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SUBRJECT: RE: state data aon AFDC/FS

f

;
Wendell and I:missad each other’s phona calle yesterday.

Sarb t%lﬁ me IMB had cobtained a model that CBO has been using and
would be looking it over.

I
Ifmipr%tty gatisfied with the structure of my little spreadshaet
model,! (Basad on a administrative data about first-tine
appkiqants and total caselpad, and homna Pavetti’s exit and return
rates, it generates a steady state caseload of about the right
size.} Assuming about the same exemption and participation
par&mqtars ABPE has bheen using, a two-vear transition periog
followed by one vear of work (I haven’t modeled the halif-time
miﬁimum wage yet., The one year of work currently is just the AFDC
benefit plus the ASPE cost of CWEP estimate.) g%an food stampg and

the « hoasing voucher to get up tq 75 percent of the median AFDC +
. ﬁ; anps is about cost-neutral when fully 1m§_§mentad*

The &!ara several big uncertainties about the estimate at this
stage. The housing vouchers really need to be done
state-by-state. At this point a national voucher is in the model.
The half~time minimam wage may raise the cosgt., ¥No behavioral

efﬁecéa are modelad, although they could be easily.

ﬁagba?mnre inportantiy, implementation would have up~front coets

because the savings come from the in<kind safety net while ths
coﬁtsf&ﬁma from the transition program and the CWEP.

&n‘thé atharxhand, some other potentially large savers,
panticularly ending federal matching for ¢hildren with no
gataréity egtablished, are not modeled either.
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NEW JOBS FIRST

Supervised

Job Search
{3-6 Weeks)

Job (+EITC + Training Credits)

Job !

Training or
Work experience
{12 to 18 months)

Mandatory Job Search
{3 months)

> (+EITC)

Refusals/
Dropouts

Public/ Private

Jobs Consortia
(Up to 1 year)

-

Childrens Allowance
- Food Stamps

- Housing Voucher
- (25-50% benefit
reduction, all in
kind)
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JOBS PROBLEMS: K, L, and M
K) end of the time limit for graduates without employment.
This 1g substantially different from tLwo other work problenms:

1) engoing job search and placement efforts at the
beginning and throughout the two yesrs.

M} providing a "work for bensfits” srrangement as a last
resort o the walking wounded or other who don’t cut it in
the smployment and tralning programs.

Frivate Sector Johs Consortilia as a solution

Jobs Congortia can be a acreening mechanism at the end of the two
years t0 ldentlfy problem K. It provides for 1) job offer
commitments from employers or placement companies using subsidies
and bountiesg: and ii) commitments f£rom recipients to work with a
guaranteed job offer.

This is neot the sort of arrangement you want to offer bafore
+the 4wo yeearsg (Problem L) because it is too expensive,
administratively cumbersome, and heavy handed. You don't want to
oviffer it for the walking wounded {(Problem M) because you will
undermine the employer commitment to the program. You are asking
the emplovers to do the dirty work by either firing or keeping
the walking wounded.

. Dther Solutions to Other problems:

It seems like the solutions to Problems L and M are just
common sense: Provide good job search earlier on with bounties
and gubsidies if you have $5. Don't expect to guarantee jobs or
create & major checkpoint before the time limit. Only provide
PRIVATE SECTOR jobs guarantees as a reward for people who live up
t0 rigorous expectations. ¥Fox dropouts, PUBLIC SECTOR job
guarantees will have to ba the checkpoeint 1f at all before
hitting the bottom line. {(8slf-initiated volunteexry wirk is nice.
You could get a letter of reference to help with job search, but
SELF-INITIATED VOLUNTEER WORK I8 NOT ENCUGH TO EARN A GUARANTEED
JOB IN THE PRIVATE SECTOR!! You have to work for benefits or do
well in school to get a real job «ffer at the end.)
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EITC/Child Care

-~ Wo open-ended entitlement

- Revolving loan fund {Wendell)

- Train wellare recips 10 be child care workers (Wendeli)

Job Search
- Howard's sanction: 50% w/no offsct in FS/Housing for failure to cooperate w/job scarch
or turning down/quitting job

CSE

- 50 minimum monthly payment

- CSA demos must include work reqt

- 10 mandated staff floors

~w Paternity cooperation across govi programs: AFDC, housing, child care, and children's tax
deduction |

~= NCPs should work off thoir obligations, not be given full time min. wage jobs (Wendell is
wrong) ~- GOP proposal

- 100% P/E goal

Transition

~w Lise existing E&T programs open to all {David)

-~ Performance incentives {or participation, placement, yrs on AFDC
~w Flexible training dollars

- Private sector placement agencies (David)

~- combine funding from FS E&T program (Wendell)

Time Limit/Jobs Program

~- 8 hrs/wk of job search during post-transitional job (Howard)
e O ¢¥ety 3-4 mos (David)

~w 10% cap on supervision & admin expensces {Jeremy)}

~~ Reduce state match after 2 yrs (David)

- NQ grace periods

~= Fired = whole family sanction {Wendell)

-~ We need inventory of job opps (housing projects, c.care, ctc}

~= performance incentives for job placement/creation {Wendell)

~= SWIM kept costs low (31500/yr) by letting community agencies supervise; coordinating

work schedules w/school hrs so no e.care

Exemptions/Extensions

~ 13 gasy out for 4-yr college

o P Cap?

~- make the exemptions sfate options
-— NO big loophoeles for substance abuse



—~— Sanction F5 + AFDC (GOP)

Phase~in
-« New applicants, then mothers wikids over 6, ete
—— begin work program in 96

REGO
—— Eliminate rules (see Howard
—— Fraud Elimination Data Basc
~=- Mass, Fraud ideas (Wendell): fraud hotline



The F Plan
L Consensus areas —
Social Contract: signed by all
Parental responsibility: 1o minor cases, paternity mandatory
Child support enforcement improvements, anti-fraud.

Working family support: EBT, special treatment for working families on AFDC before and
after two years.

Two year transitional program -~ As in other plans with the following principles:

i} Supervised job scarch in first 3 months for 2ll able bodied.

This should reduce the cost of the program in budget terms.
Muake the job search component part of an emergency assistance package.
Encourage preventative job search by waiving the means tests for services.
Provide income support during the initial job search phase only if necessary.

i) State flexibility with accountability.
Performance standards amd incentives for placement rates, recidivism, ‘and tenure.
Match rates decline over ime: e.g. 709 for initial job search, 55% up to 3 v1s
and 30% for four or more years. i
Let states choose workforce attachmsent model, education model, or any othe:r a8
long as they are held accountable for success.

iy  Everyone does something with few exemptions.
* Exempt for disability or temporary medical condition
Caring for disabled relative or ¢hild under 1 can be a recognized activity if
performed up to a standard.
Sclf-initiated volunteering should be encouraged as a community building
activity.

iv)  All new applicants must participate, Phase~in schedule needed for current
caseload.

v} Exempt those who meet a standard for recent work history from rigorous
oversight.
Saves cost of intensive case management for "cyclers.”
Provides recognition for those who are trying to be independent.
Access to services such as job search or training allowed, but not mandated.



vi)  Months 21 to 24 should be reserved for job search.
Individuals should be notified when their time~limit is about to expire.
II. F plan options
Jobs of last resort
i) Allow cvery state or locality to form a board to oversee competition for
contracts to provide jobs for welfare recipients. Governance board establishes
the eligibility of cach organization to participate based on their performance
record.
it} Let recipients choose at the end of three years: £.8. use 4 placement service,
take a PSE job for 1 year or take a subsidized private sector job for one year.
Each locality must provide recipients with at least theee choices.

iii})  Money follows AFDC recipient.

iv)  Block grant the full year of funding for job or placement to the local board.

Liltimate safety neét

After 3 yrs: Child allowance, low state match rate
No child assurance '
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Public/Private Partnerships for Welfare Reform

Investing in people should pay off. Not just in an abstract, long-term way, but in
immediate, bottom-line dollars.

Federal, state and local governments currently spend billions of taxpayer dollars to
support families on welfare. We would all be better off-—especially the families themselves-
—if these familics could support themselves with employment instead of welfare. It makes
sense for the government at all levels to team up with the private sector, to harness the
entrepreneurial spirit, and to pull families from welfare to work. It makes sense that the
reward for saving taxpayers billions of dollars should be a share of the dollars saved-~not
just a good citizenship button. The federal government could share the financial benefits of
reduced welfare rolls with state governments, non-profits, profitmaking entrepreneurs and
even welfare recipients.

For too long, those who tricd hardest to save taxpayer dollars were not rewarded.
Companies who hired welfare recipients face a complex, paper intensive process to collect
their tax rebates. States who put in the extra effort to reduce their rolls received no extra
funds from Washington—--despite the fact that the federal government would be the biggest
winner. Contractors who trained welfare recipicnts would receive about the same payment
regardless of whether or not the training led to a job and self-sufficiency. Caseworkers who
are exceptionally good at helping recipients might be rewarded with a heavier caseload.
Individuals who try to get jobs are often sabotaged by a system which cuts their supports,
during the first wobbly steps forward.

Local ingenuity and entrepreneurial spirit can tackle the goliath of welfare dependency.
So far, local ideas, individual motivation and the entrepreneurial spirit have been buried under
endless systems, budget procedures, and bureaucratic regulations. When investing in people
pays off~~we will all be better off. Help us understand how to unleash and reward creative,
local solutions.

e WHAT WORKS? What are the strengths and weaknesses of the examples listed
below? Do you have other ideas? Can you develop these ideas more fully?

] WHAT IS THE FEDERAL ROLE? What is needed to support the development of
public—private partnerships for welfare employment? Grant diversion authority?
Block grants to public-private partnerships? Competitive partnership grants?
Regulatory changes? What legislative framework is required to support many different
arrangements?

] OUTREACH. How can we encourage business leaders and associations to formulate
and support such a proposal?



Examples: We have received numerous proposals for public/private partnerships. Such
partnerships could be.implemented statewide or on a local labor market basis. They could be
managed by private councils, government entities or PICs. We would like your feedback on
the ideas we have heard.

. Jobs Consortia. A small pool of temporary jobs (6—12 months} could be provided by
a local consortia of public and private employers. Employers would commit a certain
number of jobs in exchange for wage subsidies or benefits coverage. Administrative
overheads can be minimized by pooling resources for hiring, screening, and providing
initial orientation level training. The summer jobs challenge is a good example of a
joint effort to create temporary jobs. Many companies——non-profits and profit-
based--have expressed an interest in forming consortia for hiring, training, and
recycling funds invested in welfare recipients.

* Employer Partnership: An employer partnership could also be formed without
requiring commitments for specific numbers of jobs. The purpose of such a
partnership would be to negotiate a local agreement on the inducements necessary to
attract local employers to the welfare hiring system. Rather than blanketing the
country with a one size fits all tax incentive, the federal government could provide
block grants and allow state and local governments to negotiate with employers at the
local level. :

Just as in the Job Consortia model above, the partnership can provide
incentives for companies through subsidies of wages or benefits. In addition,
overheads can be reduced by coordinating recruiting, screening, and initial orientation
services. If the partnership helps to manage the employees in the pool of temporary
jobs, then effectively the partnership is acting as a temporary help service.

. Employee Consortia: The federal government could provide seed money for a
revolving fund to place welfare recipients. Bounties for successfully placing welfare
recipients are paid out of this fund. The individual must repay the bounty payment on
an income contingent basis. Governor Wilder already has requested permission to set
up a revolving trust fund which could provide a menu of rewards to employers
including tax breaks, reimbursements for training, or one year of health insurance
payments.



Social Contract: consensus?

Parental Responsibility: not consensus,
a) Paternity, minors

Working family support: 5Tt Gl B wi'

z?} ﬁﬁ’mi' : g E%5 \w\» dodve pekic. - f,u:
m{th »\ %

C} Cash~out of safety et Fu«m“[ w«b»n «Euc

Job search first: conécnsus? X I senle
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JOBS participation options: Consensus? —% E c{ G 4ol sl

a) All inclusive — everyone does something e o

b} two tier — high expectations v drop-outs & social service
Declining makle - ®0-20-t0. g0

Job creation
a) limits on cost of jobs through time-limit aed-tmin . Pt :%gﬁm*d‘
hift cost to states over time i rarked r A
¢) how to test whether job is available? iy y

. d) For those who fall off the edge——mandate benefits, optional, or reduced value?

Sanctions/ultimate safety net wall nleind - @59 0 MRDC S Shlec oves L Ove-Shop
a) brmidie shi Lo G pels Aot
b} child allowance - B WS casin Chemypie b i

Re~go, anti-fraud: consensus?

Child support assurance
a) pick one model and have a national phase—in plan
b) allow several state~wide demos of different models
¢} create a state option for all states if their collections are high
¢} sllow one or two state demos with no phase~in plan
¢} no allowance demos
Models: Cadillac, camel's nose, and from the beginning with time~limits?

Other child support issues: consensus?



KEY QPTIONS DECISIONS -- WR SUMMIT

Social Contract

Parental Respongibility options
BITC/FS/Working Family Support

Job Search First

JOBS participation options

Job Creation and development options: private & public
Sanctions/ultimate safety net
Reinventing govt issues, performance stds
Chiid support assurance

Other child support issuas

Child care



T

Placement Specialist Consortia: Rather thag trying to attract private employers, the
government could try to atiract those who are in the business of attracting employers.
If the federal and state governments put up the cash rewards for placing welfare
recipicnts in long~term jobs, private investment capital will form companies to invest
in people and find jobs. As a resull, placement specialists will work with employers
to screen employees and package incentives for their needs—~one on one. Employers
will hire based on relationships with placement specialists instead of direct contact
with the government. Even JTPA or non~profits such as Project Match could compete
for the roward money.

Employee Bonuses: The federal government could offer welfare recipients a bonus
for finding their own job and staying in it. Thus, we could be more sure that they
would try to hunt for a job in earnest. In addition, we would know that individuals
would try to find their own job before going to a placement specialist (headhunter). If
the government paid less to an individual than a headhunter for the same tenure (i.c.
stays in job for 180 days), we could be confident that we were saving money when we
paid to individuals.

Investment Partnership: The federal government could provide block grants for
localities to invest in businesses which commit to hiring welfare recipients, This
follows the Canadian HRDA model. It is different than other types of consortia in
that the povernment provides investment gapital not wages or operating costs. The
companies are then owned and managed by a public/private investor partnership and
committed to hiring welfare recipienis insofar as possible,

Government contractors parinership: The federal government could support states
which choose to require govermment contractors in the state to bire welfare recipients
(i.c. 2 percent) to undertake the work.



Plan F

Fost Transition Model [

Jobs guaraniee program

. Supervised job search first (during last three months of the 2 year program)

. I a private sector job cannot be found (strict test, as in Wis. plan) the individual is
cligible for a one year job.

. States may opt to require graduation from a short work-orientation program or a drug
{est before offering subsidized private or public jobs. '

. States will receive enough money at the appropriate match rate (60%) to fund enough
jobs at the minimura wage for 20 hours or up 1o a capped level determined by
formula. States are required to competitively bid contracts to administer the jobs (See
Jobs consortia, belaw), If the demand for jobs is greater than the supply, individuals
will be able to undertake self—initiated volunteer jobs while waiting for a job slot to
open up. States will pay a larger share of the cost for individuals on the waiting list.

Individuals can stay in job slots up to three vears if 10 one is on the jobs waiting list.

Safety net: Child allowance.

After the two year program and one to three years of job guarantee, families will
receive less federal assistance. A package of in—kind assistance {e.g. health, food,
housing) will be offered which ranges from 50% to 95% of the previous benefit level,
States wishing to add more to the package may do so.

Individuals who drop out or become ineligible for the two year transitional program
may receive the child allowance.



Public-Private Partnership Proposal: Jobs Consortia

States will be required to form 2 quasi-private corpomation which will put out an RFP for the
requisite number of jobs in each community where they will be required. Non-profits, temp
agencies, public employers and private employers will be allowed to respond to the bid with
contract t© hire a specific number of workers in exchange for a fixed amount of money.
Employers may specify in the coniract that referred employees pass a test for literacy, drugs,
or other basic skills. Federal guidelines governing termination or replacement of employees
will be developed. Exact rules should be set locally or by state in the contract.

To the cxtent possible, individuals should be given a choice between several employers;
firms also should be able to choose between several employees. The corporation should have
the right to oversubscribe the contracts. in order to.provide choice to the workers.

If states or localities wish 10 do so, public~private councils such as PICs can be set up fo
oversee the job corporation and encourage business participation.

If no cmplovers are interested in contracting for employees at any price below the equivalent
of the minimum wage, the jobs corporation must administer the jobs directly. Job
‘corporations will be ciligible for cheap government loans to create more meaningful jobs
which carn enough money to cover costs.

Public-Private Partnership Proposal: Investment Challenge

Here's the challenge:

L Provide low intcrest loans to states or localities for development of jobs or for
building a state of the art, child support enforcement system.

® Have a bonus/reward program for states which use the loan to meet specific targets
such as significant employment gains for welfare recipients or 75% paternity
establishment. If targets arc met, some or all of the loan is paid off.

2 Result: states and localities which are willing and able to take full responsibility and
accourndability will get extra resources.



EXECQUTIVE QFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

ROUTE SLIP

Take nacegsary aglion 0
To Woaabeft Pamwy Approval or signative i:]

THeuisn T t’i Commant i

Prapare reply L

Oiscuss with me [

For your wmformation .

