privats 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 addends on JOBS and WORK at
the end of this sextion,

Changing what happens in welfare offices will require significant changes In what is measured and
rewgrded. 'The Federal government will create strong financial incentives linked to long-term job
placement and will seek to minimize the number of people who reach the two-year limit. Ultimately
the best time-limited welfare systemn is one in which nobody bits the 1imit because everyone is
working before that point.

KEY QUESTIONS

Six key questions nesdd to be addressed in designing the program of transitiona! assistance followed by
work.,

* Foius and phase-ig. How quickly should the reforms be phased in and who should be
targeted initially?

» JOBS-Preo yules. Who should be assigned to the JOBS-Prep program because they are not
able to work or are aceded at home? How many persens should Sustes be allowed to place in
the JOBS-Prep program? :

. JOBS extensions. Who should be granted extensions of the two-year time Hmit? What limits,
if any, should be put on the number of extensions allowed?

. Should States be required to pmvzadzs jobs, paying

wagcs t{; thosem ﬁw WORI{ 3 Would States be allowed to use CWEP placements
for all or part of the WORK slots?

. Should persons working part-time while on

weifare be subjmtﬁ time inmzs*’ How y hours should WORK pmlc{panzs be required to
work? Should States be allowed or required to supplement WORK earnings in a work-for-
wages program?

f i 1de participation. What can be done to keep the duration of
‘WORK pamzxpatmn short azxi to move peep%e imo unsubsidized work? Should the EITC be

denied to WORK program participants? Should any particular WORK placement be limited

to 12 months? Should the total time people are aﬁowed to spend in the WORK program be
" Fimited?

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 10 undertake the extremely ambitious task of beginning the program full-scale in 1997, Most

il
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States will need at least 2 years to pass implementing legislation and get the program up and rupning,
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 1o expand 1o almost 2.7 million participants in 1997, By the year 2000, sbout
1.0 million WORK slots might be needed for psrsons who had reached the two-year time Hmit.

%t is very unlikely that States could implement the new program so rapidly. Even if resources were
plentiful, proceeding so swiftly to full-scale implementation would almost guaraniee snormous
administrative difficulties at the State level, Facing the aeed to serve millions of new JOBS clients
and to 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 critical
that States, as part of the welfare reform effort, be abie to focus or building such a JOBS program.

Phasing in the program gradually, starting with a subset of reciplents, clearly seems a preferable
approach, There are a number of different strategies for a more gradual phase-in. One strategy, as
in the House Republican bill, applies new rules, including time limits, to applicants (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 50t of
expectations. Such & method, however, ralses serious equity concerns. A 25-year old mother who
had children before age 20 and had been on welfare continuously since that point would face no time
limit for several 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 to time limits. Applying the
time Limits w re-applicanss also creates very perverse incentives o siay on welfre, Most of the
persons who leave welfare do return at some gtage, and consegquently many recipients who would
.otherwise leave might be inclined to stay on welfare 10 avoid the time limit,

An glternate 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 bave to grapple with the difficulties
accompanying the massive expansion of services deseribed eaclier in this paper.

An attractive alternative to these strategies is to focus on young parents, for example, those under 25,
It is the younger generation of actual and potential welfarg recipients that are the spurce of greatest
concern. They are also the group for which there is probably the greatest hope of making a profound
difference. Younger recipients are likely to bave the Jongest stays on welfare, in part because they
are at the beginning of their spells. Under this approach, we would devote epergy and new resources
10 end welfare for the next generation, rather than spreading efforts so thin that Hittde real help is
provided to anyone,

One methoad of focusing on younger recipients would be to place all persons born in 1973 or later
{under 25 in 1997} into the transitional support system, All persons of the same age and
circumstances would then face the same cules, regardless of when they entered the systemn. This plan
implies a gradual phase-in of more and more of the welfare caseload, since the fraction of those on
assistance who were born in 1973 or later would rise with sach year. As of 1997, the new rules
would apply to everyone under age 25. Ten years later, everyone under age 35 would be in this new
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transitional support structure. For this age cohort and all younger cohorts following, the welfare
system would be transformed. Note that such 2 plan would not contemplate any reduction in existing
education and training services for older recipionts, They would still be eligible for JOBS services.
Bur 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 implementing the program for
the vounger generation and can accelerate it to phase in older recipients.

The number of persons servad under such a strategy is shown on the table oa the next 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 is the WORK program until 1998, when persons
would begin 10 reach the two-year limit. Note that most people who entered the welfare system
would not reach the Himit two years later. Many persons would, as is the case now, lsave welfare
within 2 short period of time and consequently would not be affected by the time limit. Others would
eycle on and off welfare and so would accumlate 24 months of receipt over four or five years ot
more. Estimates indicate that as 8 result of the implementation of the new program and other reforms
{health reform, child care for the working poor) more peaple will choose 10 work while on welfare
and others who would not have left without these changes will leave altogether.

The projected costs of focusing on this target group are shown on in the istroduction. Clearly,
phasing in a larger group would increase these costs, while targeting a smaller group would decrease
them. A decision to focus on young people initially in no way precludes adding all or part of the
older cohorts to the program at a later time. For example, States could have the option o phase in
the program more quickly.

The JOBS-Prep Program

Any policy where work is required and time-limits imposed must take account of differences in
peopie’s ability fo work. People who are permanently disabled and thus unable to work for at Jeast
one year should in theory be covered umier the Supplemental Security Income (SSI) Program. But
some disabilities and most ilinesses, even severe ones, last less than a year. Many other people suffer
from partial disabilities that limit their ability to work. Somstimes a parent is needad in the home to
care for 2 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 often highly stressful envirooments,

One solution would be simply to exempt persons facing such obstacles to employment from
participation requirements, as is the case under current law. Having large numbers of exemptions,
however, may serve as an obstacle w.changing the culture of welfare offices. Moreover, deferrals -
are not necessarily beneficial fo those who receive them. Advocates for persons with disabilities often
complain that current programs send both explicit and subtle messages that persons with disabilities
cannot and should not work, and thus cannot really contribute to themselves or their communities,
Still, for many persons, immediate work or training may not be appropriate.

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

FY 1997

FY 1999

FY 2004

Projected Adult Cases With Parent
Born After 1972 Without Reform

1.26 million

1.67 million

286 miltion

Off welfare with Reform
{Health reform after 1999, BITC,
Child Csre, JOBS, WORK, ¢c.)

.03 miltion

07 million

50 osdlion

Program Participants

1.17 million

1.60 million

2.4 mitBon

Working While on Welfars

.14 million

.20 million

30 million

JOBS Participants

.74 million

.89 million

" $7 miltion

63 million

.30 mitlion

L6 million
.13 million
.03 million

43 million

13 million
20 mittion
4 million

A6 million

WORK Pasticipants
Pre-JOBS — disability/age lmits work
Pre-JOBS —severely disabled child

06 miflion

24 million

Pre~-IOBSwcaring for ¢hild under ons

Notes:

Numbers assume modest behavioral sffects that increase over time. These behavioral effects include
a 50 percent increase in the percent of recipients workiog part-time, employment and training impacts
similar to San Diego’s SWIM program and a2 modest increase in the percent of recipients who leave
welfare for work when they hit the time limit, Figures for 2004 are subject to considerable error,
since it s difficult to make caseload projections or to determine the impact of WORK reguirements on
behavior, Figures for FY 2004 also assume behavioral effects from the full implementation of health
reform.

The hypothetical proposal assumes the policy will be impiemented in all States by Federal iaw by
Ocwber 1996. In addition, the estimates assume that for 40 percent of the caseload, States will
impiement the policy by October 1993, This follows the pattern of State implementation under the
Family Support Act.
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Omne very intriguing formulation has been proposed by the Ametican Public Welfare Association.
They suggest a "JOBS preparation phase” for persons not yet able to work or enter an education or
training program. Al persons in this phase would be expected to do something to contribute to
themseives and their community, but they would not be subject to the time limit until they were ready
1o enter the JOBS program. We have drawn heavily on this formulation in designing the new JOBS-
Prep program, which would provide services intended to prepare persens for entry into the JOBS
program.

Naming the program JOBS-Prep establishes the expeciation that eventually many, if not most, people
in this category will be abis to join the regular JOBS program. But who should be placed in JOBS-
Prep status? Virtually everyone seems 1o agres that persons of advanced age (over 60), those with
severe disabilities or those who are caring for a severely disabled child should be assigned to the
JOBS-Prep program, But the question of how far along the continuum of disability the line should be
drawn is a difficult one,

A somewhat different set of problems is posed by the mothers of very young children, . Should ail
mothers with children be expected 10 work, provided seither 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 0 do s0. Eight States currently choose this stricter option. Five other States
require mothers of children over 2 to participate.

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

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

Option C: Option B, plus cases with a child under 1 in the household or with 2 woman in the final
trimester of pregnancy.  Mothers of children conceived 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 QOption B, plus cases with child under 3 years in the household or woman in the final
trimester of pregnancy. Mothers of children conceived while the mother is on welfare would be
assigned to JOBS-Prep for a period of time consistent with the Family Leave Act,

88 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
permitted to elect Option C {as noted above, only eight have done so). Option €, which would
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raduce the number of exemptions by nearly half fmm‘ current law, is the strategy used for the cost
estimates in the hypothetical proposal.

It is easy 1 determine the age of youngest child, but difficult to define disability, illness or the need
1o care for a relative for purposes of assignment to JOBS-Prep as opposed 10 JOBS. Rather than set
up elaborate Federal yules for defining ability to work and then auditing performance, the Working
Group may want o recommend that the Federal government set a maximum percentage of the
caseload which can be placed in JOBS-Pre;; for reasons other than the ape of the youngest child, and
provide guidance as to the other crusrm for assignment 10 the JOBS-Prep program. The hypothetical
plan estimates assume that States can place all mothers of children under age 1 and, in addition, vp to
15 percent of the total adult caseload in JOBS-Prep

JOBS Extensions

A related, but conceptually distinct question is that of extensions. Notall persons will be able 1o
complete the pesded education or zm:zmg programs within two years. For example, some individoals
with learning disabilities may not be abi¢ to obiain a high schoo! degree or & GED within 2 two-year
period. Other persons may be enmiied in post-secondary edugation, such as 4 four-year college
degree program, which requires more than two years to complete. Some programs, including school-
to-work programs, involve both & penod 1o finish high school and an additional year or more of
postgraduate training.

There seems to be little disagreement that persons who are making satisfactory progress toward
attaining a high school degree or compietmg a GED, school-to-work or similar program should be
granted extensions to attain their degrees or complete their programs. Extension policy should also
be sensitive to the particular zzrczzmtances of recipients. Persons with language difficulties may
need, for example, to 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 @ receive full welfare benefits while be
or she goes on to complete a four-year college degree.  Those who favor such a proposal emphasize
that assisting people to oblain a bzcheim $ degree is the best way t¢ ensure that they do pot return to
welfare. Pushing peeple into low-wag;e positions which do pot bring the family up to the poventy line
or offer upward mohility may be caunter»»pmductwe

Those who oppose extensions to allow individuals to complete & four-year college dagree note that
only one-guarter of all high smz greduates obtain a bachelor's degree, and that among welfare
recipients the fraction & much lower They question whether it is fair 10 use welfare benefits to help
support persons who are geiting four~ym degrees when the vast majority of persons paying for that
support will never get such a ziegrce There is also 8 concern that single parents who receive cash
assistance would actually have gtamt access to economic support for higher education than persons
who did not become single parezzzs A partial resofution to this dilemma may emerge if part-time
work fulfills the work obligation. flﬁ thase circunstances, persons working part time and attending
school part time would continue to be eligible for some supplemental cash support in most States.
Another gption would be to Jet States apply for waivers 1o allow extensions for college.
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As with the issue of assignments to JOBS-Prep, the Warking Group may want {0 recommend that the
number of extensions be capped at 2 fixed percentage of the caseload. The current proposal aliows
States to grant extensions to ;mrsams for attaining a high school diploma or GED or for completing a
schoolto-work or other appmpmw education or training program, as well as to persons facing a
language basrier or other serious obstacle to empic;ymmt States could slz0 ept to use extensions for
persons in post-secondary educatios, especially persons in work-study programs.

We believe that sefting the cap a1 10 percent of the JOBS program caseload will provide States a
sufficient number of extensions, hamng unusual circumstances. A Staie could apply @ the Secretary
of HHS for additional extensions as an amendment to the State plan if i could demonstrate that its
caseload is very different from that in the nation as & whole or if it had developed an alternative
program which is structured in such s way that additional extensions are requirad.

Work-for-Wages Versus Work-{or-Wellare

Unquestionably the hardest part of designing a time-limited welfare system is structuring the work
program for persons who have reacimci the time limit, The welfare reform effort will focus on
making work pay, collecting child support, and creating a first-rate education, tralning and placement
program in order to keep the :ms:zber of persons reaching the time limit © a minimum. 1o addition,
all persons approaching the m;zm limit will be requirad to engage in » period of intensive job
search. Despite these efforts, same persons will hit the time Hmit without finding a job on their own,
and work opportunitiss gust be provided for them.

The first and most visible choice in the WORK program involves wark-for-wages versus work-for-
welfare., Under 3 work- for«ﬂuw;f‘g*f;'::i plan, the State or locality Is required © offer 8 work opportunity to
persons who have reached the time limit. Hours and wages are set by the State or locality. Persons
receive a paycheck for hours worke& If the person does not work, he or she does not get paid. In
principle, persons are wage e:arners rather than recipiens. In a work-for-welfare plan, the person
continues to receive a welfare check but is required 10 work at a designated community service job as
a2 condition of eligibility for cash beneﬁ:s Persons who fail 10 report for work or who perform
poorly can hav¢ their welfare bweﬁ:s reduced, s0 long a5 the State can establish that there was no
good cause for their absence or poor performance. In effect, under a work-for-welfare plan, WORK
program participants remain recipients, but they have additional obligations.

There seaws to be considerable agreement 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. Pcrsons would receive wages rather than a welfare check,

The major question to be resaived is whether States should be permitied to opt for 8 work-for-welfare
model if they choose to do so. If tha decision is made to allow States to elect a work-for-welfare
model, the Administration’s plan could have provisions 16 encourage States, through financial
incentives and technical assistance] to séapz a work-for-wages model,

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

recipient protection. A work-for-wages program of this magnitude for this population has not been
implemented previcusly,
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Under a work-for-wages structure, communities would have to establish a system for linking WORK
participants with the private sector, as well as with the not-for-profit and public sectors, They would
nead to determine how and by wbat method t pay organizations who employ WORK participants, In
addition, they would need 10 s¢2 zzp procedures for monitoring WORK program participation and
resolving disputes. There are alsa difficalt questions involving worker protection. What happens if o
WORK participant, or his or ber lchlizz is sick? What happezzs if the adult sisoply fails to show up for
work repeatedly? What if the worker feels the work place is dangerous or gbusive? We have limited
real experience to draw on in sddressing these concerns,

While a work-for-wages model has not been tested on this scale, work-for-welfare has been iried in
various forms by many States. The payment structure is easy—participants get a welfare check.
Dispute resolution is handled wit}zuz the same sanctioning and appeal structure used for sther disputes
mncemmg cash benefits. States s::zz have to find work sites, but protection for workers isless of a
problem, singe the benefit mntmvl.m 10 be paid unless the State decides to begin 2 sanctioning process.

Before the State can reduce the benefit it must establish that the person failed to meet Bis or her work
obligations without good cause. Sac!; a test would never be met if a child were sick or transportation
broke down. Though few paople like the existing work-for-welfare programs (usually cailed
Comzzmzy Work Experience Progmm CWEP), and evidence regarding their impact on employment
and earnings is not encouraging, work-for-weifare 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 chooss
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 mitxaﬁy foruses
OR younger recipients, As d:scussed below, States would be given enormous flexibility in deciding
how 10 implement a work-for-wages model. Moreover, under the phase-in strategy reoommended
sbove, the number of work sloik weuld grow gradually, due to the targeting of young parents, giving
States the time they nead to de:sagn and implement new systems. The scale, rather than the structure,
of the WORK program may be the primary concern for States.

Work-for-welfare sends adve:rsc messages to reeipxems prospective employers, and the public,

CWEP slots are not generally pw:cwed as “real jobs.® CWEP participants in arguably 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 frae. There is tittle 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 UWEP experience as serious work experience. No regular job pays its employees
regardiess 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 lkely to be,
Work for-wages progratns by wmrasz can target private sector employers. Perhaps most importantly,
without the mspezzszbz}zues of reguiar work and the paycheck tied to performance, there will be far
Tess diguity in WORK. |
Advocates for a work-for-wages ';x;!icy note that such a4 mode! would distinguish the Administration's
pian 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 5 plan which calfs for people ¥ work off their welfare check after
twiy years.

The Working Group may want to recommend 2 very flexible work-for-wages program, with
considerable State and local dzscmlon in the operation of the program. Many of the details would be
quite consciously left to States :md tocal communities, who know their own needs and circumstances,

inciuding labor market condltmtxs: best,
Pari-time versus Full-tinie Werllc Expectations

The transitional support program w;i! focus heavily on work. Persons would not be able to colfect
weifare benefits méaf‘mxtely wuhoa: wrlung But the guestion remains: should someone who bhas
reached the time Jimit and 35 wori;mg i & low-wage job, cither a 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?

One option s w allow families i in which ane member is working part-time (20 hours pc: week in an
unsubsidized job) to continue to wiim cash assistance. Under this strategy, months in which an
individua! was working parz-nme ‘would not count agamsz the time limi¢, and persons who had
reached the time limit and were ip WORK positions or in unsubsidized jobs could collect cash
benefits if otherwise eligible. A%sa parttime work would meet the JOBS participation requirement.

This approach has several advanta_ge& Part-time work may be the most reasonable standard for single
parents, especially those with ycnufng children. All working parents face significant burdens in dealing
with school schedules, child care, sick children, doctor visits and the fike. Though the vast raajority
of married mothers work, only about 173 work full-time all year, and they have help from their
spouse. Given that at present zmzy 8§ percent of adalt AFDC mzpiezzzs presently work ot all in &
given monh, getting people to weri' part-time may be seen as a major accomplishment, Moreover,
part-thne work may serve as a steppizzg stone to both full-time work and to better-paying jobs.
Employers typically have a szwng preference for work experience in unsubsidized jobs.

In addition, if wagss from WORK assignments could not be supplemented with cash bepefits, the
higher-benefit States would have La either make their WORK assignmients full-time or leave people in
WORK assignments worse off than those who were not working and on assistance (1.¢., those who
had not reached the time limig). It could be both expensnra and counterproductive to take people who
have reached the time limit and are working part-time out of their unsubsidized work 1o place them in
full-time subsidized WORK siots. ! :

The current cost estimales zs.sume that g}armme work stops the time-limit clock, and consequently
more peopie choose 1o work part- umc in unsubsidized employment than are doing 5o pow. If pant-
time work does not stop the clock, the number of WORK positions needed might well be higher,
because persons who would w&r&ipm—t:me while on assistance might give up their unsubsidized work
to obtain education and training w]it?sia the two-year wiadow,

Finally, some argue that since ﬁ;li-time work would always be much more financially rewarding than

part-time work, persons 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 sscond option is to end cash assistance ent:reiy at the end of two years and require participation in
the WORK program, even for tha working poor who might still qualify in scme States. People in
WORK siots or unsubsidized parbt:me work would not be eligible for supplementary benefits, Rt
wouid encourage people to Im:am seif-suffivient, with the help of the EITC, child care and health
care—rather than continuing to rely on welfare indefinitely. Jt would seem more equitable to single
parents who are working fzzii«xime to support their children without the benefit of welfare. It might
also be less castly in the long ma than the first option.

A third alternative would be to Stop the time-limit clock during part-time work only if the parent had
a young child, on the grounds tzzat these are the parents most likely to encounter difficulties working
full-time as well as those for whom child care is likely to be the most expensive.