Bes remarks below -

FROM (’Q_‘_._S&_g_. pATE IV -F,

HEMARKS

TN rd D AR lakn S ‘i.‘!\sw\é

inddoda tn e gla  Asseaihond -

DB FORM 4

LS, Devoinmart Paming Ofews 2081 - 295590 Ry, St 3

b e e mmm m e s ——






10t NOV G4 gz 15185 He 013 P01

L

Novambear 4, 1583

MEMORANDUM FOR ISABEL SAWHILL
FROM: Richard Bavier
SUBJECT: *One-pager” on current prevention initiatives

The attached ran onlo iwo pages, even with a small font, | can try chopping some
morg if you want,

Nota that the Head Starnt paragraph represents Sec. Shalala’s reguest.

P trylng 1o fing put whether a Job Corps expangion i$ in the Dol requeast, and, it so,
will add somsthing about i



Nevarmbor 4, 1983

Qurient initistives with & wellurs prgvention potential

Early prevention

Haalih cara coverage: Tha President's heslih curg reform proposat provides for universal access 10
heatth services, iacluding family planning setvices, prenalal care, and preventive bealth services
essential o sarly child davaiopment. I 1892, nearly =ight million childien in familise were not covered
by any health insurance at any time during e yesr, 2.4 milion urger the age of six.

Family preservalion snd suppod servicas: in 1984, HHS will knplenesd the new sub-part of title V-8B of
tha Social Sesurfly Ast aulhorizing & capped entifament for family preservation aagd suppot sevices.
By 1998, those grants will graw 1o 8255 milfion, and are intended to aveid Tuster care, shengthen
families, sixd improve parenting siiils that research has shov are eilical to dovelopment s children of
rust and charactar.

Haud Start: Secrelery Shelela hes proposed o increase funding for children and {amily servites
programs, acluding Mead Stad, frony 33,3 billion in 1994 outlays to §7.2 billion i 1988, Evalustion of
i Perry Preschool Progamn estabiishoed thal such carly interventions can have weliare prevention
eftects. The repart of the Socretary's Head 8lsrt Advisory Cormuniltee is expedcted o provide guitnne
o ciosing the gap bolwoen the promise of Perry Preschaol andd the pedonmanas of Howd St

Chapter 1@ The profie of adolssconts most pirisk of teanage parsnthosd and svbsequert wellare
dependency includes eatly academic and behavierat problems iIn school. The Administration's
“itopnoving Ametica’s Schools Act of 19837 (JABA] would incroaso the educational epportunily of
digadvantagsd children by sunding mnome of the aveilstie funds © the schools thad nocd § most.
Schivols with the highest poverty levels amony their studsns would see & 15 percent icieass In
Chapler 1 funding. B, ae evaluaticns have consistenty shown, 10 improve eduestionsd sutcomes, alf
stuztonts must be subject 16 higher expectstions, s parents must become ragrg involvad in tha
sducational progress of thelr sons and daughters. JASA promotes both these objectives by reyuirng
tates 1o develop content and performance slandards and measure schonls and foeal pfucation
agencies againsi them, and by encouraging parental involvement i school padicy develnpmeiy and
schost-parent compacts setling ouf the responsibilties of parents in reaching perfoteinoe standands,
For 1893, Chaplet 1 compensalory education grante reached $8.9 billion in outlays,

Provention irgliatives for al-risk youlh

Several other Administiation effarts wili contribute to greater educational and ceonomic opporunily lor
ukder childeen and youlh. To prevent underduading of middie- and bigh-schools, IASA would roquise
Zhaptas 1 lunding bo availabie & all schaols with student paverly rates of of least 75 percent before
funding other schools.

"Scohookio-Waork Oppoduniics Aot of 1885 The Administration's schocl-ie-work Bl provides “ventire
sagsal” 10 staies to develop schookio-work systems bullt around schookbased leamirg, work-based
learning, snd cormacting activiies.  The transhion from schoolto-work g Ciitical for @it youth, not just at-
risk youth, However, special grants will be avallable for uban and rral areas chmacierzed by high
unemployiment and poverty. For 18385, 5300 million is requested for the whola schooko-wark initinlive.

New JTPA youth litle 1-C: Yearround fraining and employmernt services will be available to
disadvantaged youth under the new titte 1€ of the Job Training Peroership Act. Amendments in 1982
setl aside half the funds for drop-ouls, who have been found 10 be hard 1o serve steclively.
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Onu-Stup Tareer Centers: The propasal would inake 2 much more likely !at al-tsk youth, snd othars,
would sutsessiully negoliate the tangle of government aregram rulas o iduntily nid obisin the
sducation and training opportunities nwst approprate for tham, Oullays ure propessd 6 reuch 280
milicn by I886 {most lunds for operation would come from approptiations for employment services,
JTPA, EDWAA, and the comprehensive disiocaled worker program), The centers would provide sasy
83688 W customer-driven services el information on edusation and treining 1esouress, jobs, lnbor
markat information, and caregr planning, and job search services, Coversge would be universal. Al
indwidusls end git employers would e putential customers.

mifion per yesr for the initial costs of planning and establishing statewdde comprehensive sohool healit
cdugption progroms and amounts ineredsing from $100 milion i 19586 10 340Q millicns in 1999 for the
develepmment and operation of school-related haalth services programs,

Empownnnait conus: Ong of the mnost witduly buld beliefs sbout lesnaged childbeaing & that lack of
sLonomic eppertunily is an importanl conribiuting Tactor. Employment oppontuiitieg within some of the
most disadvaniaged urban neighborhoods with convernlrations of ubrisk youtte wilt e expiinded by the
puthorization of ning empowerment 20nes (and over 100 lesserichly fundsd enterprise comymaiiies),
including six urban zones (gach with 8 population of no mote than 200,600 and & poverty 2ate of al
laast 20 percent in ath census racl) thel will each recoive 350 milion block granis in each of the first
two yoars ¢f dosignetion, They also will share most of $2 billion i 1ax ingerntives over the first five
years of operation, and gradually declining i incentives over the remaindsr of their 1en yesrs'
dumtion, Undor the largest tax incorive, employers focaling within & zone will reseive up 10 $3,000 I
1ax gredits for each zone resident employed, [i s expeciod that most of the emplovess covered Ly the
cradit will not represent ned eraployment gains for the neighberhood.}

A mediumesized wban zone of 100,000, with o poverty mate of 25 percent, might, ovor tho firsd tive
yenrs, recoive $300 million in grants and wedils, or $3,.000 per person, o1 $12 000 for overy poor
person. Although the intenal distibulion of these funds will vary from 2oneao-zone, clearly,
suipowerment zones have the polentisl 1o provide 8 rare lage infusion of pivate capiie’ and
employment subsidies inlo inner-city neighburhoods where local snployimant opporiupities sie very
enited and atisctanent to the regular ibor force & nat strong,

To be designated an empowerment Zona, an area must submit a shratagic plan that describas the
coordinaled econarig, human, community, and physioai development proposed for the 20ne,
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EXECUTIVE CFFICE G F T HE PREGSI
EXECUTIVE CFFICE OF THE PRES I
12-Nov~1993 (3%:58am
10: Bonnie L. Deane
TO: Bruce N. Reed
FROM: Isabel Sawhill
Qffice of Mgmt and Budget, HRVL
CcC: Wendy C. New
SUBJECT: Here is a crack at this., Feel free to change.

Model I: Postrrangitional Jobs

¢ The basic principle is that everyone who has successfully
completaed training will be assured a job offer in eithexr the
public or private sector.

o Anyone who turns down such an ¢ffer will bhe terminated from the
program and will be eligible for Food Stamps only.

© States will be given a block grant to help participants find
jobs. The block grant will be distributed by a formula that
reflects local labor market conditions and performance
{placement, retention, and wage levels).

& The funds may bhe used for superviged job search, job
develepment, wages or wage subsidies, microenterprige grants or
loans, work suppoert, or temporary stipends {(up to & months) for
those participating in jcb search ¢r unpald community service.
States will be encouraged to contragt out these agtivities to a
variety of profit and not-for-profit groups with a good track
record of success in working with this population,

& Up to 10 percent 0f the funds may be used for soclal services
or superviged living arrangements for the most disadvantaged
portion of the caseload {not eligible for S51).

o The block grant could be set at any funding level. For
gtarters, we suggest that it be nu more than the annualized
amount now spent on AFDC for each participating cohort. {For most
participants, it will be assumed that job offers can be generated
in the first year but there is no time limit in this plan, only a
funding limit. The higher costs of serving those who are more
difficult to place should be offset by the lower costsg of serving
the easiest to place.)

¢ Those whe lose their jobs may cycle back through the program at
least once {(more at state option}.

oo
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o Stipends and wages (in subsidized jobs) will be geared to the
minimum wage in each state., Health care and child care will be
provided to those who need it while searching for a job and for
at least the first vear on a new job (longer at state option). No
cne will remain eligible for AFDC.



8. Post=Transitional

Work Program: States should have the option to put a fime limit on community
service work {including self~initiated community service as well as work slots),

Job Search: Require continuous job scarch for people in work slots and especially in
self-initiated comununity service.

Work Supplementation:  We belicve employer incentives - work supplementation,
QJT, ctc -~ ar¢ essential in order to find enough private sector jobs, The provisions in the
Republican bill are a start, but we should look for others.

Private Sector: We should do more than “¢ncourage states to involve the private
scctor in the operation of the work program™;, we should require cooperation with the private
sector and community organizations -~ as we did with Empowerment Zones.

State Match: We favor a declining federal match that goes down the longer
individuals are in the program,

Administrative Costs: There should be a cap on administrative and supervision costs.

Jobs: We should develop an inventory of job opportunities available through existing
; federal initiatives —— housing, child care, public safety, empowerment zoncs, etc. Perhaps we
could require that a certain percentage of new child care funds {(for cxamplc) go to hire
people off welfare.



Summary Outline
JOBS First

October 15, 1993 DR AF?

TITLE It THE NEW SOCIAL CONTRACT

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

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

3, States will be required to teach these prinCiples 10 every teenager.

4, Assistance can include job search, job placement, education, training, child care,
community service, parenting, and family planning. Responsibilities can include a
commitment to participate in an agreed-upon plan of job search, training, high school, drug
treatment, parenting classcs, community service, deferred childbearing, and work.

TITLE 111 PARENTAL RESPONSIBILITY

1. Child Support

a. Several of the reforms recommended by the Child Support issue group, but
not fuli-scale child support insurance.

b. States can require non-custodial parents with children on AFDC to pay up
or work off their obligations. Any child support insurance demonstrations must
have this component.

c. States can also maks payment of child support a condition of other
government benefits.

2. No AFDC for Minors: No one under the age of 19 will be eligible to receive
AFDC as a case head. Minors will be expected to live with their parents or in other
supervised settings.



3 Parenting: Staes will have the option o require parents on welfare to fulfill their
parental responsibilities, including eorolling in parenting classes, altending parent-teacher
conferences, and ensuring that their children (including adolescent children) are immunized
and receive annual checkups.

4, Pregnancy Prevention

a. Schools receiving Chapter [ concentration grants will be required to establish
school~based or school~linked health ¢linics that provide counseling, health
screening, and family planning services to adolescents.

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

assignment,

¢. Support will be provided fo non~profit cummuni'ty—bascd organizations to
foster responsible attitudes and behavior.

d. Family planning services will be made available for adults,
5. Parernity Establishment

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

b, We should seck 100% paternity establishment by the year 2000. After that
date, states will fose funds for failing to mect the target, and will have the
option to restrict government benefits 10 those with two legal parents. A
national media campaign will be used to emphasize the benefits of patemity
establishment.

¢. No child born one year after the enaciment of this law will be eligible for
AFDC until paternity has been established. In cases where paternity has not
been established, mothers will be expected to cooperate in identifying the
father, and a presumptive determination of paternity will be made at the time
of application, except where the putative father appears for a biood or saliva
test and can prove otherwise. Emergency assistance will be provided in cases
where the determination of paternity is delayed for reasons beyond the mother's



control.  Exceptions will be made for cases of rape, incest, or endangerment of
the mother and child.

6. Family Limits: States will have the option to establish family caps for parents who
have additional children while on AFDC.

TITLE HI: JOBS FIRST

1. All new applicants will be required to do supervised job search (potentially through
the Labor Dept's One~Stop program) for 90 days before receiving benefits. Emergency
assistance and other support services will be available if necessary during that period. (Statcs
have the option to relax asset rules for emergency assistance.)

2. After 90 days of job search, applicants may receive benefits, but everyone must do
something in retum -~ work, education, training, job search, community service, ctc. States
can choose from a variety of models:

a. Everyone Does Something: Under this option, the definition of activities can
be loose, but everyone has to do something for 20-30 hours a week.

bh. Work First:  States may instead put recipients to work immediately in
community service jobs, where they can earn generous fraining credits,

c. Work or Train: States can assess cach individual's needs, and assign
recipients either to training or community service.

Under each of these options, job search, job placement, and work support must be
available af any time. Training programs should require a high school degree or lead 10 2
high school degree.

3. After 21 months on AFDC, every able person will receive notice that they are
approaching the time limit and must begin three months of job search. (States will have the
option to require work and/or job search sooner.)

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

a. A jobs consortium will have broad flexibility to find and create jobs:

- One-vear OFT vouchers that would pay employers 50% of wages and
traiming up 10 35,000, provided the emplovee is still working after one year,
~w Private employers receive one—year health care subsidy for new employees
they hire through the jobs consortia.

-~ Work supplementation or grant diversion.



-~ Performance-based payments 1o private companies, non-profits, and state
welfare agencies for successful placement in private sector jobs.

- Block grants to jobs consortia for child care and other work support
services, so that a consortivm can use the social service funds to create
community service jobs. Community organizations, churches, and other ron—
profil institutions willing to provide community service jobs can compete for
block grants and/or jobs consortium status. Perhaps use national service state
councils to help identify community service employers,

- Strict limits on administrative costs, based on national service legisiation,

b. All community service jobs will be on a pay per hour basis; 20-30 hours
minimum (state option). If no job slot is available, statc must pay recipient to
do supervised job search, and will receive a lower federal match.

¢. Community service jobs will be limited to onc year. At the end of that time,
states have the option t0 reduce or eliminate benefits. They will receive a
reduced match for anyone still on the rolls.

d. States have the option 16 block grant AFDC for the post~transitional period.
They would receive one year’'s worth of benefit pavments {at a reduced federal
match} for every able-bodied recipient on the rolls after two years, provided
they guarantee those rocipicnts a private or community service job for a year,

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

5, Sanctions/Refusals: Anyone who refuses to show up for required activities during
the two-year period, refuses to wiork at the end of the time limit, or reaches the end of the
one~year post-iransitional community service job will no longer receive AFDC cash benefits.
Instead, their children will be eligible for an in~kind Children's Allowance -~ food stamps
and a housing voucher which together represent no more than 50-66% (state option) of their
pre~sanctioned benefits.

TITLE 1IV: REINVENTING GOVERNMENT
1. Welfare Simplification: Adopt APWA regulatory and legislative proposals,
including application, redetermination, and reporting streamlining (onc

income/asset/verification requirement}.

2. Performance Incentives: Move 1o a performance~based system in which states are
reimbursed for clear performance measures, such as the number of people moved off welfare



%

into private work; reduction in rate of teen or out-of-wedlock births; EITC payouts;
percentage of children immunized; rate of paternity establishment; etc.

3. Fraud Reduction: Expand EBT to include AFDC payments, and crosscheck benefits
against W-4 wage withholding records.

4. Community Empowerment: Use existing social service funding streams to create
Jobs and stimulate economic development in communities with high welfare populations.
Give microenterprise grants to new or expanding businesses that agree to hire half or more of
their new employees off of welfare. Require public housing authorities to spend a portion of
their housing rehab money to hire welfare recipients.

5. State Flexibility: Allow waivers for states to consolidate employment, training, and
JOBS resources.
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Summary QOutline

JOBS Plus
October 15, 1993

TITLE I THE NEW SOCIAL CONTRACT

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

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

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

4. Assistance can include job search, job placement, educatioa, training, ¢hild care,
community service, parenting, and family planning. Responsibilities can include a
commitment t¢ participate in an agreed-upon plan of job search, training, drug treatment,
parcnting ¢lasses, community service, defersed childbearing, and work,

TITLE Il: PARENTAL RESPONSIBILITY
1. Child Suppont
a. paul's reforms, but not child support insurance
b. States can require non-custodial parents with children on AFDC to pay up
or work off their obligations. Any child support insurance demonstrations must

have this component,

c. States can also make payment of child support a condition of other benefits,
including access to health insurance.

2. No AFDC for Minors: No one under the age of 19 will be eligible to receive
AFDC as a case head. Minors will be expected to live with their parents or in other
supervised settings. Good cause exceptions will be permitted.



3. Parenting: States will have the option 10 require parents on welfare to take
parenting classes, attend parent—teacher conferences, and ensure that their children are
immunized. {use HIPPY funds??)

4. Teen Pregnancy Prevention

a. All schools receiving Chapter I concentration grants will be required to
establish school-based health ¢linics thal provide counseling, health screening,
and family planning services to adolescents.

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

assigrment.

¢. Support will be provided to non~profit community-based organizations to
foster responsible attitudes and behavior,

S. Paternity Establishment

a. Sates will be required to establish as many paternities as possible at the
time of birth, regardless of welfare or income status. Voluntary in~hospital
programs and civil procedures that offer muliiple opporntunities for voluntary
consent will be strongly encouraged for all out-of-wedlock births. States will
have the option to make acknowledgment of patemity mandatory for all bisths
paid for with public funds, and/or aliow hospitals to require blood or saliva
tests in every out-of-wedlock birth,

b. We will expect 100% paternity establishment by the yvear 2000, After that
date, states will lose funds for failing to mecet the target, and will have the
option o restrict goverunent benefits to those with two legal parents. (A
national media campaign will be used to emphasize the benefits of paternity
establishment.)