Finally, a fourth alternative could be tw leave the decision to the States, whether 10 stop the clock for
persons working part time,

he WO

Related to the treatment of part-time work is the key question of how to set the mumber of hours
expested of pamc;pmzs in the W{}RX program. Asn ohvipus strategy 15 to caloulate the required
hours of work in the program by div;ﬁmg the cash welfare benefit by the minimum wage. But this
simple formula raises issues which vary depending on each state’s level of benefits,

It low-benefit states, dividing cash benefits by the minimum wage yislds 3 very low level of required
work. In Mississippi, for example # mother with two children would be required to work just 10
hours per week — hardly a substantial work sxperience. One solution (consistent only with the work-
for-wages model) is simply to set z minimum number of hours. In some states, this would mean that
WORK partizipants would have more incame than peaple receiving cash assistance only. Asother
solution {consistent only with the work-for-welfare model) is to include in the formula the value of
food stamps in addition to cash bez;et‘xts Some would argue that it i3 enfair o vequire people to work
off non-cash benefits, and this concern is intensified by the fact that this would occur in some states
but not in others,

[,

By contrast, in high-bensfit state: a different se¢ of issues arises. In tbm states dividing cash bmeﬁm
by the minimum wage yzaids 2 very high level of required work — more than 35 hours per week,

The greater the number of hours af work, the greater the associated child care ¢osts, and the greater
the difficulty of developing WORK a&slgnmaaz:s Moreover, in some states if no supplemental cash
benefits were provided, people eamzzzg minimum wage in WORK positions would actually be worse
off than people receiving cash assistance only, :

Because the issues in setting the namber of hours vary depending on gach state’s lgvel of benefits, the
Working Group may want o recommmﬂ giving States flexibility to determing work hours within &
reasonable range -~ say, 1510 35 hours per week. States would also have flexibility to degide
whether io provide supplemental cash benefits tc WORK participants. They could use whatever
Formulas or criteria they choose, ;zwvided that they ensure that (1) WORK pamctpm receive at jeast
minimum wage, and (Z) WORK participants are better off than people receiving cash assistance only.
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Discouraging Extended W(}RX ?arﬁapatmn

WORK program jobs are not intended to serve as 2 substitute for or displace private secior
placements. Rather, they are d&slgned 10 provide temporary, last-resort work for persons who have
reached the time limit without & q.dmg a private sector job. 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 & place people imto unsubsidized work.

There are various ways in which a WORK program can be designed in order to discourage o prevent
extended ;zmzmpatzon These wc!ude the following provisions: limiting the duration of each
individual WORK assignment, requiring frequent job search, denying the EITC 1 WORK program
participants and placing limits onithe total length of time people are allowed to spend in WORK
assignments,

?here is lutie éiszgreement ﬂzaz zzzdmdual WORK placemems mxghz o be hmiwé in durat:on m
perhaps 12 months, This limit is. éwgmd to prevent participants from becoming attached to
particular subsidized jobs, Of wursf;, there would be strong encotragement 1o and incentives for
employers 1o hire WORK pamc:panfs as unsubsidized employees before or at the end of the 12
months. Befors and after each WORK assignment, job search would be required.

: ' REK.or L1 ants. Perhaps the best way to ensure that people da not
eschew grivme scctat 3{32}3 for WORX p&smans i tc make certain that any private sector position
pays better than a WORK job. ‘l‘h(mgiz there are various mechanisms for sccomplishing this, one of
the easiest is to deny the EITC for money #arned in the subsidized WORK assignments.  Since
WORK slots are already suiaszézzed 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 3 WORK participant differently from other earnings.

Some argue that if persons are belfng expected ta work in real jobs they ought to receive the same
benefits as other workers. They behevc that Kmits on the duration of WORK assignments, frequent
job search and the possibility of ;:wmotmn will lead people to move toward private wark without the .
need for special "penalties” for W{}KX workers.

{Others argue that without such a r#quiremmt, the WORK program will not truly be a last resort for
thase unable o find unsubsidized jobs.

Both JOBS and WORK program participants

wouid be wc;mred to acm;zt any oﬁ‘er t:zf an unsubsnéaw(i iob, provided the iob met certain health and

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

person might be permanently deniet access 1o 3 WORK assignment. Some argue that such provisions
are unnecessary, hard to administer and potentially unfair, especially if the EITC is denied to WORK

wOrkers.

ng ihs ram. Another way to limit WORK
pm;c:pauon woutd be o nme %imiz WORK just as wel fare is time-limited. Those who favor Hmiting
the total length of time in WORK assignments to two or three years argue that other persons are not
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guaranteed paid work if they cannot find it on their own. Theoretically, persoans could stay in the
WORK program for many years,|and such extended WORK panticipation is seen by some as creating
a work entitlement that may become as unpopular as weifare is aow,

A second argument involves the best use of resources. WORK slots require resources for job
creation and child care, If peopie have been in the WORK program for two years and in the JOBS
program for two years prior to that, resources, including WORK positions, might be better focused
on other recipients.

"The biggest problem with fimiting the durstion of WORK participation is deciding what o do when
individuals hit such a WORK time limit. Ope strategy would be to have individual evaluations for
those who reach the WORK time limit to decide whether they should be reumed to JOBS-Prep, have
their welfare henefits reduced if they are job ready, or be classified as permanently deferred. Such a
strategy would ensure that WORK slots were preserved for those first reaching the time limit, One
need pot require States to Hmit WORK assignments; one might anly provide the flexibility to do se.
Other welfare reform proposals ailo'.v States to terminate or reduce public assistance after 3 years in
CWEP,

Oppanents argue ibat there is no justification for limiting pmicipation in the WORK program,
especially f WORK participants are denied the EITC. If all the provisions listed above for limiting
the length of WORK limiting pwvzsiom were adopted, anyone still eligible for 8 WORK assignment
after, say, 2 or 3 years would ha% successtully met all WORK requirements in several diffecent
placements, been through 3 or 4 in:enszve searches for unsubsidized employment, not refused any
private sector job offer and would be secking 3 WORK assignment even though any private sector job
opportunity would pay 40 percent more and probably offer a better future,

Opponents of WORK time limits argue that such people would most likely be individuals who
genuingly could not find any prwate sector employment either because they lived in & weak labor
market, or because they conld not, d&sp:t& their best efforts, successfully compete for avaitable jobs.
Denying them the opportunity to pmzcxpate in the WORK program would very likely cause their
incomes to fall sharply, ;xstentxaliy putting the famn!y at serious rigk of homelessness or other orises.
Vinuaily none of these families would have had incomes above the poverty line while they were in
the WORK program. Uniess we are willing to provide cash benefits without a work expectation for
people who are no Jonger eligible far the WORK program, we would be placed in the position of
denying support © persons who had demonstrated a willingness 0 work, Finally, there is the
question of what would happen to peopie who had exhausted both their JOBS support and WORK
support, succeeded in finding w{srk but lost that work when the economy changed or for ather
reasons, What would be the temporary safety net for such families?

Time-limiting participation in the WORK program would not have any effect on cost estimates in the
five-year cost estirnation window ased for the budget. Since it will likely take States two years o
begin implementing the program, cvezz a strict two«year timit on JOBS followed by a strict two-year
fimit on WORK would not affect :my(me for six years. Since most people do not stay on welfare
continuously for four years, in most cases it would not bave any effect for seven or eight years.
Eventually, bowever, such limits tm WORK could have a significant impact. Unfortunately, we have
ro information on the extent fo wﬁzcﬁ 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 extended spells in WORK became 3 problem.
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Individual Economic Development

As part of the welfare reform effczz we will be exploring a range of strategies, above and beyond
education ai job training, o halg: recipients achieve self-sufficiency. Microenterprise development
and incentives for saving will be among the complementary approaches to be examined. The
hypothetical welfare reform plan includes two individual sconomic development demonstration
programs, one testing the effect of Individual Development Accounts on savings and another
attempting to encourage persons on assistance to start m:cwmmpmes {smali businesses). Raising
the asset Jimit for eligibility for cash benefits to $10,000 for savings accounts designated for specific
purposes such as purchase of 2 first home is also under consideration.

An individual Development ﬁcwunt (IDA) 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 dollars could only be withdrawn for s limited
number of purposes, including paymg for education or training, starting a business or purchasing a
home. The IDA demenstratior will anempt, through a randomized evaluation, to determine the effect
of such savings incentives on both asset accumulation and mavement toward self-sufficiency.

The hypothetical reform plan also includes a demonstration program to promote self-employment
among welfare recipients by providing access to both microloan funds and to technical assistance in
the areas of obtaining loans and stam::g buginesses. The demonstration, which will, as above, be a
random assignment study, will explore the extent to which self-employment can serve as a route ©
seif-sufficiency for recipients 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 centerpiece of the new transitional assistance program,
JOBS will be a two-year job search education, training and job placement program designed to help
welfare recipients secure emp?eymwt and achieve self-sufficiency. While individuals are in JOBS,
they will be eligible for cash assistance, Following is the recommended expanded program design,

Administration. As under current Iaw, State welfare sgencies will administer the cash sssistance and
expanded JOBS program under bruad Federal puidelines. States will have to submit a JOBS plan,
which has been developad and noetdinamd with relfevant employment, training, and educational
programs in the State, to the Secretary of HHS for approval.

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

Activities. New entrants will be assessed and then enter into an agreement with the agency
administering the JOBS program that stresses the mutual responsibilities of recipient and agency under
a time-Jimited assistance pwgram The focus will be on the activities and services tha the individual
geeds in order to achieve self-sufficiency. States will have the option to require persons applying for
2ssistance to engage in job search‘ from the date of application,

State JOBS services and acuv;m will be largely those provided under current law, including
education, t:ammg, CWEP and other work activities, job development and job placement. A key
aspect of the plan is to increass coordination and integration of JOBS with mainstream education and
training prograrms and initiatives. Current limitations on the duration of job search within the JOBS
program will be relaxed 10 promote employment.

Recipients who are within 45-00 days of reaching their two-year time limit will be required to engage
in job search &t that point,

standards. The ne&g transitional assistance program will be phased-in gradually over
several yea:s At full uuplementa{wn minimom State JOBS participation rates will be significantly
higher than the gurrent rate. '{‘ha 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 plis Food Stamps.

Earn-back provisions. Recipients who leave JOBS and transitional assistance for regular unsubsidized
employinent before reaching the ma-yw fimnit but subseguently lose their jobs will be able to return
to the transitional assistance ;tragram Persors who have left welfare can earn back potential months
of assistance for time in which they were out of the welfare system.

J0BS-Prep.  Reciptents who are not able to work or to participate in a JOBS education or training
program will be assigned to JOBS-Prep and expected to do something (o contribute o themssives and
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their community. Individuals in ithe JOBS-Prep program would include persons of advanced age,
those who have severe éisabiiitms and mothers of very young, very ill or severely disabled children.
Persons assigned to the JOBsﬂPrep program would not be subject to a time limit unless and until they
entered the FOBS 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 limit for
completion of education or training programs and in other appropriate circumstances. It is proposed
that States be Allowed to extend a maximum of 10 percent of their caseload at any one time, Under
special circumstances, States could be permitted to excead the cap on estensious,
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ADDENDUM: WORK-FOR-WAGES PROGRAM DESIGN

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

Administeation. States would be required to develop a WORK plan for joint approval by the
Secretaries of HHS and Labor. States would be required to bave a WORK advisory panel with
memhership from Iabor, businessiand community organizations. To be resolved: membership and
finks to Private Industry Councils (PICs) and Workforce Investment Boards (WiBs). The advisory
panef would have to approve the WORK plan.