¢. No child born one year after the enaciment of this law will be eligible for
AFDC until paternity has been established. In cases where paternity has not
been established, mothers will be expected to cooperate in identifying the
father, and a presumptive determination of paternity will be made at the time
of application, except where the putative father appears for a blood test and can
prove otherwise. Emergency assistance will be provided in cases wehre the
determination of paternity is delayed for reasons beyond the mother's control.
Exceptions will be made for cases of rape, incest, or endangerment of the
mother and child.

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

2



requirements {on both parents}, or shorten time limits for parents who have additional
children while on AFDC.

Title [1I: JOBS PLUS

1. All new applicants will be required to do supervised job search through the Labor
Dept.'s One-Stop program for 90 days before receiving benefits. Emergency assistance will
be available in special cases during that period. (States have the option to relax assct rules
for emergency cases.)

2. After 90 days of job search, applicants may receive benefits, but everyone must do
something in return ~- education, training, job search, work, community service, etc. The
definition of activities can be loose, but mandatory participation is essential. Benefits will be
paid in the form of a paycheck for hours of activity; the number of required hours will be
benefits divided by the minimurm wage. Additional JOBS funds will be provided in the form
of & higher match to states that meet high participation targets. Job scarch and placement wiil
be available at any time,

{Phase In ... new applicants???]

3. After 21 months on AFDXC, svery able person will receive notice that they are
approaching the time limit and must begin three months of job search. (States will have the
option to reguire work and/or job scarch sooner.)

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

a. A jobs consortium will have broad flexibility to find and create jobs:
—— One~year OJT vouchers that would pay emplovers 50% of wages and
training up e $5,000, provided the employee is still working after one year.
- Private employers receive one~year exemption from health care mandate (or
increased small business subsidy) for any new employee they hire through the
jobs consortia,
~- Work supplementation or grant diversion.
~= Performance~based payments to private companies, non-profits, and state
welfare agencies for successful placement in private sector jobs.
~- Block grants to jobs consortia for ¢hild care and other work suppornt
services, $o that a consortiure can use the social service funds to create
commumity service jobs. Community organizations, churches, and other non—
profit institutions willing fo provide community service jobs can compete for
black grants and/or jobs consortium status.  Perhaps use national service state
councils to help idemtify community service empioyers,
-- Strict Himits on administrative costs, based on nations! service legisiation.

3



b. All community service jobs will be on a pay per hour basis; 20-30 hours minimum
{state option). I no job slot is available, state must pay recipient 1o do supervised job
search, and will receive a lower federal match.

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

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

¢. States have the option 1o contract out the eatire post~transitional period to a
statewide public-private consortia or an organization like America Works, along the
same terms as the block grant,

5. Sanctions/Refusals: Throughout the process, sanctions will be imposed on the
whole family. In cases where this endangers children, they will be placed in foster care or in
group homes. Anyone who ¢an work who refuses to work at the end of the time limit — or
refuses to show up for required activities during the two-year period will no longer receive
cash benefits. They will still be eligible for an in~kind Children’s Allowance —— food stamps
and 3 housing voucher which together represent no more than 50-66% (state option) of their
pre-sanctioned benefits, g

Title IV: Reinventing Government
* EBT anti-fraud
* Weifare simplication
* Performance incentives. Move to performance~based system.
* Reguire % of money 10 go into Community
* Waiver ideas

Titte VI: Financing
* Existing funding streams: Title XX, FTPA, Pell, ctc.
* Welfare for aliens
* Prop school crackdown



Welfare Reform Ideas
September 13, 1993

Welfare Prevention

* Require hospitals {(and pre-natal care} to ask paternity ( i g pn!'mq’q cs\‘*—[»-\cf
* LEAP-style reward/sanction proposals all efuw 5'*"")
* Require parenting agreements for divoree {and desertion}
* No AFDC for teens under 18 (state option)
—= tequire (o live in houschold ~- or get married
* No second-generation AFDC: if your mother's on AFDC, you can't be.
* Noisy public service campaign re: EWAWKI
* Birth control for aduits over 18
* Drug treatment plus permanent (S—-year?) loss of cligibility for going back on drugs

* Phase out AFDC at 8~10 instead of 18 {for o/w?)

* Phase out AFDC for o/w hinths in states that have aggressive teen pregnancy/birth
control campaigns

* Make other federal programs conditional on avniding unwed pregnancy

AP CS suptn ot ol bighs—— /
Moo 0 1077
* ReGo title: % W C/‘#/

- simplification of rules, paperwork, manuals, forms; l//) ,
—~ review programs to redeploy caseworker overlap A ’
-- broader waiver authority for Labor, other programs

* Lift asset rule

* Change CS pass~through

* Reduce work & marnage disincentives

* ERT anti—fraud initintive

Reforms

. Welfare~to-Work
* Two tracks: Fast-frack off in 6 mos.; work support off in 2 v,

* Social contract (work plan):

—= Acknowledge paternity

~=- Agree 1o immunize, attend parent~teacher confs, keep kids in school

—~ Sanction if your kid drops out for no good reason, or has a child of her own
-~ Parenting classes

-— State has night 10 reduce benefits if you have miore kids



L

* {ive states the option of eitherz o o Wk"”
jli

1. Work Supplementation pro to guarantee that we'll pay half your salary and
provide HC for a vear if you take a5+ nfmonr-wage-tob. (Saves employer
$7,500/yr.)

~w Only available afier 6mos-1yr o5 AFDC. Has 16 be opening or new job.
-~ }f you quit or are fired for cause, you can't go back on AFDC. [f you're laid off,
you can get Ul and/or CWEP.

2. OR states can use same money {$4,000) for America Works-style bounty so long
as majority in program are LTers and stay in job 6 mos. or longer,

* Amend E-zone jobs credit 10 give preference 10 AFDC?
* States have option to cut off CWEP job after 2 yrs,
* Mandatory participation, phased in by county

* Children's allowance or deduction? {only if paternity established; only if
working/earning?)

* Sanction: No work, no HC?? (or other benefits?)

* One~stop shopping Welfare~to-work training card

Child Support

* No OS5, no HC {or no health security card}

* No CS, no drivers license, professionals licence, credit card

* Require states 10 reinvest CS incentive §

* mandatory wage withholding

* Lamits on lawyers fees in divoree ¢ases

* State registry

* No one who can pay should be able to leave family on AFDC (or make fathers with
kids o AFDC liable to pay govt back}
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Summary Outline
JOBS First
QOctober 18, 1993 DRAFT
TITLE I THE NEW SOCIAL CONTRACT

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

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

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

4. Assistance can include job search, job placement, education, fraining, child care,
community service, parenting, and family planning. Responsibilities can include a
commitmen! to participate in an agreed-upon plan of job search, training, high school, drug
treatment, parenting classes, community service, deferred childbearing, and work.

TITLE 1I: PARENTAL RESPONSIBILITY

1. Child Support

a. Several of the reforms recommended by the Child Support issue group, but
not full-scale child support insurance. )

b. States can require non~custodial parents with children on AFDC 1o pay up
or work off their obligations. Any child support insurance demonstrations must
have this component.

¢. States can also make payment of child support a condition of other
government benefits.

2. No AFDC for Minors: No one under the age of 19 will be eligible to receive
AFDC as a case head. Minors will be expecied to live with their parents or in other
supervised settings.



3. Parenting: States will have the option 0 require parents on welfare to fulfill their
parental responsibilities, including enrolling in parenting classes, attending parent-—teacher
conferences, and ensuring that their children {including adolescent children) are immunized
and receive annual checkups.

4. Pregnancy Prevention

a. Schools receiving Chapter 1 concentration grants will be required to establish
school-based or school-linked health clinics that provide counseling, bealth
screening, and family planning services to adolescents.

b. Older welfare recipients who went on welfare as 1een mothers will be
recruited and trained to serve as counselors as part of their community service
assignment.

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

d. Family planning services will be made available for adults.
S. Paternity Establishment

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

b. We should seck 100% patemity establishment by the year 2000, After that
date, states will lose funds for failing to meet the target, and will have the
opiion to resirict government benefits {o those with two legal parents. A
natjonal media campaign will be used to emphasize the benefits of paternity
establishment.

c. No child born one vear after the enactment of this law will be eligible for
AFDC until paternity has been established. In cases where paternity has not
been established, mothers will be expected to cooperate in identifying the
father, and a presumptive determination of paternity will be made at the time
of application, except where the putative father appoars for a blood or saliva
fest and can prove otherwise. Emergency assistance will be provided in cases
where the determination of patemity is delayed for reasons beyond the mother’s



control. Exceptions will be made for cases of rape, incest, or endangerment of
the mother and child.

6. Family Limits: States will have the option to establish family caps for parents who
have additional children while on AFDC.

TITLE 1il; JOBS FIRST

1. All new applicants will be required to do supervised job scarch (potentially through
the Labor Depts One-Stop program) for 90 days before receiving benefits. Emergency
assistance and other support services will be available if necessary during that period. (States
have the option to relax asset rules for emergency assistance.)

. 2. After 90 days of job search, applicants may receive benefits, but everyone must do
something in retumn —— work, education, training, job scarch, community service, ¢tc. States
can choose from a variety of models:

a. Everyone Docs Something: Under this apzim; the definitton of activities can
be loose, but everyone has to do something for 20~30 hours a week.

b. Work First: States may instead put recipients fo work immediately in
community service jobs, where they can carn generous training credits.

¢. Work or Train:  States can assess each mdividual's needs, and assign
recipionts ¢ither 10 training or community service.

Under each of these options, job search, job placement, and work support must be
available at any time. Training programs should require a high school degree or lead 10 2

high school degree.

3. After 21 months on AFDC, every able person will receive notice that they are
approaching the time limit and must begin three months of job search. (States will have the
optien to require work and/or job search sooner.)

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

a, A jobs consortivm will have broad flexibility to find and create jobs:

-~ One~year OJT vouchers that would pay employers 50% of wages and
training up to $5,000, provided the employcee is still working after one year.
—- Private employers receive one~year health care subsidy for new employees
they hire through the jobs consontia,

— Work supplementation or grant diversion.

3



-~ Performance~based payments (o private companies, non-profits, and state
welfare agencies for successful placement in private sector jobs.

- Block granis to jobs consoriia for ¢hild care and other work support
services, $o that a consontium can use the social sarvice funds to create
community service jobs. Community organizations, churches, and other non~
profit institutions willing to provide community service jobs can compeie for
biock grants and/or jobs consortium status. Perhaps use national service state
councils to help identify community service emplovers.

-~ Strict limits on administrative costs, based on national service legisiation.

b. All community service jobs will be on a pay per hour basis; 20~30 hours
minimum {state option). If no job slot is available, state must pay recipient to
. do supervised job search, and will receive a lower federal match.

¢. Community service jobs will be limited to one year. At the end of that time,
states have the option {6 reduce or eliminate benefits. They will receive a
reduced match for anvone stll on the rolis,

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

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

5. Sanctions/Refusals: Anyone who refuses to show up for required activities during
the two-vear period, refuses to work at the end of the time limit, or reaches the end of the
one~vear post~transitional community service job will no longer receive AFDC cash benefits.
Instead, their children will be eligible for an in~kind Children's Allowance — food stamps
and a housing voucher which together represent ne more than 50-66% {siate option) of their
pre-sanctioned benefits,

TITLE IV: REINVENTING GOVERMMENT
1. Welfare Simplification: Adopt APWA regulatory and legislative proposals,
including application, redetermination, and reporting strcamlining {one

income/assctfverification requirement).

2. Performance Incentives: Move 1o a performance-based system in which states are
reimbursed for clear performance measures, such as the number of people moved off welfare



intd private work; reduction in rate of teen or out~of-wedlock births; EITC payouts;
pereentage of children immunized, rate of paternity establishment; etc.

3. Fraud Reduction: Expand EBT to include AFDC payments, and crosscheck benefits
against W-4 wage withholding records.

4. Community Empowerment: Use existing social service funding streams to create
jobs and stimulate economic development in communities with high welfare populations.
Give microenterprise granis to new or expanding businesses that agree to hire half or more of
their new employees off of welfare. Reguire public housing authorities (0 spend a partion of
their housing rehab money to hire welfare recipients.

5. State Flexibility: Allow waivers for states to consolidate employment, training, and
JOBS resources.
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Summaxy Outline
Work First Option
October 15, 19493

Principles
* No more welfare checks, only paychecks
* Governments don't raise chiidren; parents do
* Any jobk is better than weifare
* Ng federal benefits for parents who refuse 1o work

Title I: The New Soglisal Contract: O-R-C
* Evyeryone required €o sign social contract
* waelfare Prevention: Bellie's list plus immanizatisn,

school attendance, parenting olasses ;quﬁa‘ :;,m”wgfg;@mg éﬁ,
* Sanctions/rewards for behavior QQ(&;Q\ lesds 3 sehaof

Title II:; Parental Responsibility
* No €8 w/o paternity
* Required work/boot camps for ncps w/kids on afdc k&?prwﬁ g}&wﬂ
* Eliminate federal benafits for ncps [cost savings?j

Title I1I: Work Firgt

* 3-6 mos. supervised job search before entering JOBS
program,. Paycheck for hours of gearch. [Budget savings]

* 12-18 mos. in JOBS, States have option to base JOBS
around training, work, etc. Pay for performance :

* Phagse-in: begin with new applicants.,

* States can designate up to 10% disabled

Title IV: Job Banks

* After 2 yrs, all who gan work must work. First, 3 mos.
supervised job search. Must take private job if offered.

* Remaining reciplents must take job for 1-2 vrs. from
public~private jobs consortisa. States can run or contract ocut Lo
America Works., Give pools money for child care. 037 wouchers
for up to 1 vr., or wage supplementation.

* If no jobs available, they can receive pay for supervised
dob search.

* Dropouts and refusers receive in-kind Children’s
Allowance, which cannnt excead 75% of pre-offense benefits.

Title V: Reinventing Government
* EBYT anti~fraud
* Welfare simplication
* performance ingentives. Move to performance-pased system,
* Regquire % of money o go into community
* Wailver ideas
Title VI Financing
* Exrlating funding streams: Title XX, JTPA, Pell, etc.
* Waelfare for aliens
* Prop school corackdown



ritle ¥: Prevention
Minor Parents

-~ No one under the age of 1% will be eligible to receive
AFDC as a case head. Minors will be expected to live with their
parents or in other supervised settings. Good cause exceptions
will be permitted.

Paternity Establishment &U%JJcbmc

~ States will be reguired o establish as many paternities
as possible at the time of birth, regardless of welfare or income
status. Veluntary inwhaspiﬁangrogxams and civil procedures that
offer multiple opportunities for voluntary consent will be
strongly encouraged for all out~of-wedlock births. The benefits
of paternity establishment will be emphasized, including the
restriction of most government benefits in the future to those
with two legal parents. A media campailgn would be used to

disseminate this message. St ophinn w ovaeddnn, & pllidey Loded 4.8y

- No child born one year after the enactment of this law
will be eligible for AFDC or other federal benefits until
paternity has been sstablished,

~ In cases where paternity has not been sstablished, mothers
will be expected to cooperate in identifying the father, and a
presumptive determination of paternity will be made at the time
of application, except in cases where the putative father, upon
notification, appears for a blood test and an immediate hearing
to prove otherwise.

- Emergency assistance will be provided in cases where the
determination of paternity is dslayed for reasons beyond the
control of the aother.

- Exceptions will be made for cases of rape, incest, or
endangerment of the mother and child.

A Hew Social Contract

- All parents applying for A¥DC will be regquired to sign a
contract specifying the types ¢f assistance t¢ be provided and
their obligations. Assistance gan include job placenment,
education, training, child care, social services including family
planning, and community service copportunitiess. Obligations can
include a commitment to participate in an agreed-upon plan of job
search, training, drug treatment, parenting classes, community
service, and deferred childbearing. 2.y fiadt

- States that do not live up to their part of the plan will
be reguired to provide benefits without obligations. Individuals 7



that do not live up to their part of the plan can be sanctioned
(denied benefits).

~ Sanctions will be imposed on the whole family. In cases
where this endangers children, they will be placed in foster care
or in group homes.

At~y isk Teenagers

-~ ALl schools receiving Chapter I concentration grants will
be required to establish, in conjunction with the Public Health
Service {?}, school~based or school~linked health c¢linics that
provide couselling, health screening, and family planning
services to adolescents.

- Qlder welfare recipients who began a welfare spell as a
teen mother will be recruited and trained Lo gerve as counsellers
and aides in the clinics as part of their training and community
service assignment.

- Funding for these services will be provided 0 that they
can be made available free of charge to everyvone attending a
Chapter I ¢oncentration school.

- Support will also be provided to nonprofit community-based
organizations that establish innovative programs that use peer-~
group activities tc foster responsible attitudes and behavior
among this group.

-



EXECUTIVE OF F I CE O F T HE FPRESIDENT

12~0¢t~1993 Q4:57pm

TO: Bara B. Walters
TO: Stacy L. Dean

TO: Richard B, Bavier
FROM: Isabel Sawhill

Cffice of Mgmt and Budget, HRVL

CCs Kaith J. Fontenot
CC: Barbara 8. Selfridge

SUBJECT: walfare refornm

I have set up a meeting on Thurs., at HHS at 3 p.m, {details to
come from Wendy) with the c¢ost estimating staff,

In the meantime, you may want to ponder the following plan as one
that I would be interested in costing out in a rough way and
digcussing tomorrow., (I realize you would need much moye time and
many more details to get a decent estimate; I'd just like to make
whatever progress we can.,)

1. No AFDC for anyone under age 19 {although a new baby can become
part of the grandparents’' grant, if she is on AFDC),

2. NHo AFDC for anyone for whom paternlity is not established.

3. Structured job gearch assistance for all new applicants before
they are accepted on to the rolls. (Note the estimates and gources
in ROL memo on worker profiling which I will send over.) This
should reduce the “entry rate.”