Funding. For sach WORK ;}iammem States would receive & ﬂm amount for administrative costs ang
would be reimbursed for wages pard (hours times wage) according to a specified set of matching
rules. Federal matching rates wid significantly decline the fonger the person stayed in the WORK
program as a forther incentive for States to move people into unsubsidized work. Additional monies
or & higher match might be available 1o States in times of recession.

Placements. Placements in privam sector establishments would be srtto:zgiy preferred. States would
be free to negotiate contracts wa;h private companies, placement services, community organizations,
Sute and local government agencies, and other organizations (o aceept 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 emplover.

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 Start
centers, housing rehabilitation projects, Empowsrment Zongs, and many others.

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

* Risplacement. Languageto he\developad, with National Service non-dispiacement language serving
as the base.

* Hougs. Hours would be set by the State—a minimum of 15 hours and 5 maximum of 35 hours,
States would be free to use whatever criteria they choose in deciding upon hours $o long as each hour -
of work was paid, !
States could choose to offer azzythmg from part-time fo full-time work. If the WORK job paid fess
than the family would have rmzved in cash benefits (before reaching the time limit) the State would
be m;u:red to pay 2 supplement {sae below). Reguiring full-time work would bs considerably more
expensive, more than doubling the cost of the WORK program and complicating the job creation
problem considerably, ?xrtmiariy for mothers with young children, full-time work may not be
deemed appropriate or practical by the local community.
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rking condis o158 WG?%K assignments would have 1o pay at Jeast the
hxgher of the Fedara! and any szzze ot iecal migimum wage, but States and localities sould choose to
set a higher wage rate in specific cas&s An argument can be made that on the grounds of equity,
total compensation (including any subsidized child care and other benefits) paid o individuals in
WORK assignments would have w be similar 1o the compensation paid to other workers in the same
job Qaking experieace and skills mw eccount). Sick rules and shsentse policy would be the same as
that of similar workers in the aszabhshmcai States would set or negotiate such rules in cases in
which 3 new arganlzatmn or mtabhshmwt was being formed to employ WORK participants.
Workers compensation coverage mié be provided, either through the employer or by another
method, FICA taxes would be pald with, again, the exact mechanism (0 be developed. Unemploy-
ment insurance payments, however, would not be required.

If expected WORK program earnings net of work expenses were Jess than

wOuicE havz been recewad bya mn-wmhng family on cash assistance, the State would be required to
pay the difference as a suppicmenzai benefit. Note that such a suppiezmzai benefit would never be
higher than the supplement that would be paid under transitional assistance for someone with the same
carnings in a private sector job.

y 0 O . DY e . - N t henefits FOFPKIW{}{
d&mnmg ehg:b:iazy and bmeﬁts for mke: govammem ;zwgrams, the foiiowxﬁg rules would apply:

* For purposes of calcu!azmg ford stamp, housing and other benefiiz, wages pald under the
WORK program would beit:cateé as earnings, Benefits would be calculated on a 3-month
prospective basis under the assumptwa that the person were going t0 work the full sumber of
hours assigned. No i mcreases in food stamps or supplemental bepefits would occur if the
person did not work the requ:wd hours, provided be or she did oot have good cause (e.g., 3
serjous ilinessy for the missed work,

'3 - % ¥ E3
. Earnings received under the WORK program would not be eligible for the EITC and would
not be included in adjusted]gmss income for tax purposes. This provision is designed to
ensure that private umt;si?xzed work would aiways be significantly more attractive than
WORK. L

WORK siots are des;gned w© he mm;)crazy ava:iabﬁe aniy when peopia real!y cammt fi&% ;ztwate
sector work, Each individual p!acemem would be limited to no more than 12 months as a subsidized
placement and would have 10 be preceded and followed by a period of intensive job search. If the
employer agreed to take the pemczz an a3 an unsubsidized worker, the individual would be considered
out of the WORK program.

- 2 i i gr. WORK program participants would be
mqsuwd to acczwp{ any ;zzzsuhstdimi 302} offer or be denied 2 WORK job for several months., After
twa refusals, the person might be permanently denied access to a WORK assignment.

i gn records. States would be required to maintain records on the
rm at whmh WORK mrkers are ram:wd 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 employe.zs ancd ;)!acemm services with the best performance, At a future date, the
Secretary of HHS may impose z't%zemwa or piacement standards,

R eIt j ep. Persons whe became temporarily il or faced 2 major new impediment to
woric muid seek to be z&«evaiuawd and placed in the JOBS-Prep program until such time a5 the State
deemed them ready to work, Persons in this status would count agamsi the limit on JOBS-Prep
placements.

* Insufficient WORK slots. In cases where there are insufficient WORK slots, first preference would
£0 t0 people just reaching the zzm timit, States would be required to pay ongoing cash benefits to
persons who were pot placed in W{}RK sssignments, amd States would be reibursed for such
benefits at 2 significantly reduced match, The reduwd match might be waived in periods of high

tocal unemployment.
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MAI?NG WORK PAY/CHILD CARE

BUILDING BLOCKS: EITC AND HEALTH CARE REFORM

A crucial component of weifare reform based on work and responsibility is making work pay.
Although mcy are not discussed izz this paper, working family tax credits and health reform are two of
the three major components of mzhng work pay. Last summer’s $21 billion expansion of the Earned
Income Tax Credit (ETTC) was a major step toward making it possible for low-wage workers 0
support themselves and their fam:lm sbove poverty, When fully implemented, it will have the effect
of making a $4.25 per hour job ;zzy nearly $6.00 per hour for & parent with two or more childeen,
The welfare reform proposal will include provisidns 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 bealth insurance coverage. Many recipients
are trapped on welfare by their mabdity to find or keep jobs with health benefits that provide the
security they nesd. And too often, poor, non-working families on welfare have better health coverage
than poor, working families, The President’s bealth care reform plan will provide universal access 1o
health care, ensuring that no one will have o fear losing health coverage and choose welfare instead
of work to ensure that their children have health insurance. Both the EITC expansion and health care
reform will help support workers g5 they lsave welfare to maintain their independence and seff-
sufficiency,

The key missing component for making work pay is subsidized ¢hild care. In order for families,
gspecially single-parent families, tn be able t¢ work and prepare themselves for work, they seed care
for their children. In addition to ensuring child care for participants in the transitional assistancs
program and for those who transition off weifare, child care subsidies wili be made available to low-
income working families who have pever been on welfare,

There are two major issues as we;think about child care in the context of weifare reform:
i How much subsidized child care ahould be made available, and for whom?
' What investments and/or reqmramzs should be put in place to improve the guality of

child care and the coordination of chitd 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 to consider;
* Familizs in JOBS, working part-time, or in WORK

. Farailies in a rassition period, having just worked their way off assistance or the
WORK program
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« . Families working without having ever been on welfars or working beyond 2 trangition
period.

All three categories have iegz:zmate claims on child care subsidies. Families who are required to
participate in JOBS are c:u:rrsmiyi guaranteed child care, and rightly so. People who are working but
still on welfase have their child care subsidized through disregards in their AFDC and food stamp
benefits, and sometirmes through subszdm We propose to continue current guarantees of child care
subsidies for these categories of reclplems ?wple in the WORK program are like welfare recipients
in that they are working as a wmfzuen of receiving continued support, they are working at the
minimum wage, and they are noz recelving the EITC. The proposal would guarantes axair child care,
just as it is guarantead for JOBS and AFDC participants.

Usnder current law, people who move off welfare and are working are guarantesd subsidized child
care for a year in order to eass ﬁw transition. We propose to contisue that guaraniee for participants
in the transitional assistance program who move into private sector work,

It is hard 1o argue, however, thatlow-income working famities who are not on svzifare or are
trangitioning off welfare are less :zeedmg or deserving of child care subsidies than people who sre on
welfare. It seems guite inequitable to provide child care subsidies to one family and to deny them to
another whose circumstances are identical except for the fact that the first family is or has been on
welfare,

The crucial issue to be decided tséﬁié size and shape of 2 child care subsidy program for the working
poor. This program should almost certainty be designed as a capped entitlerent. There are three
basic options, which teﬁw different overall levels of resources and different targeting strategies.

Capped Entitiement: Full-Service Leve!

If we genuinely want to make svorlk pay, toc make work more attractive than welfare, and to maintain
equity between those who have aad have not been on welfare, it is important that child care subsidies
be available for the working prmr independent of their prior welfare status. The ideal approach, if
resourses were no constraint, would be to guarantee a child care subsidy to all working poor families
who need it, with a reasozzabie ceiling on cost per child. The o8t of such 8 full-service entitiement is
estimated to be berween §2 and SZ’E billion per year of net new Faderal and State spending.

This estimate is very unceriain. Emase it is based on current usage, it does not refiect potential
changes in work behavior and chtld care choices that might result if new subsidies were available,
The estimate may, therefore, z:aéatesnmazt actual costs. On the other hand, experience to date
Suggests that sctual child care z;sage is often much lower than planmers 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 warking poor, however, it seems unwise at this point to
establish an uncapped entitiement which could potentially become quite expensive.

The logical alternative is a capped entitlement set at a level that reflects available rescurces. Capping
the entitlement guarantses that spending will not exceed the specified limit.
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We suggest 2 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-year cost of $5.0 billion. This Is Jgss than our
estimates for full service, and therefore, requires some meihod of allocation.

Allocating a Capped Eniiiimzwt‘ State Discretion

The most obvious way of stmcmrmg ] capped entitiement to child care for the working poor, whether
at the full-service level or at a lower fsvel, is to allot available funds 16 the States and allow them to
use the funds for services (o famﬂles as they see fit. This approach should work very well if te
funds are set at the full-service cht At a lower funding level, however, a problem arises because
the funds may not meet actual ziemaad and critesia for determining whzdx families to serve are
difficult to set. Child carse subatdws tend, therefore, to be distributed inequitably, often on the basis
of a first-come, first-served strategy that cannot address retative need.

l
Allocating » Capped Entitlement: Targeled

An afternative would be a zaz‘gztod capped entitlement. Because it would be capped, spendmg levels
would be controlied. But if it we:e targeted to & 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. 'I‘ha guestion, therefore, is whether there is a sub-group that could be
targeted that makes sense programmatically and that could be served with a reasonable resonrce
atlocation,

One possibility is 10 target young families, along the same Yines and fOi‘ the same reasons that we are
targeting young AFDC applicants nnd recipients for phasing in the transitional assistance program.
This strategy his many attractive features. It can be justified on the same grounds that we justify the
focus in the transitional pmgramminvmmg in young families. It also addresses the problem of equity
between welfare and non-welfare rec:pﬁmzs Everyone born afier 1972 would receive services in the
JOBS and WORK programs and ch:ld care subsidies if they are working, whether or not they are of
have been on welfare. The d:sadvamga of this kind of targeting, obviously, is that it denies services
1 okder mothers simply on the basis of their birth date. Focusing child care subsidies op young
mothers may send a wrong message about the desirability of deferring parenthood.