4. EBducation, training, and CWEPs for up to two vears for those
who 4o not find a job -- similar to JOBS but funded more
genarcusly {(can use different assumptions here}. Requirement that
gveryone reesnraell in structured job search at the end of the two
vear period {or sariier 1f appropriate).

5. No AFDC after twe yesars; guarantee of one year of a minlnum
wage Jjob at an average of 30 hours a week for all those who reach
the time limit without finding a private sector job. Health care
and ¢hild care provided {(if necessary} but no EITC,

6. Beyond three years, an in-kind package {(equal to 75% of average
AFDC benefit for the country as a whole} including Food Stamps and
a housing voucher. Some sgocial services and health care would also
be available (but not paid for in this plan}.



EXECUTIVE O¥ F I CE QF THE PRESIDENT

12~0et-1993 06:03pm

TO: Bonnie L. Deane
TO: Bruca M. Reed
TO: Kathryn J. Way
FROM: Isabael Sawhill

Office of Mgmt and Budget, HRVL

SUBJECT: welfare reform

FYI, I'm having my staff try to oost cut the attached. It can be
amended once we have a basic plan to work from.



EXECUTIVE CFFICE OF THE PRESIDENT

21-5ep-31893 11l:23an
TO: Isabel Sawhill
FROWM: Isabel Sawhill
Office of Mgmt and Budget, HRVL

SUBJECT: welfare options

Responsibility Options
1. Minor mothers should live under adult supervision
a. mandate states to require
b, elininate AFDC eligibility entirely for this group

2. Reguire participation by teens in education, training, work,
school, parenting education immediately

3. Make time limits simple, predictable, and certain
4. Prvide strong incentives for paternity establishment
a. lower federal match rate for cases without
b. lower benefit levels for cases without
iz, carrots {instead of sticks) for both of above
Opportunity Options
1. Family Planning (including abortion/adoption)
2. Enterprize Zones
3. Head Start, Bducation, Training Initiatives

4. Jobs Program similar to YIEPP

5. 1 Have A Dream Type Programs (Rewarding success not failure)
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October 4
A Wish list: Bold indicates topics discussed so far

I. Change the universal social contract: Responsibility and opportunity.

Universal, opportunity/responsibility framewerk with a specific contract
for recipients of cash assistance
Sign the contract. (Mother, Father, Children?)
QOutlines individual responsibilities, gov't résponsibilitics
Obtain samples from MI, NJ
National campaign to inform people of new contract, csp teens
Use tap singers, movie stars, peer groups

II. Responsibilities:

*

Net

%‘V zM

Free birth control for all adults over 18,
Parenting requirements: immunization, school attendance, drug free home, elc.

Minor mothers cannot receive welfare; an adult must supervise and apply an their
behalf, (do teens get welfare if parents make $100,0007)

Require teens to participate from day one in a employment, home management or
parenting activity immediately as a condition for receiving benefits. (Progress or
participation requirement?)

(110 .1 T sn

cut daycarc if teen drops out of school

i er participation in jolz__égwschool
¢ sg{ﬁ&Wﬂﬂ.kﬁnw@mgh@

require state to enforce school attendance, eg. limit driver's license

Paternity and child support payments should be effectively mandatory.
All federal aid programs involving children must ask paternity at application time.
Sct objectives and let states choose the path:

Sticks: No match funds for cases with no paternity establishment.
&% f %gams can recoup retroactive match when paternity is established.

W Statcs mc judicial to administrative procedure

— CMQ

States can lower/deny bencfits to individuals with no paternity.
Medicaid babies must have DNA paternity establishment in hospital.
Streamline determination and modification of child support payments.

. ﬁ W Fathers can be supoenaed for spit test
/4)’ Provide separate checks for child support and AFDC



Fathers can be peaalized by withholding Health security card, drvers
licence, credit reporting agency

States should re~invest incentive dollars

Wage withholding/State registry

Limits on divoree fees

Require child support plan for every divorce

Fathers liable for entire cost of AFDC?

® Marriage disincentives: Single parenis should not have preforential treatment,
We should focus on learning through waivers angd experimentation.
- Refundable child care credits for working parents are preferable to child
support assurance for single parents. Ul for child support payers (split between
parent and child) is even more preferable as an insurance scheme. Work
related, no marriage penalty.

Work able

® Family Unemployment Insurance (FUI): If you have worked recently and are now
looking for work you have met your responsibility and should receive income support.
OMB/DOI/NEC to develop 3 options: deficit neutral, ideal and mid-range.

If you have not recently worked, getting your first two years of welfare should be like
a public job. You show up and GET PAID ONLY FOR THE HOURS YOU PUT IN,

Parents are given two years of initial opportunity for a "Public Job” which helps them
to become more employable.  You may be asked to watch ¢hildren, job hunt, do

community service, or get trair‘:ing. -
-

If you are not capable of performing to cxpectations in a’pay per hour ;amgb you

have much less freedom: residential boot camp, in—kind &Sistance only, or other
remedial options. No able bodied person can collect cash and watch TV all week.

No pay for providers of EAT services until after placement in a job lasting 90 days
Make time limits simple, predictable, certain. (Different limits for different people?)
if you do not take a temp job from the Jobs Consortia after the time limit, then...

What happens after the time limit, state choice, national minimum?

Different expectations/system for the temporarily or permancently disabled. Don't have
to work, but can try to work without punishment. Need different program with belter
disregards? Continuing review of eligibility.

\/0 (et Fred, HowiyVoneley )



III. Opportunities:

It the welfare program

60-90 day reprieve from asset limits with strong job search (family Ul program? Give
generous cash assistance, with job search, few other strings to those with a wark history?)

Raise and index asset limits for many current opportunity programs.

Up to six months of an intensive program (residential, comprehensive family, crisis
intervention, ctc.) for adults who drop out of the mainstream, 2 yr, pay per hour program.

Team based approaches to community service work requirements, other services.

Pay bounties for placing and keeping welfare recipients in jobs (America Works, Project
Match, welfare department...)

Offer employers one year of welfare check as a wage supplement

Consortia: Small pool of public, private and mixed jobs. For end of time limits

Family planning (abortion, adoption, norplant)

Jobs program similar to YIEPP, I have a dream type programs (Reward success not failure)
Enterprise Zones

One stop shop for employment and training assistance

Head Start, Education, Training Initiatives (School to Work)



A Wish list: Is this inclusive? Can we prioritize Lt?

I. Change the social contract: Responsibility and opportunity.
- offer second chance in exchange for commitment to use it
- get new applicants (o sign the contract.
- national campaign to inform people of new contract, ¢sp teens.

I, Responsibilities:

Minor mothers cannot receive welfare; an adult must supervise and apply on their
behalf, { think we all strongly agree on this ope~~it was on everyone's list.)

Require teens {(why not evervone without UI?) to participate from day one in a
employment, home management or parenting activily immediately as a condition for
receiving benefits, Pay for hours worked only.

If you are not capable of performing to expectations in a pay per hour ymgram, you
kave much less freedom: residential boot camp, in~kind assistance only, or other
remedial options. No able bodied person can collect cash and watch TV all week.

Single parents should not bave preferential treatment.
- Child support payers should be cligible for re-employment plan, EITC and
other supports. Where are all the marriage penalties?
- A parental UI systern should not have a marriage penalty,
- Refundable child care credits for working parents are preferable to ¢hild
support assurance for single parents. Ul for child support payers {split between
parent and child) is even more preferable as an insurance scheme, Work
related, no marriage penalty.

Community service requivements may be a condition of benefiis.

Parenting requirements: immunization, school attendance, drug free home, ather?
Make time limits simple, predictable, certain. (Different limits for different people?)
What happens after the time lmit: state choice, national minimuom?

Provide for paternity and child support payments should be effectively mandatory.
lower match rates and benefit levels for cases with no paternity.
carrots for both states and individuals with paternity.
medicaid babies require paternity establishment.
administrative process for gearing support payments to income level. Make jt
easier for men & women to do the right thing.
100% of payments to children (unless benefits are high in 2yr program?).



1. Opportunities:

60~90 day reprieve from asset limits with strong job search {Is this similar to the family Ul
program? Give generous cash assistance, with job search, fow other strings to those with a
work history?)

Raise and index asset limits for many current opportunity programs.

Up to cight months of an intensive program (residential, comprehensive family, crisis
intervention, otc.} for adulls who drop out of the mainstream, 2 yr, pay per hour program.

Pay bounties for placing and keeping welfare recipients in jobs (America Works, Project
Match, welfare department...}

Offer employers one year of welfare check as a wage supg;k;meut
Surall pool of public, private and mixed jobs.

Family planning (abortion, adoption, norplant)

Enterprise Zones

One stop shop for employment and training asgistance

Head Start, Education, Training Initiatives (School to Work)
Jobs program similar 10 YIEPF

I have a dream type programs (Reward success not failure)

Team based approaches o comumunity service work requirements, other services.
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A Wish list: Is this inclusive? Can we prioritize 1t7?

L. Change the social contract: Respousibility and opportunity.

~ offer second chance in exchange for commitment to use it
~ get pew applicants o sign the contract, ~idiv- K.

~ national campaign to inform people of mew contract, esp teens. — Rep shnes

. Respansibilities:

PREVENRTION

Minor mothers cannot receive welfare; an adult must supervise and apply on their
behalf. (I think we ali strongly agree on this one~~it was on everyone's list.)

Provide for paternity and child support payments should be effectively mandatory,
lower match rates and benefit levels for cases with no paternity.
carrots for both states and individuals with patermity,
All (nedicaid) babies require paternity establishment in hospital.
adminisirative process for gearing support payments to income level. Make it
casier for wen & women o do the right thing,
100% of payments {6 children (unless benefits are high in 2yr program?}.

e pocet bl o KDE
Require {gens Ea participate from day one in a employment, home management or
parenting activity immediately as a condition for receiving benefits. (w/ LEAP-style
reward/sanctions.}

Single parents should not have preferential treatment.
~ Child support payers should be eligible for re—employment plan, EITC and
other supports. Where are all the marriage penalties?
- A parental Ul system should not have a marriage penalty.
- Refundablie child care credits for working parents are preferable to child
support assusance for single parents. Ul for child support payers (split between
parent and child) is even more preferable as an insurance scheme. Work
related, no marriage penalty.

WORK ABLE

If you have worked recently and are now Jooking for work you have met your
responsibility and should receive Ul or a special family UT support,

if you have not recently worked, getting your first two years of welfare should be like
a public job. You show up and get paid for the hours you put in. Parents are given
two years of initial opportunity for 2 "Public Job” which helps them to become more
employable., You may be asked to watch children, job hunt, do community service, or
get training.



If you are not capable of performing to expectations in a pay per hour program, you
have much less freedom: residential boot camp, in-kind assistance only, or other
remedial options. No able bodied person can collect cash and watch TV all week.
Parenting requirements; immunization, school attendance, drug free home, other?
Make time limits simple, predictable, certain, (Different limits for different people?}
If you do not take a femp job from the Jobs Consortia after the time limit, then...
What happens after the time limit: state choice, national minimum?

[ ] DRISABLED PERMANENTLY. OR TEMPORARILY
Different expectations/system for the temporarily or permanently dissbied. Don't have

to work, but can try to work without punishment. Need different program with better
disregards? Continuing review of eligibility.

1. Opportunities:

. In.the welfare prosram

60-90 day reprieve from asset limits with strong job search {(family Ul program? Give
generous cash assistance, with job search, few other strings to those with a work history?)

Raise and index asset limits for many current opportunity programs,

Up to six months of an intensive program {residential, comprehensive family, crisis
intervention, etc.) for aduits who drop out of the mainstream, 2 yr, pay per hour program.

Team based approaches to communily service work requirements, other services.

Pay bounties for placing and keeping wellare recipients in jobs {America Works, Project
Match, welfare department...}

Offer employers one year of welfare check as a wage supplement

Consortia:  Small pool of public, private and mixed jobs. For end of time limits

Family planning {abortion, adoption, norplant)

Jobs program similar to YIEPP, I have a dream type programs (Reward success not failure)
Enterprisc Zones

One stop shop for employment and training assistance

Head Start, Education, Training Initiatives (School to Work)
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AFDC AS A REEMPLOYMENT SYSTEM
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mmjp- | - Objective Disability Criteria

Family Unemployment
Insurance

Parents earn 1 week for 3
weeks worked; 6 months

Private Sector
Jobs
o

EITC

loyment Program

+ Participants paid up to 20 hrs at minimurm wage for eligible activities;
- Supervised job searchiJob Cludy, employment, iraining or education
- Caring for kids in Job Club; Mead Stanrt voluntesr

« Lp to two years of eligibility (New ciock after 8 yvears)

*WMM

= No shows dirested &0 intengive sounseling

~ Residential boot camp « Chaperoned ving for unwed mothers

- Family srisis intervention - Minimal benefits for parents who are

~ Refarrals o disabilily program iresponsible or refuse 0 participate
{misdiagnosis)

Work-Friendly S8! Program
» Rehabs/dryout

» Work incentives

= Continuously review eligibility
» More generous disregards

Jobs, marriage
parents, retirement

memmssseiia.---
- First child under 3 years
- Caring for disabled

- Physical disability

- Substance abuse
Mental disabili

Public &

Private
Temporary

‘Jobs
Consortia



September 30, 1993
\

MEMORANDUM FOR BONNIE DEANE
FROM: . BRUCE REED

SUBJECT: Comments on NEC Jobs Group Draft [ssues Paper

Here are a fow wrilten suggestions 1o add to my gencral praisc of your group's
recommendations,

I like your basic approach at the Bont end of focusing on immediate reemployment.
My suggestions concern what happens at the back end.

A Jobs Consortia

1. You should highlight the Jobs Consortium idea {p. 13} as a recommendation, not
onc of two options. This jobs bank is not an alternative to creating public seotor jobs; {t's a
way to make sure that those jobs are meaningful, well-run, and a last resort, If's as big an
idca at the back end ag FUT is at the front end. Put it in capital letters so poople will take
notice. ;

2. You should stress that as Paul Dimond and 1 lcarned this weck, community service
jobs should be administered through non-governmental organizatiens wherever possible and
should have minimal administrative costs -~ just wages and child care. (National Service
actually makes community organizations pay 15% of wages.)

3, You might raise the possibility that we could make challenge grants directly 1w the
Consortia, based on the number or percentage of people they place in jobs (csp. private scctor
jobs). The Consortia could also be given a lump sum to cover child care, and use the funds
to create jobs for child care workers,

B. Job Creation and Incentives

I wish you wouldn't come down so hard on employer incentives (pp. 17-18). The
TITC hasp't worked, but the idea has never been coupled with a work requirement before.
The basic argument against emplover {ncentives —— that they're stigmatizing ~~ is beside the
point here:  Anyone who has been on welfare for 2 years will have to overcome that stigma
anyway, and some kind of incentive might help.  You don't have to endorse the idea, but you



shouldn't devote your strongest language (in bold on p. 18) to denouncing an ilea we might
need later.

I likc your suggestion of paying wage subsidics to employees. I would phrase the
"less than minimum wage”™ option another way: Tell long—term recipients that we'll pay up {0
half their salary for a year if they get a permanesnt private sector job {the cap could be half
the minimuwm wage for 40 hours a week, which would equal the average AFDC grant in most
states).

We also may have a powerful tool we never had before: the ability to exempt
employers from the health care mandate for a year if they hive people off AFDC.

It's not fair 1o characterize these incentives as a windfall to employers: i they work,
they're a windfall for government, which doesn't lose anything because it would be paying to
support the same people anyway, (Besides, if we think these incentives are a windfall for
cmployers, why did we just ask for 82 billion in employer incontives in Empowcrment
Zones?)

Your suggestions on private groups and on performance bonuses arc very good. Yoo

might give America Works a more ringing endorsement,

Thanks for all your hard work, You have done a remarkable job on the toughest
assignment.



THE WHITE HOUSE

WAS HINGTOM

October ‘]4, 1993

MEMORANDUM FOR DISTRIBUTION

FROM: BONNIE DEANE

Please critique the attached draft for possible inclusion in Bruce's Welfare
option, Thank you. ‘

Distribution

cPaulDifond—>
Judy Greenstone
Belle Sawhill
Doug Ross . -
Kathy Way .






AN END TO WELFARE As WE KNow IT

- In your campaign, you set forth two ideas with the potential to transform the
lives of millions of Americans: that people who work shouldn’t be poor, and that no
one who can work should stay on welfare forever.

These ideas represent a sweeping pokitical, economic, and moral imperative for
your Administration: to reward work and family, demand personal responsibility, and
build broad and lasting support for programs that empower people and break the cycle
of dependence.

We know the problem: over most of the past three decades, Washington has bur-
dened the poor with social policies that penalize work and reward failure, economic
policies that favor the rich and punish the poor, and a welfare system that saps initia-
tive and undermines personal responsibility. The Los Angeles riots last year proved
that the greatest risk of all is doing nothing.

In other chapters, we address empowering the poor by improving the communi-
ties in which they live: community development banks, tenant management of public
housing, community policing to put 100,000 cops on the beat fighting crime. This chap-
ter is about what the Clinton Administration can do to make work pay, inspire personal
responsibility, and end welfare as we know it.

Political Background

During the campaign, you put forward an empowerment agenda that is pro-
family and pro-work, including pledges to expand the Earned Income Tax Credit
(EITC), make affordable health care available to all, crack down on child support
enforcement, and reform the welfare system to educate and train people, and require
- them to move from welfare to work within two years.

Many of these proposals will be well received in the Congress, where there is
much support for an expanded EITC and tougher child support enforcement. The cen-
terpiece of your welfare reform plan — the two-year time limit ~ will be more contro-
versial.