The estimated additional costs of child care subsidies for young families are about $750 million per
year, (ur suggested funding lavel ww%é therefore, be sufficient to serve all young families and a
portion of older families.

QUALITY AND COORDINATION ISSUES

The issue of guality versus quantity in child care has a long and contentious history. At one extreme
are those who argus that child :a:e%subsndm 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 a way that expensive cars is not only eligible for subsidy ut is
encouraged. At the other extreme are those who argue that child care subsidies should be available
for any kind of care that the parent can find, with 2 strong preference for inexpensive and informal
care,
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Head Start

Fortunately, some agreements and accommodations in the Head Start program bave been emerging
that cun guide an approach to cblld care. Nearly everyone agress that Head Start, with its high
quality comprehensive approach zo child developmant, should be the preferred service for as many
three- and four-year-olds as posszbic with supplemestal child care as peeded, This Administration’s
comsnitment to expanding Head Start, and to developing more full-day and full-year Head Start slots,
will ensure that as many as 1,000,000 low-iacome children in 1999 will be served by Head Starnt.

Parental Choice and State Oversight

Recent child care legislation has been based on the consensus that for other ¢hild care arrangements,
parents should have nearly n;zizm:ﬁed ¢hoice, canstrained onty by State reguiaz:om and by minimum
bealth and safety standards. The gma! principle is that providers who receive subsidies should meet
State licensing or registration standards and that parents should be informed about thelr child care
cholces. Providers that are zxmpt 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 ca:e} would be required to register with the State and o meet State.
defind requirements for the prevtmzzon and control of infectious diseases, building and physical
premise safety and minimum he.alth and safety training of providers,

Investments in Quality and Sz)pyiy

A third point of general agreement is that some funds ought to be available for investments ia child
care quality and supply. We pmpose setting aside a portion of child care funds for the following:
resource and referral programs; grants or foans 10 assist in meeting State and local standards;
monitoring of compliance with Iicensing and regulstory requirements; iraining and technical assistance
o providers; and enhancements to cosmpensation for providers. We also propose to ensure that
training and technical assistance are availsble to enable welfare recipients, including JOBS and
WORK participantz, t0 become Haad 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,

s

Rates

In gemral States pay subsidies for child care equal to actual cos, up 10 some maximum. This
maximum should be set in 3 way xha: reflects reasonable costs of care. It should also be the same
across child care programs and payment mechanisms to reflect current market conditions and be
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 cizi}d care programs and funding streamns should be designed in ways
that are ¢asy to administer and ap;:w *seamless” to parents. This can be achieved both through
program cousclidation, when possible, and through coordination of rules, procedures and sutomated
systems. Because of fiscal and potlt;c.az difficulties full consolidation is very difficult to achieve;
nonetheless, full coordination caghz 0 be an imporant goal,
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PROMOTING PARENTAL RESPONSIBILITY
AND PREVENTING TEEN PREGNAN CY

The best way to end welfare dependency is to eliminate the need for weifare in the first place. High
rates of female-headed fazm!y formation and the startlingly high poverty rates of those families lie
behind our large and growing wq!fare roils. We are approasching the pomt when one out of every
three babies in America will be born to an unwed mother, and the majority of these will receive
welfare at some point. Births 10 schmi-age unwed mothers are an especially 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 has led some commentators 15 advocate
la:galy punitive solutions. The most extreme of these would cut off welfare for unwed mothers, a

“curg” that might well have éisasms effects on the children of these mothers, increase the need for
spending on foster care and orphianages, and potentially increase the number of abortions.

We beligve that the best prevcmzcn strategy is one that focuses on parental responsibility and provides
opporiunities for exercising it, supplemented by increased family planning efforts and demonstrations
of service programs aimed at preventing teen pregnancy, We believe that very clear and consistent
messages about parenthood, and the ensuing responsibilities which will be enforced, hold the best
chance of encouraging young people to think about the consequences of their actions and defer
parenthood. A boy who sees his hzet?:wr required to pay 17 percent of his income in child support for
18 years may think twice ahout bwommg a father. A girl who knows that youug motherhood will
not relieve her of obligations to live at home and go to school may prefer other choices,

The current welfare system sends ;very different messages, often letting fathers off the book and
expecting little from mothers, We hope and expect that a reformed system that strongly reinforees
the responsibilities of both parents will help prevent too-early parenthood,

Along with responsibility, though,! we must support opportunity. Telling young people tc be
responsible will not be effective uu! ess we also provide them the means to exercise responsibility and
the hope thal :siaymg by the rules wxi! lead w0 a better life, Both our ¢hild support proposals and our
transitional agsistance proposals are designed to offer opportunity to work and prepare for work, and
are built nn the experience of effecnve programs. However, the knowledge base for developing
effective programs that prevemt zm-early parenthood is much less solid.  Our steategy, therefore,
emphasizes trying many approaches ahd learning about which are most effective,
Our spproach has five components:

. Child support enforcement

. Responnibitities of school-age parems

. Responsible family planning
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. Learning from comprehensive prevention approaches
e Supporting two-parent fa;ni!im.
CHILD SUPPORT MRCW

A strengthened approach to ch;id support enforcement 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.
The child support enforcement reform proposal has three major elements;

* Establish awards in every case

» Ensure fair award levels

s Collect awards that are amd%.
Establish Awards in Every Case

Our goal is to establish paternity ifor alf out-of-wedlock births. This would be accomplished by
offering States performance-based incentives for all paternities established, whether or 80i 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 1o stress that baving a child is a two-
parent respongibility.

The proposal streamiines the [egal process for establishing paternity, enabling States to establish
patersity much more quickly. This would be accomplished by requiring "up front™ cooperation (prior
to receipt of welfare benefits), by|establishing clear responsibility for the IV-D agency to make the
cooperation and sanction deimmatwa, and by simplifying the process by which paternity is
established,

The responsibility for pa:cmlty establishment would be clearly delineated. Mothers would be
required 10 cooperate in esmhllshmg paternity as a condition of receipt of welfare. This strict
cooperation requirement would require the mother to provide both the name of the father and
information sufficient to verify zhe identity of the person named. {(Good cause exceptions would be
granted oaly under narrow c:rcumstazzoes } In turn, the States would have a clear responsibility to
establish paternity when the mether has fully cooperated. We propose that the States be heid fully
responsible for the cost of bcneﬁ:s paid to mothers who have cooperated fully but for whom paternity
has not been established within a strictly defined time frame.

While the proposal is very tough and strict in its approach to paternity establishment, it does not
punish mothers who ¢ooperate fuiiy Applicants must meet the new stricter cooperation requirement
prior to the receipt of bengfits, but when the mother has fully cooperated and provided complete
information, the burden shifts 1o the State to establish paternity. In contrast, some have proposed that
the mather must have paternity e:t::izﬁshed prior to receipt of benefits. The mother who has dope
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 geumg pmemrty mbixshad She could be denied benefits for a long time
through no fault of her own,

Ensure Fair Awnrg Levels

The proposal would establish 2 National Guidelines Commission to study and report to Congress on
the adequacy of award levels, the variability of award levels and the desirability of sational
guidelines,

The proposal would also require universal, periodic updating of awards so that all awards would
¢closely reflect the current ability of the noncastodial parent to pay support. States must establish
simplified administrative procedures to update thé awards.

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

Collect Awards that are Owed

The proposal seeks to develop 2 child support system for the 21st century. All States must maintain 2
central registry and centralized cciiectzon and disbursement capability. States must be able to monitor
support payments and take appmpriam enforcement actions immediately when support payments are
missed. Certain routing enforcemaz remedies would be imposed administratively at the State level,
thus taking advantage of wmputers and automation t¢: handie these measures using mass case-
processing techniques, A higher Federal mateh rate would be provided to implament new
technalogies.

To iroprove collections in interstate cases, a Federal Cbild Suppont Enforcement Clearinghouse would
be created to track parents across Swzs lines, This would include & National Directory of New Hires
g0 that wage withholding could he institated in appropriate cases from the first paycheck, The
adoption of the Uniform Interstate Famﬁy Support Act (UIFSA) and other measures would make
procedures in interstate cases mere routine. In addition, the IRS role in full colfections and tax
refund offsets would be suengﬁxened and access 16 IRS income and asset information would be
expanded. ;
States also would be provided with the wols they need, such as the authority o revoke licenses and
access other data bases, so that the child support enfammeat system is able {0 crack down on those
noncustodial parents who otherwise find ways to avoid payment of their support obligations. For
instance, frequent and routine ma!.c;hes would be made against appropriate data bases to find location,
aszst, and incoms information on those who try to hide in order to escape payment,

The Federal funding and incentive structure would be changed in order to provide the necessary

resources for States to run good programs and performance-based incentives would be utilized t0
reward States for good performance,
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Issue: Child Support Enforcement and Assurance (CSEA)

For children to achieve real ecowmtc security and to avoid the nead for welfare, they ultinately need
support from both parents. The ;;mpcsa}s described above are designed to coliect as much money
from absent parents as possible, | But what happens when little or no money is collected from the
noncustodial parent either because the child suppeort enforcement system is ineffective, or because the
absent parent is unable to wmr;baw much due to low earnings? In those circumstances, a child
support enforcement and assnrance system would guarantes that the custodial parent gets some
assurad level of child support, even when collections from the noncustodial parent fall below that
level. Thus, single parents wah a child support award in place could count on some level of child
support which, since the benefit is not income-tested, {hey could then use to supplement their
earnings, Numerous State and nazzonai reform commissions (including the National Commission on
Children) have called for demonstrations of this concept.

Proponents argue that child support enforcement and assurance would significantiy ease the difficult
task of moving peopls from welfare to work, If single parents can count on some child support,
usuaily from the noncustodial parent but from the assurad child support payment if the noocustodial
parent fails to pay, then they m]bulld # relizble combination of their own earnings plus child
support. This approach would offer single parenis real ecopomic security, CSEA is not unlike
unemployment insurange for intact families. When an sbsent parent becomes unemployed or cannot
pay chitd support, the child still has some protection. And since CSEA is not income-tested, there
are no reporting requirements, zzo welfare offices, no benefit offsets and no welfare stigma.
Propoaents also suggest that CSEA benefits be subtracted dollar for dollar from welfare paymeuts,
especially in high-benefit States, g’l'hus, & 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
censiderabiy Essentially, all of :he net new costs of 2 USEA protection program would go for
supporting custodial parents who m off wedfare and working. Proponents also argue that if CSEA
protection iz provided only to peopie who have a child support award in place, women will have
much more incentive (0 ceoparaze in the identification and location of the noncustadial father, since
they can count on receiving i:wzzeﬁts Finally, proponents argus that the program would focus more
atenition on the importance of noncustodial parents providing economic support 10 their children.
States might also experiment wlthftymg the assured payment to work or to participation in a training
program by the poncustociial parest, and with other incentives to encourage noncustodial parents
pay child support. ;

Opponents worry that CSEA would diiute the pressure to actually collect child support and would
increase incentives to form single-parent families, If mothers can count on the money regardiess of
whether the State actually collects the amount owed, less effort may be put into coliections. States
may choose not 1o try o increase miiecuons especially if the Federal government is paying for
CSEA. There is also a danger that CSEA would be seen as welfare by another name, since i a
source of support for single pmnts Some opponents also argue that there would be fewer incentives
for absent parents to pay child support since their children are assured of some leve! of SUppost even
if they fail o pay.
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Issue: Enhancing Responsibility and Oppertunity for Noncustodial Parents

Under the present system, the neads, concerns and responsibilities of noncustodial parents are often
ignored. The system needs to0 fc;ws more attention on this population and send the message that
*{athers matter™, We ought to ezu:aurage noncustodial parents to remain involved in their children's
lHives—not drive them further away The well-being of chitdren who live 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 mothers and fathers should be parallel. Whatever is expscied
of the mother should be expected of the father, and whatever education and fraining opportuaities are
provided {0 custodial parems, szzxz;ia: opportunities should be available 1o noncustodial parents who
pay their ¢hild support and remain involved in the fives 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 to be learned about noncustodial parents, partly because we have focused relatively linde
attention on this population in the past, and we know less about what types of programs would work,
We propose the following approaches:

nporiusitis _. ] sixiizl parents, A portion of JOBS and WORK program
fzmdmg wcuié be rescrved far trammg, wri: readmess educational remediation and mandatory work
programs for noncustodial parents of AFDC recipient children who cannot pay child support due to
unempleymmt underemployment or other employability problems. In addition, States may have an
option for mandatory work programs for noncustodial parents.  States would bave considerable
flexibility to design their own pwgmms

; 8% A0 E: l erams. We proposs grams to States for programs which reinfores
the éaszrzbzizzy for ciziidren © izave wzxtmaeii access to and visitation by both pavents. These
programs include mediation (both voinnwy and mandatory), counseling, education, development of
parenting plans, visitation enfmcemem including monitoring, supervision and neutral drop-off and
pick-up, and development of guxdclmcs for visitation and alternative custody arratigements,

We alsq propose demonstration gra[ms to 5tates and/or community-based organizations 1o develop and
implemen noncustodial-parent (fat?zm} components in conjanclion with existing programs for high-
risk famifies {¢.3. Head Suart, }ieazz%zy Start, family preservation, teen pregnancy and preveation).
These would promote responsible pzwzztmg, including the importance of paternity establishment and
economic security for children and the development of parenting skills,

RESPONSIBILITIES OF SCHOOL-&GE PARENTS

The program of transitional ass;stance followsd by work that was outlined eaclier in this document
focuses on the resgensxbﬁnm of cuswéta} parents, especiaily young parents, to work and prepare for
work as a sondition of recelving bz::zefizx All young parents seekmg government assistance would be
expected to prepare for and go wﬁrk Like the child support provisions, the obligations inbereat in
the program send & clear message about the consequences of parenthood, ensuring that welfare receipt
does not releass either parent from their responsibilities to work and support their children.
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Minor mothers, those under age 18, have special needs and deserve special consideration. Theyare s
relatively small part of the casesiead at any point in time, but a disproportionate contributor o long-
term dependency, We have fouir proposals that affect minor and school-age parents:

*

mmm&m&g We propose requiring that minor parents live in a household
with a responsible adult,f preferably 2 parent {with certain exceptions, such as when the minor
parent is married or if thers is a danger of abuse o the minor parent). Current AFDC rules
permit minor mothers 1o|be “adult caretskers” of their own children. We believe that having
a child doss not change the fact that minor mothers need nurturing and Supervision
themselves, and they muld be considered childres—not as heads of household, Under current
law, States do have the aption 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 afl States.

We propose to allow States to utilize older welfare

mﬁﬁxers to mentor %«mk seh:wI-sg& parents as part of their community service sssignment.
This model cauld be es;m;aiiy effective in reaching younger recipients because of the
credibility, relevance and personal experience of older welfare recipients who were once teen
mothers themselves. Tra_mmg and support would be offered (o the most promising candidates
for mentoring. |

Sing 8 age garents. We would eusure that every schoel-age parent or pregrant
teenager who is on or appiws for welfare ¢arolls in the JOBS program, continues their
education, and is put on a track to self-suffiviency. Every school-age parent {male or female,
case head or not) would be reguired to pasticipate in JOBS from the moment the pregmancy or
paternity is established, &11 JOBS rules pertaining to personal responsibility contracts,
employability plans, and pmiczpatma would apply to teen parents, We propose i require
case management and special services, including family planning counseling, for these teens.

' 3t : entives, We propose to gwez States the option 1o use monetary
mceazzves cnmbined thh sanc:ms as inducements to remain in school or GED clags. They
may also use incentives and sanctions 1o encourage participation in appropriate parenting
activities,

ENCOURAGEMENTS FOR RESPONSIBLE FAMILY PLANNING

~

Responsible parenting requires access to information and services designad to discourage early sexuval -
behavior and prevent pregnancy, We propose the foliowing:

: ien Agaiy D firegnancy, We propose that the Admuinistration iead a
nanauai mpasgn agamst wen prcgnancy, invclvmg the media, community orgamzatmas,
churthes and others in a cencemd effort to change perceptions. The campaigs would set
national prevention goals and chalienge the States to come up with sc¢hool or community based
plans to meet those goals,
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43¢ ' _serviges throl ifle X, Responsible family planning
m;we.s 1hat famﬁy ;simnmg services ba avaﬂabis f{};" those who need them. A raquest for
increased funding for ’Tzz}e X was included in the FY 1995 budget submission.

Issue; Family Caps

The issue is whether States should be allowed or tequired to limit benefit increases when additional
children are conceived by parems already on AFDC, if the State ensures that parents have access to
family planning services. &{}a«weifare working families do not receive a pay raise when they bave an
additional child, even though the'tax deduction and the EITC may increase. However, families on
welfare receive additional support because their AFDC benefits increase aytomatically to inchude the
needs of an additional child.

Proponents of family caps argue that they would reinforce parental respoasibility by keeping AFDC
{but nat food stamps) benefits constant when 2 ehild is conceived while the parent is on welfare. The
message of responsibility would be further strengthened by permitting the family to earn more or
receive more in child support without penalty as a substitute for the automatic AFDC benefit increase
under current law.

Opponents of family caps argue thzt there is no evidence that they deter births, and that they deny
benefits o needy children, Oppouemg also argue that the value of the benefit increase is similar to
the value of the tax deductions and EITC increase for a working family that has an additional child.
{The wax deduction and EITC increase for the sscond child is worth $1,241 at the $20,000 income
level; the tax deduction is worth $686 at $60,000. AFDC benefits increase $684 per year for the
second child in the median State; including foad stamps increases benefits by $1,584.)

LEARNING FROM PREVENTION APPROACHES THAT PROMOTE RESPONSIBILITY

Solely changing the welfare system is insufficient as a prevention strategy. For the most part, the
disturbing social trends that lead it; welfare dependency are not caused by the welfare system but
reflect 2 farger shift in societal mores and values, Teen pregnancy appears to be part of a more
general pattern of high-risk hehavaier among youth.

The Administration is developing severai initiatives that aim to improve the opportunities available to
young people and to provide alternatives to high-risk behavior. The School-to-Work initiative, for
exarple, would provide opportszmim for young people to combine school with work experience and
on-the-job training, a5 3 way of easmg the ransition into the workplace. The Adminisiration’s crime -
bill focuses additional resources on crime prmmmn espae;aziy on youth in disadvantaged
neighborhoods. Initiatives like tizm are aimad at raising aspirations among young people who might
otherwise become parents (00 early.

In addition, we sught 10 direct some attention specifically to preventing teen pregnancy. The basic
issue in designing a prevention appmach is to balance the magnitude of the problem with the paucity
of proven approaches for dealing witir . We need 3 stratepic approach that develops and funds some
substantial demonstration programs, and evaluates them for their potential to be more broadly
effective,
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Pemonstrations. Early chitdbearmg and eihar problem behaviors are interretated and strongly
influenced by the general 2zfe-experlence associated with poverty, Changing the circumstances in
which people live, and coasaqnmzly how they view themselves, is needed to affect the decisions
young people make in regard to their lives. To maximize effectiveness, interventions should address
8 wide spectrum of areas mcludmg, among others, esonomic opportunity, safety, health and
education. Particular emphasis must be placed on the prevention of adolescent pregnancy, through
measures which include sex adaaatlon abstinence education, Hife skills education and contraceptive
services. Comprehénsive mmzmzm:y based interventions show great promise, espacially those efforis
that include education.