Four years ago, even though both the Reagan Administration and the congres-
sional Democrats supported welfare reform and organized opposition was scarce (the
Senate vole was 97-1), the issue tied up Congress for over a year. This time the task will
be more difficult. Public employee unions and most advocacy groups oppose work
requirements, and some on the Hill share that view. These opponents will not attack
the new Administration directly if they can help it, but behind the scenes they will
work to expand the exemptions, weaken the sanctions, and undermine the work



requirement.

. Due io these impediments, the support of the states will be eritical ~ even more
important than it was in 1988. Gov. Romer has offered his help, and Carol Rasco has
asked the NGA to set up a working group to help us develop a bill they can support.
Sen. Moynihan and Rep. Matsui {the new head of the Ways & Means subcomnnttee)
have fold us they support this strategy of enlisting state support.

Significantly, the Republican members of the Ways and Means Committee are
drafting a welfare reform bill that implements major parts of the Clinton proposal.
These Republicans are actually prepared to spend some real money on the program ($3
billion a year in the out years}, so it should be possible to develop a bill with bipartisan
and nationwide support,

Strategy

We believe the key to building public support for fundamental reform is time-
limited welfare. The key to getting the political support necessary to pass time-limited
welfare is to expand the EITC and strengthen child support. And the key to making
sure time-limited welfare work is to support and encourage flexibility, creativity, and
innovation at the state level.

We believe that you have an opportunity to enact the most sweeping changes in
poverty policy since the 1930s: a series of reforms that over the next 5-10 years will
replace welfare with work. We envision a plan that takes effect in stages: first, by mak-
ing work pay, eliminating work disincentives, and strengthening child support enforce-
ment; second, by giving people on welfare up to two years of education, training, and
job search assistance; and finally, by requiring all those who can to work, either in the
private sector or community service.

In the meantime, we would be building the pillars across the country to support
this system: a national service program with community service placement councils at
the local level; a health care system that makes affordable care available to all who
work; fuliy-funded early childhood intervention, nutrition, and health programs that
make sure all children, regardless of income, can come to schoo! ready to learn; housing
programs that give families a stake in how and where they live; and a child support
system that enforces personal responsibility through the tax code, not the courts.

That, at least, is the vision. Here are the hard realities of how to get there.



EXPANDING THE EARNED INCOME Tax CREDIT TO
MAxE WoRk Pay

The guarantee that no one who works full time should have to raise their chil-
dren in poverty involves two variables ~ the minimum wage and the eamed income
tax credit. On the one hand, the higher the minimum wage, the smaller the EITC needs
1o be in order to bring full-time workers and their families up to the poverty level. But
the EITC is a much more effective tool to fight poverty than the minimum wage. While
a Jarger EITC may cost more in direct outlays, its cost to the economy — and to poor
. people — is much less.

With indexing of the minimum wage at 1992 levels, it will take a $4 billion
increase in the EITC to lift all working families of average size out of poverty, If the
minimum wage is not indexed, it will cost another $500 million. This is a small price to
pay compared to the effects of an indexed minimum wage.

A National Crackdown on Deadbeat Parents

The Family Support Act of 1988 required states to 1) ask unwed mothers for both
parents’ Social Security numbers; 2} begin mandatory withholding; and 3} establish uni-
form state guidelines for child support payments. The law is working, so far as it goes

(collections are rising 10% a year), but the system is still a mess: Wa? are withheld in
only one of five cases where they should be. One absent parent in four s a deadbeat.
takes one 1o three years of red tape to track down a deadbeat, and even then he may not
pay.

The Bush administration has been slow to carry out the 1988 law. The federal
enforcement bureaucracy is a nightmare — one state complained to Congress about
~ cases it had referred to the IRS for collection in the late 19705 that still had not been
enforced. , :

We propose the following these steps to follow through on your campaign
pledge to “do almost anything to get tough on child support enforcement” and restore
the notion that governments don’t raise children, people do.

IRS Collection of Unpaid Support

The current enforcement system performs poorly, and federalizing it would cre-
ate a unified system in place of the current fragmented one which involves every
branch and level of goverrunent. But turning the existing child support system over to
the IRS would be a massive, costly, and unpopular undertaking. Even the staunchest
advocates of full federalization believe it is years away. They recommend that we fix
the problems with the current system before considering full federal control,
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As an interim step, we recommend keeping most enforcement activities at the
state level, but asking child support agencies to report unpaid child support obligations
to the IRS at the end of the year, to be collected through the tax system. We should
probably limit IRS intervention to interstate cases, where the states are least successful,

Tom Downey and most child support advocates would support expanding the
IRS role, but some think that going halfway would further fragment an already
unworkable bureaucracy. (David Ellwood, for instance, prefers experiments in child
support assurance, as described below.) The argument for moving toward IRS collec-
tion is that it has enormous long-term potential, and any additional enforcement would
" be better than nothing.

Other Child Support Reforms

In October, Congress passed one of your campaign pmpésais into law, making it
a felony to cross state lines to avoid paying child support. But much more needs to be
done. We recommend the following changes, which should attract bipartisan support:

. Requiring states to report deadbeat parents to major credit agencies.

. A national registry which would allow states to find non-custodial par-
ents who have moved to other jurisdictions.

. National guidelines so that child support awards do not differ markedly
from state to state.

» A streamlined paternity process involving paternity determination in hos-
pitals, use of a simple affidavit, and use of the administrative process for
contested cases.

. Tougher enforcement of medical support, including elimination of the
existing statute that allows self-insured companies to avoid providing
health coverage for the non-custodial children of their employees.

. A requirement that all states have central registries of all child support
orders and a central mechanism for collecting and disbursing payments;
also, employers should be required to report all new hires to the child

support agency; and ,

. Eliminating the current confusing incentives system, with money used for
this purpose folded into the regular | child support match
50 that the federal government picks up 85 percent of administrative
costs; at the same time, requiring states 1o spend their federal child sup
port enforcement funds on child support enforcement, instead of using

4



them to subsidize other programs.
Child Support Assurance Demonstration Projects

Many experts, including Elbwood, believe that time-limited welfare will work
only if it is linked to some form of child support assurance, which would guarantee that
single-parent families receive a certain amount of money per child, in refurn for identi-
fying the missing parent and helping track him down.

The advantages of child support assurance are clear: It would help the thou-
sands of children who go hungry when their fathers don’t pay, and it would give wel-
fare mothers a greater incentive to cooperate in seeking child support orders.

But the drawbacks are also clear: A national system of child support assurance
would be expensive (32-5 billion a year), and we don’t know whether it will work.
Many argue that fathers will be even less likely to meet their child support obligations
if they know that governument will provide for their children whether they pay or not,
and that child support assurance could encourage parents to have children or families
to break up in order to receive money In any case, government shouldn’t pmmlse to
make child support payments untxl it proves it can collect them.

We recommend a series of demonstrations to see whether child support assur-
ance works before committing to a national program. At the same time, we can mea-
sure how much our other initiatives do to improve child support enforcement.

ENDING WELFARE AS WE Know IT

The heart of your promise to those on welfare is:a radical transformation of
AFDC from a program that provides income maintenance to one that provides transi-
tional support and work. This proposal has three components: (1) everyone who needs
help can get up to two years of transitional assistance (job search, education, training,
child care} aimed at getting them off welfare; (2) cash benefits will be limited to two
years; (3} after two years, all those who can work will have to work.

Below, we outline three possible ways to fulfill the vision laid out in the cam-~
paign. You should judge them on at least four criteria:

1. Feasibility - Can the states make the program work in the time frame demand-
ed, under the constraints imposed and within the available funding? This is no small
challenge; as many as 1.5 million AFDX recipients could be required to work under this
program, and even CETA at its peak never topped 800,000 participants, CWEP, the
work component of JOBS, currently has only 13,000 participants nationwide.



2 Results ~ Does the reality match the thetoric? Have we ended welfare as we
know it? The reforms have to have wide impact to satisfy public expectations of a real
change and to prevent criticism of the program as ineffective. Many will judge success

by the toughest standard: the number of people who have moved from welfare to work.

3. Cost -~ Can we afford it? Qan the states afford it?7 And what will we really get
for our money? %

- 4. Flexibility — It is up to the states to prove that time-limited welfare can work.
Surprisingly little research has been done on the overall effects of work requirements on
AFDC recipients. Any national program must encourage all marner of experimenta-
tion at the state level.

OPTIONS FOR TIME-LIMITED WELFARE

Option 1: Universal Workfare

The most literal implementation of your promise would be to seek an immediate
two-year limit on all AFDC benefits and to move as rapidly as possible to implement a
nationwide work program for those who pass the limit. States would be required to
provide two years of education and training to all who need it, and comply with a rela-
tively rapid timetable for phasing in a work programn that would apply to all AFDC
recipients after two years, subject most likely to current JOBS exemptions.

Advantages: The best argument for this approach is that it would be a shock to
the system, and send a clear, immediate signal that you're sericus about ending wel-
© fare. Some reformers, including Mickey Kaus, believe that a two-year limit is itself too
lenient, and that phasing it in over a long period of time will dilute any impact. This
option would affect the largest number of people most quickly, and would give you the
best chance to point to large numbers of people moving from welfare to work. The cost
per person would also be lower, because most states would tum to workfare rather

than public jobs programs.

Disadvantages: This approach would require a massive, rapid phase-in of a pro-
gram with which the states have little successful experience. The faster the implemen-
tation and the larger the number of participants, the higher the cost and the greater the
odds that the program will be piagued by poor implementation, the appearance of
make-work, and 8o on,

This approach would also have a chilling effect on state experimentation with
creative welfare reform. The more the program demands of states, the less they will be
able to take on other challenges. Finally, because of the large scale programs, it would
be very expensive — at least $4 billion a year by 1995 on jobs programs alone — and the
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federal government would have to pick up most of the cost.

Perhaps the most compelling argument against universal workfare is that it
moves us no closer to your real goal, which is to move people from welfare to real
work, not just make them work for their welfare.

Option 2: Demonstration Projects

David Ellwood initially proposed a modest transition to time-limited welfare,
starting with ambitious experiments in a handful of states and gradually adding more
states over time as we learn what works. He fears that moving too quickly to a two-
year time limit nationwide will discourage innovation, overwhelm the capacity of the
system, and ultimately lead to workfare, which he opposes. He has outlined a more
cautious strategy:

1. Choose a dozen states that are eager to reform their welfare systems, and require
them to design policies that will reduce the fraction of reciplents who receive welfare
for more than 2 years by 25% without cutting benefits. Give the states considerable lati-
tude to experiment and redirect existing funds, 50 long as their plan dlearly encourages
- work and independence.

2. Requxre participating states to design a system that can track recipients” partici-
pation in employment and training. A comprehensive evaluanan plan will have to
accompany the state proposal.

3.  Require participating states to adopt some form of time-limited cash assistance
for those whn can work, Some states could adopt CWEP, while others could try time-
limited welfare followed by a pubhc /private jobs program.

4 Require all 50 states to dramatically improve their child support enforcement
system. Some would be encouraged to adopt child support assurance; all would have
to move rapidly to adopt 2 series of major reforms.

5.  Entice states to participate by offering a high federal match -— 90% or more.
Eventually, all states would be required to participate. In the meantime, we could enact
other changes that will help reduce the welfare rolls and make work pay: an expanded
EITC, tougher child support enforcement, and national health care.

Advantages: This approach has some appeal. It will encourage state experimen-
tation, produce useful results, and perhaps build both a political and academic consen-
sus for further action. It avoids the risk of creating a CETA-style workfare program that
could turn welfare reform into a national embarrassment ~ and it could be achieved for
2 lot less money ($500 million to $1 billion) and very little political capital. Ellwood
believes that the best time-limited welfare system is one where no one reaches the limit,
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~ and it would be a mistake to focus all our attention on makmg peep}e work instead of
moving them off welfare. :

Disadvantages: There are obvious drawbacks to any effort to slow-dance the
problem. First, asking a few states to conduct experiments in welfare reform without
enacting a two-year time limit will not end welfare as we know it. Many observers will
consider this issue the key test of whether you are willing to take on the status quo, and
pilot projects will be viewed as at best a broken promise and at worst a concession to
narrow inferests. More important, without a fwo-year time limit and a work require-
ment, the Clinton Administration will put off progress in the majority of states and

won't move many people from welfare to work.
4 H

Option 3: Phased-In Time Limits

This is the “modified demonstration” option. Some aspects of the program
would be universal: all AFDC recipients would be guaranteed up to two years of edu-
cation and training, and all new AFDX cases would have to go to work after two years.
But sweeping welfare reform expenments would be funded in a handful of states most
* interested in reform while phasing in national implementation of time limits for all
recipients over the next decade. -

i

Here are the key elements:

1 All AFDC recipients would be guaranteed education and training services dur-
ing the first two years of welfare receipt. '

2. As of the effective date of the legislation, all individuals coming onto the AFDC
rolls would be subject to a two-year time limit, afier which they would have to work (in
other words, the time limit would apply to all new cases).

3 A handful of states would be funded fo run five-year demonstration projects to
test and evaluate ways of implementing the work requirement and creative welfare
alternatives that are broader in nature. As in Ellwood’s plan, states would be allowed
to redirect existing funds for AFDC, food stamps, and other aid so long as the plan
encourages independence without reducing the incomes of most recipients. Rigorous
evaluations would be required, and the results of these would be made available to all
_ other states for use in designing their programs.

4.  Five years after the legislation becomes effective, all other states will submit
plans to the Secretary of HHS for phasing in the work requirement for those long-term
recipients already on the rolls on the bill’s effective date. This phase-in must, in all
cases, be completed by year 10. |

Advantages: This option gives states more time to gear up for the work require-
8 ! '



ment. Rather than forcing states to find work for 1.5 million people in a short time
frame, applying the requirement only to new applicants would affect 2 much smaller
group, according to unofficial CBO estimates:

Year 3 179214
Year 4 422,979
Year 5 609,543

This option establishes the principles of time limits and work requirements. It
fulfills your campaign comnutment since in time all AFDC recipients will be subject to
the work reqmmment {

Disadvantages: This approach will cost more than Ellwood’s option — $4 billion
a year by 1997. As with Option 1, states will still be hard pressed to find meaningful
work for large numbers of AFIXC recipients.

Summary

We favor Option 3 as the best way to encourage experimentation while requiring
broad participation. We believe this proposal can attract a wide range of support from
academics like Ellwood, policymakers like Senator Moynihan, and reform-minded gov-
ernors across the country. The details of such a compromise ap‘:zazz may be tough to
figure out, but we would like to explore these options and others in more depth with
the NGA and state welfare directors. ‘

OTHER ISSUES

Whichever option is chosen as the overall framework for welfare reform, a num-
ber of thorny design issues will confront us in dtaftmg a bill and affect how labor, the
states, and liberal advocacy groups ultimately view the program. Some of these issues
are mentioned below. _

Should ed:zcatzan and tmmmg during the first two years be mandatory?

Some will argue that the gaal of welfare reform should be to increase human
capital investment. They advocate making JOBS participation mandatory during the
first two years. This would be expensive and increase the burden on states,
Furthermore, as many as 30 percent of new AFDC recipients leave the rolls within the
first six months, 50 a mandatory program would spend resources on individuals who
are in the process of leaving welfare anyway, We recommend leaving it up to the states
to decide whether participation should be mandatory for particular groups, although
we should consider mandatory participation for teen mothers. We also urge job search
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programs, on the grounds that job placement is better than training.
What form should the work program take?

There are numerous models for work programs, and no definitive research as to
which is best. We recommend maximum state flexibility in designing the work pro-
gram. Options would include:

Community Work Experience (CWEF), or workfare, which involves working in a
community job for a number of hours determined by dividing the welfare grant by the
minimum wage. CWEP is relatively cheap and easy to target, but is unpopular with
public employees and advocacy'groups. ]

Public Service Employment (PSE), in which those who work are paid an hourly
wage, and those who do not work get nothing. Some aliowance would undoubtedly
have to be built in to continue providing for the children, but AFDC itself would end.
. PSE feels more like a real job, and is more popular with labor. If's also more expensive,
as labor will likely push for at least 125% of the minimum wage.

Subsidized private sector employment would clearly be the preferred model.
For years, AFDC law has permitted diversion of welfare grants to employers who hire
recipients. While states have never taken to this approach {employers complain about
the administrative burden), groups like America Works have been very successful in
moving people off welfare into private sector jobs.

We recommend letting states decide for themselves which kind of work program
to use for those who remain on the rolls after two years — Community Work
Experience (CWEP); Public Service Employment; subsidized private sector employ-
ment; or a combination. That will'assure a range of evidence for researchers to study.

Where will we find 1.5 million new jobs?

As with the national service program, community service jobs for AFDC gradu-
ates should not displace existing public employees. A Ford Foundation study in 1986
identified some 3.5 million potential labor-intensive jobs that could meet unmet public
 needs. But it still won't be easy to find jobs for welfare recipients. We will work with
AFSCME and service organizations to identify the types of work that should qualify,
and develop guidelines for dealing with the difficult issues of displacement that will

come up consistently throughout the country.

To reduce bureaucracy, the same local councils described in the national service
chapter couid be asked to find community service work for welfare recipients. One
day, it may be possible for those who are eaming their national service vouchers and

those who have moved off welfare into public sector jobs to work side by side,
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How much work will be required?

Currently, in low-benefit states, the CWEP work obligation is 50 short as to make
the program of little value {in some states it's under 10 hours a week). As a result,
about half the states have eliminated the program aliogether. We recommend adding
the value of food stamps to the AFDC grant in computing hours of work, or selting 2
floor on the number of hours recipients have to work. While this will be highly contro-
versial, it will also result in a more meaningful work obligation in all states (for mothers
with children under six, the work obligation would still be 20 hours/week, as under
current law). '

What is the sanction for not working?

The sancton for not working after two years needs to be more meaningful than

under the present CWEP structure. In Ohio, for instance, the average recipient assigned

~ to CWEP is supposed to work 80 hours per month. If she doesn’t, she loses $60. Since a

third of this is made up by an increase in food stamp benefits, the net loss is around

$40. In effect, for every hour she misses, she loses 50 cents, We recommend that the

states be required to design more meaningful sanctions, perhaps in the range of 30-50

percent of AFDC benefits. This should probably be designed as an automatic reduction
in benefits rather than a sanction fo make the program less unwieldy to administer.

Who should be exempt from work requirements?

The Family Support Act currently exempts mothers with children under 3, preg-
nant women in the last two trimesters of pregnancy, and several other smaller cate-
gories from JOBS participation. We recommend exempting these same groups from the
new work requirement with two exceptions: mothers who have an additional child
while on welfare would only be exempt until the child is one, and teen parents shouid
be exempted as long as they remain in school and are under 18 (it makes little sense to
force a 17-year-old welfare mother to drop out of high school because she has been on
AFDC for two years so that she can go to work]. Finally, the two year grave period
ought to be a one-time matter - recipients would not get another two years every time

~ they return to the AFDC rolls.

How should federal funding be structured?
I

Welfare reform of the magnitude being discussed will cost around $4 billion
when fully phased in — plus another $4 billion to expand the EITC. We can hardly
expect states to provide much of that welfare money when they have only been able to
spend two-thirds of the funds available to them in the existing JOBS program. One
option, of course, is to provide 100% federal money, but this reduces the states’ incen-
tive to manage the money carefully (or so it is said). A workable funding structure
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should be the subject of a working group with mpresentanves of the states (NGA &
APWA] prior to submission of Eegzslatmn

Should states be allowed to impose their own time limits on
community service?

Some Republicans may propose taking your idea one step further, by calling for
a time limit on public works programs as well. They will argue that our community
service proposal will prove to be a disincentive to working in the private sector, and
that instead of moving people off the welfare rolls, we will simply be paying them to
stay there. We can rebut this argument by making sure that mandatory job searches
are 2 component of any works program.

Othey Empowerment Initiatives

We should raise the AFDC asset limit from $1,000 to $10,000 for assets retained
for improving the education, training, or employability of family members, or for the
purchase of a home or change of residence. In particular, the value of an automaobile
that AFDC recipients are permitted to own needs to be raised from its present $1000.

You may also want to consider some kind of experiment in Individual
Development Accounts to help the poor save - gither 'Ei:my Hall’s demonstration bill
($100 million in federal matching funds for “the poor man’s IRA”"), or a more conserva-
tive pilot project that allows welfare rempxazxts who lose benefits when they go to work
to keep some portion of those benefits in an escrow account that could be used for an
education or first home.

Finally, we can begin to reduce the marriage penalty, by allciwmg mothers to
keep a portion of their welfare benefits when they get married (but mn.ly for the two-
year time limit).

A Note on Budget Estimates

We assume that these policies will result in roughly an 8 percent reduction in
AFDC payments by the fourth year. This is in the range of reductions that have been
experienced in other welfare reform demonstrations, particularly those administered by
MDRC. Some will argue that there is no evidence that work requirements, as such,
reduce welfare caseloads. On the other hand, the Clinton program includes a range of
policies that goes well beyond simply mandating work. Indeed, this is a2 more ambi-
tious set of policy changes than has been attempted previously.

t
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'~ BUDGETARY EFFECTS
(In Billions)

i WELFARE REFORM

FYos | Fyos

PROGRAM FY93* | Fys4 FY97 | FY98 | 9498
Expanded EITC 700 | 1.000 | 2000 | 4000 | 4200 | 4.400 156
Expanded JOBS 0 600 1500 | 2.600 | 3.800 | 4.000 125
Chidd Support 0 200 300 400 500 600 20
Cascload Reduction 0 0 -400 | -800 | -2000 | 2200 | -5400 °
WELFARE SUBTOTAL 700 | 1.800 | 3400 |. 6200 | 6500 6.8 24.700
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Welfare Reform Option: The Hill
One Page Summary Description

We can provide an increasing incentive 10 move from welfare to work by slowly
reducing the benefit levels over time after the first two years. In lieu of the cash benefit,
eligible recipionts will be entitled to an equivalent Jevel of investment in their human capital,
States copuld organize various investment options (as they do now) such as job search, work
experience or on the job training. Over time, recipients would be forced to invest more in
themselves if they have not been able to get off welfare. Those who are employable will
have a greater incentive to take advantage of the "Make work pay” policies such as the EITC.

Example: Benefiis could be cut by 10% afier years 2, 4, and 6. For those on
welfare more than six years, the benefit level would be only 70% of that for first time
recipients. The attached cost estimates suggest:

$12 to $15 billion dollars over four years could be invested in the

most disadvantaged welfare mothers without increasing the deficit.
A dditional \d inciude:

s Participant chelce. In the first two years, participants could choose to receive 1) cash

only, 2} 2 mix of cash and services, 3) services only in 2 residential setting.  Those that opt to

give up cash and invest in themselves should get extra matching federal dollars to enrich their
opportunity. In later years participants could still ¢hoose to invest more than the mandated

level and receive additional federal matching funds. a1 n-?";: T

-

s Mandatory Work. Work could be required at any or every stage for those who are able.

» Bounties/subsidies. Creative uses could be designed for the ipvestment entitiement to
serve as a temporary wage subsidy, an employment bonus or a job placement service fee.

& Services to fathers, children.’ The entitlement for investments could be transferrable to
fathers, husbhands, or children.

¢ Savings. The money could be saved in an Individual Development Account.

» Unused funds. States should be required to spend the entire pool of money created with
benefit reductions.  Since the take up rate for investment entitlements is unlikely to be 100%,
this money could be used for other forms of assistance. For example: target intensive
assistance to potential long term recipients earlier, offer child care and transport o those
exercising their investment entitlement, or enrich the quality of the entitfoment based services.

& Encouraging work. In addition 10 the investment services and the make work pay
strategies, recipients could be encouraged to work through disregards, Recipients could make
np their benefit reduction with a special disregard of 50-100% of income up to the beaefit
fevel for new applicants. Such a work experience could be coordinated with other training or
assistance to offer a supported work opportunity.
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Budget Impact {Above Reconciliation Level)

FY93 FY94 FYS5 FY96 Fyaz FYo8
The CLIFF
EG G G 0 G 0 0
Expanded JOBS G 0.600 1.500 2.500 3.800 4,000
AFDC 0 0 -0.400 -0.800 -2.000 -2.200
Total 0 0600 1.300 1800 1800 1800

This is a modification of the estimats in the transition document on welfare reform.
Note: Scoring of this alternmative would depend on the extent

that caseload reduction assumptions ars accepted.

Without credit for caseload reductions, the total would be $12.5 billion

The HiLL
ENC 0 0 G ¢ 0 o
Expanded JOBS 0 1272 2172 2838 2.838 2838
AFDC 0 1272 2472 -2.838 -2.838 -2.838
Total 0 0 0 0 o 0

in this alternative, the *hill® is phased in over three years,
Benefits are reduced by 10% after 2,4 and 6 years,
For those on AFDC for more than § years, benefits would be 70% of the initial level,
Nota: Caseload reductions are not courtted, but would reduce the deficit.
Caseload reductions would reduce both AFDC expenditures
by more than indicated and reduce JOBS expenditures,

04.98

0.000
12.500
-5.400

7.100

0.000
11.958
-11.968



The HILL-- A Steeper version

EITC o 0 G o 0 0 0.000
Expanded JOBS 0 1272 2344 3244 4020 4020  14.900
AFDC O -1.272 ~2.344 -3.244 -4.020 4020 14800
Total 0 0 0 0 o 0 0

Note: In this version, 109% cuts are taken each year for four years
after the two year limit, In the sixth year of welfare reciept
and beyond, only 0% of the benefit level would be paid in cash.



"The Hill": Supporting Analysis

The following observations provide the basis for the welfare option summarized above. Each
of these observations is detailed at greater length below.

Two years of tralning opportunities will not end dependency. Although small
gains can be made with relatively small sums of money, there is no cvidence that we
know how to design programs at any price which will offer a penmanent transition o
seif-sufficiency for everyone on welfare. Training, education and other investments in
people make a positive contribution.. but training is not a guick fix.

Although the returns to tralning are pot Iarge, we cap stifl maximize them.
Redirecting funds from consumiption into s¢lf-investment as time passes is compatible
with what we know about the retums to training investments.

Subsidized work is important, but not & magic bullet, Providing work for those
who are not capable or cannot find jobs will be more expensive than contipuing to pay
AFDC. Whether we provide high quality job experiences or just workfare, organizing,
supervising and monitoring !_will add cost. Will we allow public jobs 1o become 3 way
of life?

A strongly enforced work requirement may be either too ¢ruel to those who need
the most belp or upconvinecing 1o the general public. What do you do with a
woman when she gets pregnant while working in a public job afier two years of
welfare? What do you do with someone who gets off drugs within the first two years,
but still cannot keep a steady job? Although exemptions cap balance the humane and
punitive aspects of the system, exemptions may also create a feeling inside and out
that welfare is still a way of life for certain people. Leaving a salety net for such
contingencies in which people get less cash and more help should resonate with the
public sentiment without excessive crueity to children.

Most poor, single mothers with little education cannot support a family. A sclf-
sufficiency policy should iz:uf'cst in the work potential of fathers or husbands who
uitimately will support many current recipients.

New taxes to pay for services to welfare mothers are unlikely to pass on the heels of
health care reform taxes: 8 balanced budget option Is needed. Shifting the burden of
investment from socicty 1o the individual over time is budget neutral and couples
opportunity with responsibility.



1. Training or education during a :wo year period will not be sufficient 1o free all mothers of
welfare dependency. 2

The evaluations of welfare and training programs show that we do not yet know how
to design a program that will create a large exodus from the welfare rolls. In the twenty plus
programs evaluated by MDRC,? low cost interventions ranged from $118 per person in
Arkansas to $953 in Baltimore. Low cost services generally include job scarch and/or shont
term work experience. High cost services, such as on the job training or suppornted work,
ranged from about $2,000 10 $17,000 (See Table A.]1 attached). Returns on the investment
(to taxpayers and recipicnts) tend to be roughly proportional to what is invested, although
more expensive services are typically targeted on a select or voluntary segment of the
caseload (Sec Graphs: "High-Cost Services versus Low-Cost Services).?

The result of these investments is typically a modest rise in the propensity to work.
The participant sees a modest risc in income and the government gets a small savings in
welfare grants. Very few recipients, however, actually leave welfare after the service
intervention. Table 4.2 summarizes a range of results from various programs. Only San
Diego and Arkansas managed {o raise ¢xit rates more than a percentage point or two. Even a
seven or eight percent increase in exit rates will pot be sufficient to help all mothers
permanently leave welfare in two years.

Traditional classroom education assistance for basic skills and GED completion has
not been thoroughly tested. Despite the lack of evidence, the Family Support Act mandates
that education rather than training should be the mandatory activity for those with no diploma
or low liferacy levels. Practitioners, on the other hand, stress that many high school dropouts
do not want to return to schooling activities and often farc better when encouraged fo work
first. The two year limit will make education oriented programs even less practical. It is
difficult to imagine that we could bring someone from illiteracy to a high school diploma in
two years cven if thore were no health or childeare crises intervening. Although education
may be a reasonable choice, we have no evidence that mapdating educational activities for
adults will substantially improve their short term prospects of self-sufficiency.

In sum, we have po evidence that we can design a training program that could prepare
a cross section of welfare recipients for self sufficiency within two years. Flexibility to try
work, training or education in any order and rebound from failures scems 10 be a better mods!
than a strict lincar progression from formal education or training to work. Spending
significant new monsy on a national scale fraining program for welfare mothers cannot be 2
recommended course of action.

' (ueron and Pauly, From Welfare to Work,

? Friedlander and Gueron, "Arc High~Cost Services More Effective Than Low~Cost
Services?" in Manski and Garfinkel, Evaluating Welfare and Training Programs.



TABLE A.1 ESTIMATED COSTS PER EXPERIMENTAL OF SELECTED
WELFARE-TO-WORK PROGRAMS

Direct a5 Indi
Direct {osts Costs
Program Gross Mt Gross Net  Pat Sources
BroadLaverzge: AFDC
Arkansss b 3144 $1e 5162 $158 At
Baltimore 10850 953 MN/A NiA A
Cook Cpunty: Job search oady’ 107 e » 1 AL
Lok County: job search/
wark experiencs 154 "9 21 18? AL
Louisville Group Job Search 852 220 N/A N7A A
Lanasville Individual Job Search 171 13 N/A NFA A
Sar Diege | Job search ondy® 673 562 835 510 AST
Sen Dhego I Job seanch/ :
work experierss i3] 63 -1 57 AS0
San Dhbge SWEM 842 b4 1545 33 AJCE
Virginis 451 42 1) 430 AICE
West Virginia 459 263 N/a N/A A
Broad-Coverage: AFDIC.LIP
Batimore” 643 881 N/A N/A A
San Dhego 1 Job search ondy? 6% 886 B8 543 ASC
San Dyege I Job search/
wark experienct 84 rI? 836 £72 AS0
San Dhegs $'¥'S&1 N 634 1.9 3 AJCE
Wess Virginia® ) 537 136 N/A N/A A
Selective-Yeluntary AFIC
AFDC Homemaker-Home
Hesith Alde 2,505 2508 N/& NiA A
Maine 2679 ns 2813 2.7586 Al
New Jersey 1,397 S} 1682 860 A
Supported Work 17587 17981 NiA 17838 AS

SORRCES: Direct costs were estimated using program acsourding and tracking dassk (A EInditent
c4t3 WeTe esBmated naing sources indicated is the last eoluznes of the table: program sreounting and
traching dats (AL surveys of the rasegrch sample (5 FYPA data (), which covers paly selected training
prograces for Arkansas; community coltege data (0 sdult education data (£3; and other records (01
N7A indicates that indirect cos! estimates are not available. Estimatss sre caloulsted froms data in
Friediander & &1, 1985 (Arkansash: Friedlander ef al, 19852 (Baltimore); Frisdiander ot al,, 1987
(Cook Coureyl; Goldiran, 1981 Louisville); Coldman, Friedlander, and Long, 1996 (San Diege it
Hamilton and Friedlander, 1989 (Sars Diego SWIMY: Riccia ot al., 1986 Visginix}; Friedlander st #1.,
1986 (West Virginia): Orr, 1987 (Homemaker-Home Health Aidel: Auspos, Cave, and Long, 1988
Maine); Freedman, Brvant, and Cave, 1988 (New Jerseyl Kemper, Long and Thornton, 1981
Bupported Work): unpublishesd MDRU data for Arkansas, San Diege |, Vieginis, and Wt Virginis,
1

NOTES: "Threct costs™ are those incurred by the sperating agency, wiile Tindirect costs™ weere inourred
by olher agencies."gross costs” are the full costs per experimentad, while "net costs” subtract from gross
costs the costs of serving contrads. (ot estimates shown i baldface type best refiect the net cost of
services in the intended service sequence; thess are the costs vited in this volume (see Appendix A texi
for detaiis),
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TABLE 42

IMPACTS OF SEVEN WELFARE-TO-WORK PROCRAMS

ON AFDC ELIGIBLES TABLE #.2 frontinund} .
Laation, Chafcomy, Experimental Conbrod Percentage { ewation, Uhsicomee, Exprerimental Conirol . Percentage
st Fodlnw dp Teriod Group Mean Coroup Mean  [Nfterenee Changs soad Fublone-Eip Periecd Corenap Mean Gronap Mean  Diflerence Changs
Arkansan Sar Pepo BWIM
Average Earmings Year ) % &74 $ 7 ST Iy, Awerape Barmngs Yearl  $2M09 $1.677 ganyeee 2%
Year 2 i an AT 22 bl Yoo 2 A IR 1.24n RRE ol
Year 3 1422 1.08% 337 n
Frapboyed at Pod of Yrar § M 9% EA ekl 3%
Emplowed at Fnd of Yeur 1 WA 16.7% ar 2% ’ Year 2 M7 2.3 X i 1%
Yearl AR . 36 18
Yrard ns ma LD k¥ Average AFUX Pavments  Year | $4.424 $4.800 ST A%
| Year 2 3A0R 191 - By -4
Average AFDC Payinents  Year | $998 51,141 AIAG )
Year 63 M2 - Jaepd -1 w £ Year 1 W 0%, -9 4t ST 4%
Year 742 910 - TeR A8 O Welfare at End 0 vesr? 543 58 7 FA a3
Om Welfare ot End of Yoar 1 51 0% 5% 1% By 4% Virginia
Year 2 351 Afs { <TG a7
- Avprage Earnings Year ¥ 1352 1,282 $69 5%
Year 3 38 A5.1 AW AR R h Year? 2368 Y 988 A4 1
Baléimnre ) Year 3 2624 1356 P 1t
Average Earnings Year} $1632 §$1.472 3240“» . Emploved at End of Yesr 1 34.7% 1.0% LY 12%
Year?d 2787 2.3 403 7 : .
Year3 349 1909 S1geee 1 Yen 2 3.3 3 s ®
’ ’ " Year® w7 M. £6° 13
Emploved 3t ¥nd of Yeart M iRy S 35 1%
Year ] »5 W 14 6 Average AFDC Pavenents  Yeard $1.961 $2.024 -5 4 +2%
Year 3 #7 0.3 o4 3 Year 2 1,480 1 51b » 3 4
Year 3 Li% 1,295 110 -9
Average AFOC Payments  Yeusd $2.520 1547 $7 a%
Yearl 2058 2m7 » 5 -2 Um Welfare al End of Year | 50 8% WA 04 %
Year} 1783 1EYS - 3 -2 Year 2 &5 445 ik -2
: %3 rd -7
On Welfare at End of Yeur 1 720% 73 14 2% Year %6 >
Yeard 587 50 3 -% s
y Wt Virgieda
Year 3 482 a4 02 9 ﬁm&;f Carnings Year 1 §481 435 . 516 %
Cool Conity Employed ot End of Year 1LU%: $3I% BE: B
Average Earnings Yearl $1.227 $1.217 10 1% Average AFDX Payments  Year 1592 1692 "4 ¥
Empioyed 2t End of Year } 225% A% 3.3 &% O Wellsre at End of Year | F09% 725% 15 2%
Average AFDC Payments Year ) L AL &2 140 S48 %
On Welfore at End of Yeart 7R 9% BR% % E % SOURCES: Data from Frisdionder and Goldman, 1988; Friedisndey, 1957, Frisdiender et al, 198
Caddiman, Friediander, and Long, 1986 Mamilton and Friediender, 198%; Friedlander, 1985
S e iy Friedlander el al., 1985, and additional MDRC estimates af anousal vatues.
pplican ¥ .
oot NOTES The esrnings and AFDC payments duty include tero values for sample members m
Average Esrndngs Yesry  $2309 $1.957 43 % rmployed and for symple memvbers not reveiving welfare. Estimates are regression-adjusted usis
Employed at Erd of Year 1 t24% 9% L 15% ardinary least squares, controfting, for pre-random essignment characteristics of sample member
Avecage AFDC Payrwents Year | S5 $2.750 5 74 ad A% There ,,;,,,y be somme dinscrepancies in experimentat.control differences becsise of rousding.
On Weltare at End of Yearl #5.8% £79% 248 4% in al) programs except the See Diego SWIM program, yesr 1 begins with the quarter of rendsy
- assignmvent. For sraployment and exrnings, the quaster of random assigniment rebers to the catend
fromlimend

quarter in which random assignment securred. As g resull, “average rarnings” in pear 1 may inchue
up to twe months of earmings prior 1o tariom assignment. For AFDX payments, the quarter
random assignment refers to the three manthe heginning with the month in whichenindividual w
randamly swigned. In the Sen Disgo SWIM program, where Ml outeomes were cafeuiated |
calendar quarters, year T begins with the quarter foliowing Ihe quarter of rendom Besignment.