We propose aompmhenszvc demonstration grants that would try different approaches to changing the
environmest in which youth live and carefully evaluate their effects. These grants would be of
sufficient size or *critical mass® w significantly improve the day-to-day experiences, decisions and .
behaviors of youth. They would seei: to change neighborhoods as well as directly support youth and
famities and would particufarly focus on adolescent pregnancy prevention. While models exist for
this type of comprehensive effort,| few have been rigorously evaluated, We propose a systematic
strategy to learn from variations in different types of approaches. All demonstrations would include a
strong evaluation companent,

SUPPORTING TW{O-PARENT FAMILIES

Ideas under consideration for Reinventing Government Assistance include provisions to end or reduce
the current hias In the welfare system against two-parsnt families by: 1} eliminating the more
striagent rules for two-parent families that exist in current law; and 2) requiring States to provide
benefits to two-parent families wnunuousiy, instexd of limiting provision of such benefits t0 6
months, Allowing two-parent fazmi ies to receive the same benefits that single parents receive should
encourage families to stay togmbe:, remove disineeatives for parents to marry and send g strong
message about the value of both parents.,
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APPENDIX: ENDNOTES TO TABLE 1

Two-Parent Estimates

i,

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 ;}ammpatmn hased on estimates from the MATH model employed by
Mathematica Policy Reazam&z Inc.

|
Child Support Enforcement Estimates

i’

The costs for the poncustedial parent provisions are 10 percent of the JOBS and WORK
PrOgeam costs, C

Caseload Numbers and JOBS apd WORK Estimates

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

1,

Adult recipients {including teen custodial parents) bora after 1972 are sublect to the time limit
beginning in October 1996 (FY 19973, The cost estimates assume about one third of the
States, representing 40 perc&a{ of the caseload, will implement the policy a year earlier than-
required. This follows the patiern of State implementation under the Family Support Act.
JOBS spending on other portions of the caseload would continue as per current Jaw.

Non-parental caretaker m%atives are not subject to the new rules and are not phased-in.

Parents who have a ¢hild ledcr one (or under 3 months, if conceived after the initial welfare
receipt), are caring for 8 severely disabled child, report 2 work limitation or who are &3 years
of age and older are defemxi from pm:czpaaen in the JOBS and WORK programs. As of
FY 1999, sbout 25 percent of the phased-in caseload is deferved.

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
mflation using the projected CPI).

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

The cost of developing and maintaining 3 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 pm;ected CPl). Approximately 25,000 and 139,000 WORK siois 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 Chitdren and Families

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

Teen Case Management and JORS-Prep Cost Estimates

1.

The case management oosl.t estimate presumes that at full implementation, enhanced case
management services weuld be provided 1o all teen parents under the age of 19 and receiving
sssistance, The perc@mage of teen parents receiving wmgrehenswe CASE management 5ervices
{s predicted o rise from 70 peccent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent in FY 2004.

The cust per teen figure for enbanced case management is drawn from Teen Parent
Demonstration dats, ’i’ha‘e is no data available on the current level of case management
expenditures in the JOBS program. Consequently, the estimate employs, as a proxy fora
JOBS case management oost per participant number, a figure calculated using data from the
welfare-to-work demonstrations of the 1980s (San Diego | and Baltimore Options),

The additional cost of comprehensive case management for teens is the difference between the
cost of providing enhanced case management to 1een parents under 19 and the cost of
delivering standard case managmm 1o the same population. The difference is roughly §560
per participant per year, m 1993 doflars.

The FORS-Prep cost estz:m:e presumes that JOBS-Prep services will be provided to 20 percent
of those in the }OBS~I’wp program.  As States currently serve only 16 percent of the non-
exempt caseload in the JOBS program, it is plausible t0 suppose that States will not serve a
szgmﬁcant] y higher percantage of persons in the JOBS-Prep program. We do not know what
services States will przmde during the JOBS-Prep program {candidates include parenting skills
classes, life skills trauzzztg 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 Jevel of case management would be required
for & small percentage of persons in this program,

The cast per JOBS-Prep pmtc;;sant figure represents a leve! of case managemest more
intensive than that in the cummi 1088 program but ot a8 intensive as the leve! provided in
the Teen Parent I}emnstration The number is arvived at by multiplying the Teen Parent
Demornstration case management fi igure by 75,
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i.

CONEIRENTIAL DRAFT-For Discussion Only

These astimates 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 aéémenal 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 famil les participating in JOBS and
WORK will use paid child care.

We assume that 'I‘ransztmnai Child Care eligibles will have average utilization rates of 40
percent. -

Our working poor wimaté represents a phase-in of a capped entitlement to cover childzen
whose families are below 130 percent of poverty but do not receive AFRC. By 1999, we
will approach full zmpimemataon with 52 billion in net funding. We assume that there are
approximately 8 million acn-AFI}C children below 130 percent of poventy, 40 percent of
whom will patentially need child care hecause of their parents’ work status, and that 40
percetit of these families w;i ase paid child care,

No Additionsl Benelits for Adﬂ:timlal Children

i

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

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

first) born while the arzoth&r was receiving AFDC. It is also assumed that States would have
lide success identifying children born on AFDC during previous spells of welfare receipt.
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‘ The draft produced by the Welfare
a level of creativity seldom seen in 4
certainly a valuable |plece of work. T
could be improved. Toward this end, I
that the Working Group might want to
the present draft and that might be in
draft.

One over-riding
legislation enacted is reversikle. Th
that the program ultimately put into p
experience quick success. Otherwise,
support for the reform effort may dwin
reversed (or worse).| Accordingly, the
itself with demonstrating success
participation or reduced case lcad) in
period.

My comments are presented in term
ease of exposition. However, these th
others, since it is seldom appropriate
welfare reform in isolation.

Theme 1: What is the Entitlement?

Should current levels of payments
entitlement, the reduction of which sh
with the strongest of reasons, or shou

discussion of Welfare Reform one in wh
structure of the entitlement is under

o The varled levels of support acre
we are allowing\to persist--sugge
committed to any particular ;evel

(e.qgl.

HEALTH AND HUMAN SERVICES
SECRETARY FOR PLANNING AND
HUMAN SERVICES

orm Proposal

Reform Task Force exhibits
group project. It is

he draft proposal, however,
have a number of comments
dregs in discussions of
corporated in a future

concern is that any walfare reform

erefore, it is important
lace be likely to

during the phase-in peried,

dle and the legislation be
proposal should concern

, increased labor force
the initial implementation

EmOf gix major themes for
es are c¢learly related to
to view any one part of

be viewad as an

buld only be undertaken
1d we view the whole

ich the entire nature and
review?

g different states--which
ts that we are ncot
of a "safety net."
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o Does any individual who has capabillity of working {at an
ungkilled job) have an obligation (to do 8¢, if there is an
avallable 3Job?

The Working Group gensrally steerdd clear of the isgsus of
the nature of the "entitlement.’ taking the State level of
benefits as a given. |Gilven the current pelitical congtraints, I
goncur with that Judgment, though I woyld like to see a movement
towards establishking more national norma. whether this should be
done, and if so, how it could he done nost effectively, requires
more digcussion. ;

At several peoints, an implicit argument for why certain
policies should he yuraued geeme Lo have boen that we gannot make
rociplents on wﬁlfara worse off than they are now. But that is
precipely the quastioa at hand: 4o reciplents have an
"entitlement” to current levels of banuiita?

henefits ag a racigieﬁ 8 time on the welfare rolls increases

T0 implement any phaxeﬁ incentlvai that would reduce
ress this issuse.

{diecugsed haolow), we would have to ad
Theme 2: 'The Role of Individual faceantives

I wigh to emphasize the importance of incorporating strong
incentives within the program:

© Legal rights may iimit the ability to "force” individuals
off walfare on a discretionary bagis.

¢ Even with best of intentionsg, States may find it difficuilx
to change the direction of agenci 8 adminigtering programa.
we ghould be wary of having excesgive confidence in existing
and proposed administrative structures for accemplishing our
objectives. !

In general, the Working Group bellaved that individual
recipients needed to have appropriate jincentives to enter the
paid labor force asc scon as posgible. This requires that the
benefits an individu&i raceives while hot working alwasye are less
than the total amount of compengation plus benafits received
while working., and the difference must be large snough to
compensate for the effort of working.

Assessing these incentives requirkes integraving all
asslstance programs, including foed stamps and housing. Under
current programs, in some states, the net return to working at a
full time dob can ba as low as a dollar or twe an hour. The
congaguancs is that]ﬁhe incentive for Mork iz less than might
otherwise geem to he the case.
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Though full integration would clearly be desirable, partial
integration, with welfare payments adjusted to reflect other
?enafits could go & long way te addresging the basic incentive

ssues

We may want to consider alternative ways to providing the
rocquisite incentives:

(a) Some argue that it would be administratively simpler to
raduce some antitlement other than BITC for WORK
participants, and to keep the entitlements provided
through the income tax system |intact (since the tax
system hag lese direct contact with WORK participants
than the walfare gystem):

(k) Overall benefit levels could Be reduced the longer a 41
racipient ig|in the welfare program, encouraging ?‘
Individuals to enter the paid labor force;

{¢) Finally, for those with the longsst steays on the walfare
rolla, benefit levels te the parent could be effectively
reduced thrcugh provision of more in-kind bensfits
targeted to children.

Bven when reclipients are regquired to accept any full time
private sector job offered, there ave instances whare the
incentive to enter the paid labor foree would be dulled by the
eperation of the draft proposal. For example, under the draft
proposal, part-time work may stop the running of the 2-year time
clock on training and wolfare banefits! In this case, a
rea&pi&nt with a part-time job may indefinitely receive benefits.
Alterpatively, if part-time work does not change the possible set
of benefits avallable in a positive manner, it may be rejected as
less satisfactory than simply making use of the training proposed
to be avallable. A camg:amiaa splution that retains the
appropriate incent ives i to ratably slow down the Z-year cloek
on benefits for thnsa who engage in part-time wor Under this
scheme, a person who works 20 hours per weak {half~tima} would be
able to receive benefits for 4 years b far& moving to the WORK
program (note that such a long peried $f part-time work is likely
te result in the recxgient buillding up a sufficient work record
to leave welfare for paia enployment) .

The draft 9r¢posal implies that t e 2-year time limit is a
lifetime limit. Accordingly, someone Who received benefite at
age 25 would be ineligible to raceive training and other non-wWORK
venefits at age 35. |A more appropriatp policy might be to allow
persons to ‘earn® addicional welfarxs apvaraga by participating in
the paid labor force for a sufficiently long periocd. The exact
schedule would reguire gome gare to prepvent reciplents fxom
rapeatedly cyaling b&twe&n welfare and| the paid labor forge, but
tha potential probia&s are not insarmnun table.
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Thave 31 The Rola of Institutional znﬁanziv.g

Providing appropriate incentives ¢

only part of the ovaralz incentive issus.

axigsts with the inaentlvea provided to
States to ensure that |they act to move
the paid lsbor force ﬁn a timely manner

o individual recipients is
A similar concern

caus workers znd to the
elfare recipients into

+

The draft proposal makes heavy 4
workers to assess whether reciplents a
labor force and in what capacity. Res
organizations suggests that large chan

a:?wwy need to
eulturé in the welfare office If the

igriored, case w&rkarsiw:ll likely rever
rather than wholehsartedly implement we
sut what those incentives might be and
incorporate them in thair own walfare g
integral part of our proposal.