Wl. Redirecting funds from conswmption inio self-investment as fime passes is compatible
with what we know about the returns 10 fraining investments. Although the retumns to training
are not large, we can still maximize them.

Surprisingly, our interventions with long term recipients are most successful, There is
a significantly better return on investment to training interventions for applicants with a prior
history of welfare receipt and recipients on a spell for longer than two years.* Note that new
AFDC applicants retumning to welfare were helped by services far more than those applicants
armiving for the first time. Among current recipients, those on AFDXC for more than two years
and with no work history benefited from exira help more than the average recipient. What
Table 4.3 does not show are the percentage changes in earnings or welfare receipt which
would show that the intervention was even more successful among lower tiers in the system
who tend to camn less on average.

It is not surprising that the returns to interventions for all first fime applicants are
relatively low. We know that within two years half will get off by themselves anyway and a
third of all newcomers will get off never to retum.* What the data in Table 43 do not show,
however, are retums to investing in target groups of potential long term recipients at the time
of their first gpplication. Even without experimental data to prove i, it secms that investing
carly in the most at-risk new entrants would pay off. The net present value of benefits we
can expect 10 pay to a never married mother is about $38,000 for AFDC payments alone.
When average levels of food stamps, bousing and medicaid are included, the pressut value of
benefits for the average never married mother is almost $97,000.°

In the "Hill" option, we can take advantage of what we know about returns to
© investments in welfare recipicnts. We can target the more expensive training ipterventions on
those who probably have the biggest skills or emotional problems: those who stay despite
significant decreases in the benefit level. We can use modest interventions to help those who
have stayed longer than two years and may simply nzed an extra nudge. Surplus funding
from unused investment entitlements could be directed toward carly intervention for these at-
risk groups. For the majority of first time applicants, however, the best service is probably
providing the maximum level of cash assistance, some belp to get on their feet if they want it
and a guarantee that their current cash income is not a way of life. Mandatory activities such
as work or education should be required at every stage for whom it is appropriate.

Using the *Hill” option we can start making sensible investments that work without
increasing the deficit. instead of just cutting people off or letling them stay, we can shift
slowly and sensibly from billions of consumption dollars to billions of iovestment dollars.

3 Table 4.3, From Welfare to Work.

* See Ellwood 1986, "Targeting the Would Be Long Term Welfare Recipients™ or
Ellwood and Bane 1983, More recently updates on tenure data have been presented to the
Working Group on Welfare reform,

* Calculations based on the Ways and Means Green Book and the Working Group's
tenure data.



TABLE £3 PROGRAM IMPACTS ON QUARTERLY EARNINGS AND
AFDI PAYMENTS FOR MAIOR SUBGROUPS OF AFDC
APPLICAKTS AND RECIPIENTS

R

Subgroup and Outcotre Saniego]  Balimere  Virginis  Arkarsas  Cook County’

First Tier t
Appiicants with Ne
Frior AFDC:
Eamings 537 b 133 413 £26 $—
AFYTX Pavinents -5 4 e -3 -

Second Tier
Applican: Returnees: : '
TRINgS L 330 1o $188~ $114* L Y3 had $—
AFDC Paymients A7 15 -1 -1% -

Applicent Returnees

wazh Lass thar £3,000 ’

Prior Earnings:
Eamings 151 253+ b 2
AFDC Payments -$3* -5 e J2

HE

Third Tier
Al Recipients ‘
Earnings B oo $37 36 313 e
AFTI Paymenis ! - L wd RS «13

Recipients with Mae
than Z Years on

AFDC:
Ezrnings’ - t 1o 14 -
AFDN Pavments - 1% o L -44r -
Recipientt with Ao
Prioy Earungs:
Earpungs - it 0 x5 12
AT Paymens — b 28 L X e &
Fecipients with XNao
Prigr Earmings snd
Muesre than T Yiears
on AFIK:
Earungs e B Lol 38 e
AFIX Payments - 1 wfin g -~
Full Bample
Quarterly lmpact: .
Eamings 231 £95% s7am 20 §19
AFIX Payments 33 -5 -3 40 -13
Average for Contral
Group:
Earmunys 73 6 LY a8 452
AFDC Fayments : #9 5ot 345 232 L

SCURCE: Data from Frisdlander, 1988,
NGTES: Tiers are muotually exclusive; subgroups within tiers overlap. A values are quarteriy
averages for the fourth through the last quarter of follovw-up. Estmates include zero values for sampie
manbers not emploved and for sample memders not recsiving wellare.

A twortailed test was applied to differences between experimental ard conire groups. Statistical
sigrificance levels are indicated ax: ” w 10 pervent; ™ = 5 pervent; and ™ = § percent,

*The definitions of “applicart” and “recipient” for {ook County are nof sivictly comparable w those
of the other programs. See the text of Friedlander, 1988, for dmevasion.
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1. Providing jobs for those who cannot find them will be more expensive than continuing to
pay AFDC. Whether we provide high quality job experiences or just workfare, organizing,
supervising ond monitoring will add coss.

The cost of 2 job equivalent to those offered under CETA would be $17,000 today.
Al minimum wage it would still cost $9,000 to $10,000, If this sort of job were offered jo all
welfare recipicnts who were on welfare for more than two years, we would peed over 2
million jobs at a cost of about $10 billion more than what we currently pay for welfare. In
addition, we would need to pay for day care, transportation and the alleviation of other
obstacles to work if we expect mothers with young children to work or starve. Why would
anyone leave this system when they ¢an receive almost 38,000 per year in 2 completely
secure job with no obstacles to work? Subsidized work is not necessarily the end of welfare.

The atiraction of CWEP (Community Work Experience Program), a synonym for
workfare, is that the reciplent receives no more and no less than their welfare entitlement.
Overheads may be very low because the welfare agency can simply require recipients to show
up and work at the parks and recreation service or a non~profit organization. Workfare
providers, recipients and their sympathizers tead to be very ¢ritical of workfare because it
does not allow people to earn a pay check for an bonest hour's work. Nor does workfare
provide anything to put on a resume in order to gain future employment. Proponents of
workfare tend 10 see it more as a detervent to staving on welfare thap a curative for the
negative aspects of welfare.

A middle ground io this debate s a 20 hour per week job at minimum wage for all
AFDC recipients who reach the end of the two years and caonnot find a job. The benefit level
would then be over $320 per month (80 bours per month at $4) for everyone in every state,
Since this is a lower level than the current average benefit level, the Federal government
ought to be near indifferent to this proposal especially if it reduces the caseload, States
however, may pot want to lower or raise their benefit level so dramatically. Perhaps states
could be allowed to offer 10, 20 or 30 bours of work. This low cost option would ot be
incompatible with the "Hill.”

Work requirements in any form leave a number of open questions. ‘Wouid recipients
find this secure job more attractive than private sector work? After the two year mark, what
wiuld happen to those who bave problems such as children under 1, illness, or emotional
problems? Ase we willing to lct those people and their children slip off the edge if they
cannot manage to work regularly? This leads to the fourth observation which is on work
fequircments.

IV. A work reguirement will be difficult to enforce in a way that would be meaningful to the
public without severe hardship on many poor children.

"..no program can achieve a participation rate even close to 100%" ¢ The San Diego
Saturation Work Incentive Model (SWIM} had one of the strongest enforcement systems of
all the full participation, mandatory programs that were monitored by the MDRC. However,
38% to 62% still became ineligible:due to iliness, pregnancy, or other circumsiances

¢ Gueron and Pauly, From Welfare 10 Work.



recognized by the program. Among the cligible population a great deal of staff effort was
required to obtain participation rates varying between 35% and 80%. "About half of about
half” is equal to about 25% of the caseload. Would the average voter believe that a universal
work requirement only affected 25% at any given time? Would AFDL recipients believe it?

Even without taking into account disabilities, the normal emotional and personal crises
will make work requirements difficult to enforce in a way that is comprehensive enough to
convince the average voler and yet responsive o the real problems of people with no
alternatives or resources. How do you treat a woman who becomes pregnant while working
in a public jobr after two years of welfare? When she can't work, does she get nothing? If
you exempt her for a year, aren't you dramatically increasing the incentive to continuously
bear children?

The "Hill" option will mwuzagc those who can 10 leave. Those who stay will need—-
and get--more heip. After the two years, those who have emotional problems, substance
abuse problems, an additional child or other crises that prevent work should be aliowed to
have a safety net..but oot at the same rate as first time recipients.

Work requircments are compatible with the notion that benefits should fall over time,
If a cost effcctive, humane work program can be designed, why not start on day one for those
who can work but cannot find 2 job? As the individual stays in the system longer, work
exernptions will get barder to come by and the pumber of hours offered will be fewer. Ina
high benefit state, the minimum wage job could start at 40 hours then fall to 30 or 20. In the
end, a subsidized job is just apother form of welfare. Neither cash payments nor subsidized
work ‘should become a permanent way of life,

Is it fair t0 "sanction” people over time just because they carmot find a job io 2 weak
economy? If a poor mother cannot find a job for two years, it is probably her location (or fuerim g
skill level) rather than the economy. She should be expected to move (or train} just as other (¢ ubuw
working parents are expected to move in order to find work. The Bureau of Labor Statistics
projects than over 24 million net new jobs will be created in the U.S, by 2005, Over 10
million people find work in a gives year that did not work the year before.” The economy is
not 50 bad that a person can stay on welfare for six years and claim there are no jobs.

V. F is very difficult Jor a poor, single mother with little education to support o family. A
self sufficiency policy should invest in fathers or husbands as well as mothers.

Ellwood and Bane have presented to the working group supporting data op this subject
which I will not reprodiuce here.  To summarize, low eamings for women and the need to
cover child care, housework and paid work make two parent familics a muchk more
economically viable solution. Marriage or child support i 2 wore likely route to self
sufficiency for many welfare mothers. For these reasons, an entitlement for investment
services should be transferrable to busbands, fathers or children. We could encourage family
formation. Women with very young ch;ldrcn or other work obstacles could still take
advaniage of opportunity enhancing services.

T For more detail on the aggregate economic situation for those leaving welfare there is a
CEA/NEC background paper. It includes more information about service sector jobs,
tumnover, unemployment and labor force participation rates.



V1. New wares to support more services to welfare mothers are unlikely 10 pass on the heels
of health care reform taxes: a balanced budget option is needed. Lowering cash and forcing
self investmenr rexonates with the social compact of opportunity and responsibility.

In addition to being budget neutral, the program is compatible with our mainstream
social values. If welfare is & hand up rather than 2 hand out, it 8 not unreasonable 10 expect
the assistance to be more generous to a first time applicant than 3 ten-year, backslider. The
"Hill" sends a very concrete, predictable message to those inside and ouiside the system:
long term welfare stays are not a sign of success. The system no longer becomes a cops and
robbers game of trying to enforce work on the one band and obtain trumped up excmptions
on the other. As a person relies on welfare longer, one receives less cash and more help.
This is a tough love approach.

With such 2 system in place, the public may become more interested in providing
assistance to disadvantaged families. States might be more likely to raise the initial begefit
level knowing that jong term recipients will not receive the maximum cash grant. As people
leave wellare because work becomes marginally more attractive, the ensuing budget
reductions may also stimulate grester generosity for the basic grant level. The public will
feel more comfortable with 2 system that does not pay out over $12 billion in cash anpually
to people who have been on welfare in excess of 4 years. Those who play by the rules and
use welfare as g temporary measure would be treated unambiguously better,

A dramatic, immediate change in the social contract would take place in states that opt
for the "hill." In the first vear of operation, a ten percent reduction in benefits could be
implemented for all those who have besn on welfare for more than two years. This entire
pool of funding would be immediately available to fupd job related programs for those on
reduced benefit, Additional increments to the investment entitiement could be added im later
years (See cost estimates for the hill). The speed of implementation would not be limited by
the budget, as other front end loaded programs would be (8¢ cost estimate for the cliff).
There would be po reason to insist on a grandfather clause if the minimum level of the safety
net is phased in over 3 to 4 years and is not draconian. Overnight, welfare as an accepted,
permanent way of life for 5 million families would be over,
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July 17, 1993
Appendix A. Job Development Case Studics: America Works and TEE

i What are these programs? Both America Works and TEE (Transitional
Employment Enterprises) function as temporary help agencies. Employers are able to "fest
drive” welfare mothers for six months at a reduced wage before deciding whether to employ
them permanently. During the trial period, the program collects money from botk the
employer and the welfare agency and provides a paycheck to the job candidate, Both TEE
and America Works are paid a lump sum bonus when the job candidate is hired permanently
and stays in the job for a specified period of time,

Job development and placement, however, is not all they do. These programs
resemble the Work Support Agency being described in the current welfare reform effort. At
America Works the staff helps job candidates before and after placement to solve problems
that could impact their jobs. America Works representatives will help with almost anything:
rearvange welfare appointments outside work hours, represent the candidate at child suppont
court heariongs, find child care, avoid having the recipient's electricity shut off, ¢ic.

What makes America Works and TEE truly unique are their organizational status.
Both organizations are private, whereas the work support agency is generally conceived as a
public entity., TEE is a non~profit organization. America Works is a for-profit, private
enterprise.

i Do they work? The success of these programs is a coniroversial point.
America Works claims to place’about 273 of their trial workers in permanent jobs. Critics
have accused the program of creaming the best applicants in order t0 increase profits, While
non~profit TEE has received less criticism, it has also received less publicity. Neither
program has been rigorcusly evaluated with control groups.

These programs rely in part on the principle of supported work which has been
extensively evaluated by MDRC.,  Sigpificant, positive impacts were found in programs that
allowed AFDC recipicnts o experience increasing responsibility and stress as they were
transitioned gradually from a totally supported work environment to self sufficiency. In the
area of supported work, these programs are based on concepts that are known to work well,

oL What Lessons Can We Learn?  There are three design features incorporated
in America Works of which we do not koow the effectiveness:

1} pay for performance incentives
2} using a private rather, than a governmental institution
3) profit making

Since job development could be organized with any combination of these design features, it
would be worth evaluating cach of these components individually.
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» Pay for performance: This is a critical, yet untested design feature in both the TEE
and America Works programs. The stale governments using their services pay a fee
equivalent the foregone AFDC payments after the recipient has been self sufficient for a
given pericsd of time. There is a0 reason, however, that this incentive structure needs to be
linked with either privatization or profit-making. An evaluation of pay for performance
incentives should include a controlled experiment using public employees with the same
incentives as, for example, America Works. Furthermore, we should test the provision of
similar incentives to the recipients themselves. A sound evaluation would cover a range of
institutional structures with similar incentive schemes,

Certain minimum design standards for the incentives should be met in order to provide
a fair test. If the fee is always the same no matter how difficult to place the employee s,
there is a clear incentive for creaming. Even without creaming, 2 flat fee is unfair 1o
taxpayers. Some individuals, such as divorced mothers over 25, are much more likely to get
off welfare within a year without help than others. To pay a large bounty for this group is
not likely to save tax dollars. In addition, safeguards against chuming should be in place.
Whether bonuses are paid to government employees, private employees or the AFDC
recipients themselves, there must be some disincentive 10 recirculate the same peopie through
the system every year. Before evaluating the pay for performance principle, we should eosure
that we are evaluating it in its best possible form.

. Private v. public: An evaluation that compares private organizations for job
development to government job development assistance should shed light on two impartant
open questions. Can private organizations win the trust of the local employers more easily
and thereby provide beiter job development services than a public entity? Can private
institutions increase their effectiveness with more flexibility in organizing employee incentives
because they do not have to comply with government employee regulations? If pay for
performance is found to be effective, this may be an argument $6 encourage the role of
private institutions.