State incantives will also play a
of the welfare reform|effort. TIf Stagé
Padaral resocurces without fully imple:
initiative, they may 40 s0.

anda on individual case
@ ready to enter the paid
aren in the arsa of

es in the inceghius,
be a part of the changing

incentive structurse is
t to current behavior
ifare reform. Figuring
reguiring States to
rograms should be an

maior rels in tho success
g are able Lo obtain
nting ths welfare reform

Tying actual Federal payments to

$tate success at placing welfare recipients in unsubsidized jobs
ahould be gerisualy canszderad as particf the procesg of

reinventing the welfare office.

Thaough there are some incentives

built in the current proposal, I am concerned whether they are

sufficient.

THANG 41

|
The Efﬁoc&iécnnau of Existi

Programs

"he draft proposal generally agsgutes that the training and
placement programs will be approximataly ag effective as fairly

successful icoal progxama I am conce
may not be effectively deployed on a n
that the predictsd gucress rate for tr
priocy programs often outstrippe& actua
net appaar to be yrogxamwazia "pafaty
these new programs are less successful

Theme B¢ Rguity between Raciplents a
one of the baai&ltenets of the We
ia that paid work is preferred to rece:
Thig implies that tha[workirg poor shob
worge off than welfare recipients. Ens
becayge thea expariancea et welfare raci
from each othar and from those of the
this equity implies that: <¢hild care
working poor on terms| similar to thoss
digarility atandards should be similar

working poor.

ed that these programng
tionwide basia, noting
ining and placement in
performances. There do
ats” in place in cass
than projected.

tha Working Poor

fare rReform draft proposal
pt of welfare benefits,

1d not be financially
uring thigs ig difficult,
pients differ dramatic&lly
Guaranteeling
hould bs provided to the
for weifare racipients;
for welfare recipisnts and
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workers; deferments from wark reguirements based on age should ba
granted only for thosa of approximately retirsment age; and the
guarantaed income for wulﬁare recipientis {especially these in the
WORK program} ghould excesd incomes for the working posr only
when there is a strong justificacion far the discrepancy.

Thame §: Leavel of shiso pigoretion

while there are many virtues to granting States wide
latitude in redesigning thelr welfare programs, this latitude
must be temperad with]conceru for overdrehing national interests.
States should not be permitted to defer large portions of their
cage load from work requirements, if the national policy is to
favor paid ladbor forme participation. |{Thers are bhoth basic
policy issues and budgetary issues invglved hers.) A stratagy of
granting States a fixed number of deferments (perhaps as a
percentage of the case load) may prove |to be effective In getting
States to use deferments only in appropriate circumstances, and
not as a tool to manage the burden on local welfare offices.

A major problem is that we do notknow what the appropriate
percentags of defsrments should be. To many, deferment of 25
percent of the case lcad meems toc high: will it really mean
that we have ended welfars as we know {t? Excessively high
deferment rateg not only prasents a pol ivical problem, but also
an sconomic problem. .A xey slement iniwelfave reform is
providing agprog:iate incencives to ragipienta. If the reform
plan effectively pravi&us for a "lottery*-~the chance at
continuing walfare az wa used to know jt--it may adversely aflfect
those incentives. &iaa, if States are held to a deferment limit
of 25 parcent of caseload therd may ba a tendency for States to
push against that Zimit, with the attendant negative
conseguences.

Current caseloads may provide us with puor guldance on what
the appropriate deierment percentage should be, especially if the
welfare reform plan aaaaeads in radicaily changing the currant
syatem. If the pxegasal iz successfull in getting a large
percentage of xacipienta from walfare ko the paid laber force
quickly, then the percentage of the ramaining gaseload that is
extremely dAifficult to place in private sector jobg may be high.

1 tantatively suggest the fallowikg approach, combining
sppropriate incentives with flexible limits. First, the Federal
matchh for welfars benefits would be tied to State performance in
moving people to paving jobs. This would 1limit State digorstion
to provide benefits that exceed the national average by a wide
amount (oy making those States pay more of the benefit from State
funds, if the higher benefits result in longer stays on welfare)
and would help line up State ingentives wilth the purpose of the
national welfare reform program. Com xehanszva neasures of
performance should e designed to takg account of local labor
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market conditions and demographlic factors. Second, separate -
limits would bzngggégggmﬁa:mﬁxsﬁEEiﬂﬁ.frgm the gena§§§2€?§&tmant g{
oﬁ'?gzipienbs n each jof the major categories (s.g., reclplents
orr-WORK-beysdnd 2 years, recipients with children unéar 1 year

sldl, Third, the exemption limits would be related teo local
economic conditions, demographic factors, and higtorical
performances, ‘These limitg would generally be set ﬁightly, to
xepreaant subﬁt&ntiallimpxevamants over currant practice.

ars would be provided anly un&e: «uaual aixaumstances,_and
only wit] gnil : 3m: eTtH :

for Lhe ¢co8tg of the Eaxcaaa axamptio¢s‘ {The inczaaaad State
FInaRF{al BiFden 1§ IMportany —bucavwe ag we have rnoted, it is
poasible that State deferment policiesihave adverse effecta on
the base caseload, a bPurden which i{g shared nationally.} This
outlined approach may help align State behaviar with the natienal
goals of welfare reform. )
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The AFDC Program: The Context for Reform

» $22 billion in benefit payments
» 4.8 million families

» Average monthly check = $388

» 70% of entrants off within two years.

» But two Fhirds of those who leave come
back on within three years.
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Recent Reforms

The 1988 Family Support Act

»  Established:Job Opportunities and Basic Skills Program

»  Over half of recipients deferred from participation

»  States must{serve 15% of those not deferred

State Reform! Efforts

»  Twelve states have substantial welfare reform
demonstrations.

»  Various appmachés to time limits and work incentives:

Califox;ﬁia, Colorado, Florida, lowa
Michigan, Vermont, Wisconsin
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Values Behind Welfare Reform

»  Work
» Responsibility
» Family

»  Opportunity
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A New Vision

» Transitional Assistance Followed by
Work

» Making Work Pay
» Parental Responsibility and Prevention

» Reinventing Government Assistance
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A New Vision:
Transitional Assistance Followed by Work

» Full participation

> Trammg, education and job placement
services (the JOBS program)

»  Time!limits

> Werk for those who exhaust their time
limit (the WORK program)
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Improving the JOBS Program

Full Participation

Training, Educatmn and Placement
(the JOBS program)

» Personal responsxbﬂlty contract
& emplnyablhty plan

» Focus on work & private sector placement

» Closer coordmatmn & integration with
existing mainstream education & training
program

» Emphasis on worker support once people are
placed in|a job
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The Post-Two-Year WORK Program

Temporary, work opportunities after the
time limit fier those unable to find
unsubsidized work

> Commumty involvement and
overmght

» Emphasis on private sector
placements

» Flexible placement options

employer subsidies

non- proﬁtlcommumty-based jobs
placements using new and existing initiatives
commumty service

¥y ¥ vy

» Non-displacing placements

» Special provision for weak local economies
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The WORK Program:
Work for Welfare Versus Work for Wages

Work for Wages |
» paycheck not welfare check

» dignity and responsibility of a "real job"

Work for Welfare
» uses existing administrative structure
» previous experience

» state flexibility




For Background Use Only

Discouraging Long-Term WORK Participation

» Sanctions for private sector job refusal

» Limited duration in any one placement
» Frequent job search
» No EITC benefits?

» Declining state reimbursement

» Limits or reassessment after several
|
placements?




For Bac:kgr:::mna Use Only

Focus and Phase-In

» How dramatic a change, how fast?

» Capacity

» Phase-in
> Focus

» Focus

constraints require phase-in,

alternatives;

on new applicants and reapplicants?

ion young families?

10
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A New Vision:
Making Work Pay

» Health care reform

» Advance payment of the Earned Income
Tax Credit (EITC)

»  Child care for the working poor
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A New Vision:
Parental Responsibility and Prevention

» Child suppoert enforcement

> Efferts aimed at minor mothers,
respensnble family planning and
preventlon

» Efforts to promote two-parent families
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A New Vision:
Reinventing Government Assistance

» Coordination, simplification and
inzpr?:;ved incentives in income support
programs

» A performance-based system




Possible Pathways Following Assessment

After WORK Slot
WORK Slot/Job Search
Asse;sment
¥
1) Unable to work - SSI?

2) Able to work,
unwilling to work -» off welfare

3) Marginally able to work,
unable to command minimum
wage -» Ooff welfare?
| — appropriate activities
(including community
service)
- welfare benefits?
- WORK slot?

4) Able to work,
willing to work, |
unable to find iiob - off welfare?

-> appropriate activities

(including community
service)

— welfare benefits?
- WORK slot?




Labor Forcg Status of Married Women
with Children Under Six

Labor Force Status Families Families
Worked full-year, full-time 31.2% 5.6%

Worked part-time jor part-yvear 36.0% 27.6%
Did not work - 32.8% 66.6%
Total 100.0% 100.0%

Source: Current Population Reports, Series P60-183, Table 14




Survey Results About Work

Do you think a single mother working at a part-time, minimum-
wage job should be permltted to receive welfare benefits, for as
long as she earns less tlgan the poverty level, or do you think she
should not be permitted to do so?

Should be permitted 86%
Should not be permitted 9%
Not sure 5%

Should mothers who have preschool children and who are on
welfare be required to work?

(If Yes): Should they be required to work full time or part time?

Yes, should work:

Full time 17%
Part time 38%
Not sure how many hours 5%
No, should not work 34%
Not sure 6%

Based on Peter Hart Associates, Inc.
American Viewpoint




Facts About Women Mixing Work and Welfare

» 8% of women on welfare work in any
given month

» S50% e;f women on welfare work at some
point over a three-year period

»  Women who work while on welfare are
much émere likely to leave welfare in the
following month than women who do not
work




Net Income for a Mother and Two Children in Pennsylvania

with No Child Care Expenses, 1993

Not Working
_Working 20 Hours
Net Earnings (eamings
lass 1axes & work expenses) 4] 3,385
EITC 0 1,700
AFDC 5,052 1,872
Food Stamps 2,868 ‘ 2,796

Net Income $7,820 $9,753

Working
40 Hours

8,770
3,272

0
2,340

$12,382