One potential disadvantage of relying on private institutions is the inability to
guarantee uniform quality or broad national coverage.

] Profit making: The importance of profits to job development effoctiveness can
be evaluated in isolation from pay for performance and non-governmentsl status, With
similarly designed incentive structures, is a for profit enterprise more effective thas a non-
profit? Competition could fead to higher quality and higher placement rates at the lowest cost
to employers and taxpayers. On the other band, the desire to maxinsize profits may
exacerbate the moral hazards of creaming and chuming to increase the number of bonuses.

Until a careful evaluation is underiaken that evaluates these three components of the America
Works and TEE programs, the controversy that surrounds thermn will continue.




; February 22, 1994

MEMORANDUM FOR DAVID, MARY JO, AND WENDELL

FROM: BRUCE
SURJIECT: Comments on 2/22 arm. drafis
i. WORK

1. Nice try, but I hate the name TAP.  I'm not convinced we need to change the name of the
JOBS program at all (remember who thought it up in 1988}, but we certainly should wait
until we can agree on an alternative name we all like and that means something. Otherwise a
new acronym just adds to the confusion rather than clanifving it {¢f WORK), Remember we
kave alse just added the JOBS Preparation phase.

2. The brief section ou pp. 1-2 about JOBS needs to make clear that we are 1) requiring
recipients to sign a Personal Responsibility Contract that lays out their obligations; 2} asking
everybody to do something: and 3) changing the culture of the welfare office to move prople
mnte work and help them stay there. Those points came through in the December document
but are lost here. With all the talk about deferrals, extensions, preparations, €tc., it would be
a mistake not {0 stress loudly that we're raising expeciations on everybody,

3. Job search: We're not going to let this one go. If you don't want to include 3 detailed
discussion on thig issue, st least describe the true siate of play. For example: "Much stronger
focus will be placed on immediate job search, job placement, and worker support, One
option would be to require all applicants to go through supervised job search as a condition of
eligibility for benefits; snother option would be to give states the option to require immediate
upfront job search for all. Those who are offered work will be expected to take it.”

4, Job Placement Bonus and Worker Support: We're not going 16 let this go, either. Let me
explain 1t again: Our suggestion was to st aside a certain percentage of JOBS (say, 25%) for
the specific purpose of encouraging states to establish incentive plans that will reward
caseworkers and welfare offices for helping people find work and keep it. Nothing hike this
happens under current law -~ perhaps it could {although ’'m not surej, but it doesn't and
probably won't unless we figure out a way to encourage it. This is not meant as a
privitization idea at all; on the contrary, the goal is to reward performance within the public
system. We can quarrel over the exact percentage, and we can argue over whether the
bonuses should go to caseworkers who find jobs for people who've been on the rolls for |
year of just for people who've been on for much longer. But I don't see why we can't agree
on the principle that we want to encourage, even require, states to explicitly develop and
submit to HHS plans for how they intend to reward performance and worker support.



5. Choice and Standards: The Labor Dept's Workforce Security plan has two other 1deas to
encourage choice, competition, performance, ete. (ne is easy: require that welfare offices
provide recipients with consumer information on the job placement records of the vanous
programs and services available to them. The other is worth a significant demonstration:
giving governors the option to ereate charter welfare offices, which would allow for the
possibility of competition between two' or more JOBS programs in one market.

6. Sanctions: Somewhere in the discussion of the JOBS program, it's necessary to have a
reference to the sanctions issue. This 1sn't a Specs issue; 1t is fundamental to whether we can
actually get everybody to do something. We prefer the APWA recommendstion to 1mpose a
25% sanction on AFDC and Food Stamps.

7. Part-Time Work: These arguments as written are unfairly biased toward the result you
want (e.g., suggesting that not counting part-timse work will lead to 600,000 more WORK and
JOBS slots for full phase-in by 2004 -- when we're not even comtemplating full phase-in). |
also believe that with our current phase-in, stopping the clock indefinitely for pan-time work
is no longer a relevant cost factor in the near term, and only a modest one in the mtermediate
term. Since this is sure 1o be a contentious issue, and looks to us like one more Ipophole
than we need, there must be a way to make it a state option to stop the clock for pan-time
wark (at a level of hours -- 20-30/Aweek -- set by the state), rather than mandating it
nationwide, Some states like Michigan will think vour idea is great; others will think it
squish-headed.

8 Food Stamps: The idea I was trying to explain earlier is to make it a state option for
states to do what Oregon is doing, which is use both Food Stamps and AFDC {in the WORK
program} to subsidize private sector jobs. [ know cash-out is always a battle, but it's one the
President has been willing to fight before.

9. Requiring acceptance of any private sector job offer: This requirement should apply
throughout the program -- to JOBS participants as well as people in the WORK program.

10. Time Limits for WORK: Again, the arguments are somewhat skewed. The draft says
that a 3 year limit on WORK placements could push up to 50% of WORK participants off of
support, whess those of us who favor such a limit are not suggesting pushing them off of
support at all, but rather reducing their support. {1 also think it's dangerous, rot to mention
misleading, to convede that 50% of the people in WORK might still be there after 3 years,
while implies that we're having no impact on long-term dependency after all)

11. Work Opportunities in Existing Programs: Since this document is for the Cabinet, we
should go out of our way to point out that we would like to use existing Administration
initiatives to find jobs for people leaving welfare. The top candidates are child care/Head
Start, housing rehab, Empowerment Zones, National Service, etc.

12. Minor line edits:
- Qctober 1996 should read simply 1996 or FY97
-~ Bom After 1970 should read Born Since 1970



~~ Don't forget to mention that we're reducing the number of extensions over current
law ; ,

~- We should be careful about promising to increase the match, offer more money, or
make other amends 10 areas of high local unemployment until we figure out what we're really
talking about. It's safer to refer to “times of recession”.

II. PARENTAL RESPONSIBILITY

1. Paternaty: This section is quite good, but we would fike to allude to the option of using
this new, tougher and smarter gooperation requirement to help determine the queue for other
non-universal entitlements, like housing and possibly child care for the working poor.

2. Child Support Assurance: It's nusleading to say that a number of states have expressed a
strong interest in implementing a CSA program, when it's a small number and many states
have argued strongly against it. In any case, it is still necessary to put the same disclaimer on
this that we used for the Deceinber document: *The President has never endorsed child
support assurance, and there is considerable debate within the Working Group sbout its
merits.”

3. Demonstrations on Prevention: These demos sound too broad and too vague to prove
much. They sull sound like the kinds of service-based programs you so effectively debunk. 1
suggest we say in the paper that we're still looking for the night approach.

Minor hine edits:

-« Tone down rheteric on dooming society {p. 1} and "cruelly hypocntical” {p. 2)

-- First sentence of Noncustodial section should say that “the needs and concems [add:
and responsibiities] of noncustodial parents are often ignored.®

-- I could go efther way on comparisons to the GOP bills, but our approach should be
standard across sections.

Oi. MAKING WORK PAY/CHILD CARE

I. Targeting: 1 think it's 2 mistake, when we are trying to persuade young people to delay

childbearing until they are ready for it, to reward or convenience very young mothers with

children, [t makes more sense to target the assistance to the age of the child, as Head Start
did -~ starting with 3-8, then 4-6, 36, stc.

2. Child Care Workers: It's great that you mention this as a source for WORK slots, but 15 a
fraction of 5% all we'll have to spend on training them?
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WR - TO DO 21394

Random ideas
-~ Fraud hotline, bonuses to recips who identify fraud
- Fanuly development accounts
-- Job: child supporticustody mediator (missouri)
- Sanctions: Allow total termination of benefits if determined it won't burt kids {Md)
- pay for performance in JOBS
-« possible altemative to tracking: payments in 3 consec yrs
-~ requite addicts to get reatment or lose benefits
-— Waiver suthority??
~ Teme limit Drag S8
i
Research ‘
- How many due C8 are on AFDCY?
-~ Moynthan 1986 study on dynamics of teen welfare (Md or Missoun reference?)
-~ Are kids required to atiend school?

(iive NGA document 1o BC
** Take full specs to Boea
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§MEMORANDUM FOR WELFARE REFORM TEAM 6&“.,0
FROM: BRUCE . - %’ ‘
; A
SUBJECT: JOBS AND WORK y redon o na

Here is another attempt to summarize the DPCJOMB/NEC vision of the JOBS and
WORK program,

L Personal Responsibility: Preventing Welfare Dependency

AH reeipients will be requived to sign a Personal Responsibility Contract that makes
clear up front the terms of their assistance - what they can expect from govemment and what
responsibulitics will be expected of them in retumn,

The Personal Regponsibility Contract must include the following cenditions:

1. Upfront Joh Search: Applicants must go through 30-60 davs of supervised job
search before recetving benefits,. Emergency assistance may be granted in some cases.

2. Patemity Establishment. Require mothers to cooperate with patemity establishment
as a condition of benefits. Reduce federal match to 50% for cases in which paternity 15 not
established, Require states to streamline paternity process, provide expedited hearings, and
establish rebuttal presumption of patermity..

established. Linnt good cause exceptions 1o 10% of out-of-wedlock cases (still subject to
50% maich). Goal 1 90% patemity estabhishment for new births by the year 2000.

OPTION 2© National requirement that any mother who has a child one year after
enactment of this law will not be eligible for AFDC until patemity has been established.
{Emergency assistance available if delay is the state's fault)

OPTION 3: In addibion 1o Qpuon | or 2, spply paternity establishment requirements
to public housing, -

OPTION 4: In addition 1o Option 1 or 2, require birthing hospitals and prenatal
climes which receive public funds o ask about paternity.



http:Paterni.ty

3. Teen Mothers at Home: Minor mothers must Hive at home and stay in school
Teens shouldn't be allowed 1o drop out 10 have a child.

4, No Additional Benefits for Additionat Children: Prelunimary estimates from New
Jersey suggest 10-13% reduction i addiuonal children bore on AFDC. Wiscensin projects
$141 mllion in state/federal savings from family cap over next five years (owt of $5.4 billion
five-year total). t

OPTION 1: Nanonal rule of no additional benefits for additiona! children, with some
of the savings used to make sure recipients receive adequate family plannimg information and
advice, and some of the savings used for a national campaign aganst teen pregnancy.

OPTION 2. State option to no longer provide additional benefits for additional
children, so long as states also provide family planning information and counseling.

OPTION 3: In_sddition to Option 1 or 2, prohibit Medicaid reimbursement for fertility
drugs while on AFDC {currently paid for in 40 states),

& Rewards and Sanctens. Give sistee broad flexibibity to condition AFDC grants on
responstble behavior, a) requiring parents 1o make sure their children are inmunized; b)
requiring teen recipients and teen parents 13-17 to stay in school {state option to reward them
for doing so), ¢} requiring young partents i attend parenting classes; eie,

IL JOBS: Changing the Culture of Welfare

Our biggest challenge ts to change expectations for recipients and caseworkers at the
same time, As we gxpand the JOBS program, we need to change the culture of the welfare
office to reward work and results.

1. Performance-Based Match: We need to change incentives within the welfare

system o get people off welfare as soon asfhey are job-ready\
?Q“\'

OPTION I A declining federal match (for example, 80% in st year, 70% in 2nd
year, 80% 1n 3rd year; 50% in 4th year and beyond) that will encaurage states to spend
money upfront, and reward states for moving people quickly into the workforce.
time for long-torm reggimzs‘ For example, a state might have three tiers of benefits; one for
recipionts in the Ist 2 years; another for recipients in years 3-5; and a third for recipients still
_on the rolls after 5 years,

2. Job Placement Bonuses: To change the culture of the welfare office, we need to
reward those who find people work and help them stay there,

OPTION 1: Set aside 28% of JOBS money for Job Placement Bonuses, To qualify
for the money, states must design a plan (o reward caseworkers and placement firms for

-



suceessful job placement and retention, State plans would require HHS approval, Bonuses
would only be paid if former recipient was still on the job 6-9 months Iater, and might be
limited to placement of recipients on the rolls 6 months or longer. The bonuses could be
used for reciprents m either the JOBS program or the WORK program.

3. Choice and Competiion: In 1 time-limited system, many welfare recipients will
want to move off as quickly as possible We should follow the Labor Department’s
Waorkiorce Security model in two argas: a3} by creating Charter Welfare Offices, natonwide
or on a demsonstration basis, which would enable Project Match and other programs to
compete to become JOBS prograres; and b) by ensuring that welfare offices provide recipients
with consumer information on the job placement records of the various programs and services
available to them,

4. Everybody Does Something: The definition of activities can be flexible, but
everyone in the JOBS program has to do something from Day One. In general, it is better to
fimit the number of extensions and phase in age groups more slowly than to let the size of the
cohort dictate a loaser extension policy. No “deferrals” -- evervone must be participating m
some way.

8. Work First State option to require work or community service at any time in the
JOBS program, cven for those in raining  National requirement thar anyone who 15 deemed
job-ready be required to work right away. Sinularly, anyone who comes back onto the rolis
emplovable should be required to work, even if they haven't reached the tnne hinut

6. Any Job Is a Good Job. Anycne who s offered a job st any time on AFDC -~ in
the JOBS program or the WQRK program -- must accept the job or lose eligibility. ’

7. Sanctions: APWA recommendation to impose 25% sanction of AFDC and Food
Stamps for non-compliance. Fven that won't be enough to change behavior.

8. Job Search Last The last three months of the two-vear time limit must be spent on
supervised job search. Recipienis must take a job if offered.

L. WORK, Not Welfare

1. Guarantee a Job Offer, Not a Joh: The WORK program is not a guaranteed job for
life; the only guarantee is that recipients will be offered a job - in the private sector, in a
subsidized public or private sector job, or in community service. Anyone who is offered a
job in the private sector must take it

2. Let the States Decide: The only way to make the WORK program work is to give
states broad discretion in designing and admimistering it. We don't know the right answer, so
we should fet them experiment



a. WORK. Program Block Grant: Local job markets vary dramatically, and
different states will have different needs. The WORK program will provide
states a lump sum for each WORK-mandatory individual {including that
person’s benefits), which will be enough to help pay wages, chuld care, and
perhaps limited admimistrative costs. States will make money on some
recipients and lose money on others. States can use the money to find,
subsidize, or greate jobs. States will be expected to set up or make use of
governing boards with representation from government, business, and labor.

b. Set Their Own Time Limit Every state should be required to provide
WORK positions to recipients for st least 2 years beyond the time limit,
Beyond that, states could choose to: 1) provide WORK slots indefinitely; 2}
end WORK after 2 vears (4 vears total on welfare), with some basic safety net;
3) make the WORK program volustary, with same benefits for those who
choose 10 work, but dramatic {50+%) reduction m benefits for those who don't,
Long-termers will still qualify for Job Placement Bonus

¢. Se¢t Ther Own Wages: If we gave states the flexibility fo set differential
benefit levels for short- and fong-termers, they could also determine their own
wage scales for WORK jobs,

3. Private Sector Subsidies; Wage supplementation should be made casier and
encouraged. Ntate option to use both Food Stamps and AFDC 1o subsidize private sector
jobs, and to calculate both in determining wages and minimum howrs of required work.

4. Job-Readiness Standards: Staie option to demand high standards from recipients as
a way 1o increase employer confidence. For example, the WORK program could require drug
testing and other basic job screens. Anyone who is fired from the WORK program should get
one chance 1o come back, not several

5, Spell Gut Where the Jobs Are: When we propose legislation, we should make clear
where the WORK jobs will be in the public and private sectors:

g Child Care: Optien 1 - award the 1V-A ¢hild care money for JOBS and
WORK participants to the WORK program, which can use the money 1o set up
child care cooperatives staffed by paricipants in the WORK program.

Option 2 - give JOBS and WORK participants vouchers and a choice of child
care providers, but require those providers to hire a ¢ertatn percentage of
WORK participants.

b. Housing: Require public housing authorities to spend a portion of their
housing rehab money (o hire welfare recipients, Work with construction uniong
to develop nationwide apprenticeship program for residents of public housing.

t



|
c. Chuld Support Enforcement; Missourt wants to use AFDC recipients as child

support mediators. They would also make excellent enforcement miestigators
to relieve the crushing burden on child support caseworkers.

¢. Private sector commitments: We should require that at least 50% of the
WORK slots be in the private sector.

6. Mixing Work and Welfare: We should encourage recipients to work, but at some
point, we should encourage them 1o leave the welfare system:

a. Count the BITC a3 income for AFDC purposes: Once we have advance

payment of the EITC, it will be income.

b. A tme hmit on mixing work and welfare: The clock should slow down for
recipients who work, but it shouldn't stop altogether, Perhaps a 4-year himit,

¢. Limit earn-back o 3 months: The purpose of caming back eligibility should
be to allow a brief cushion o hard nmes, not welcome people back onto the
welfare rolls, No one who has left welfare should be able to sam back more
than 3 months of eligibility at any timse,
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12.

13.

14.
15,
16.
17,
18.
19.

Advance payment of the EITC

Liberalizing the assets test/Conforming Food Stamps and AFDC filing
units or other program simplification '
Services to non-custadial parents

Up front job search requirements

Participation rate and federal match rate assumed in JOBS
Participation rate and federal maich rate assumed in WORK
Treatment of part-time work :

Exemptions

Sanctions

Time limiting the WORK program and providing an in-kind safety net
at some fixed perceniage of current bensfiis

Whether additional time on welfare can be ecarned once a recipient
leaves the system

Capping administrative costs in the WORK program at a different
level assuming more will be borne by employers

Eliminating the 100 hour rule, the quarters of work test, or the state
option to provide benefits for only 6 months for two parent families
Interaction costs with 8S1, Food Siamps, Child and Feeding Programs
Systems Costs (i.e., AFDC tracking, WORK program and CSE}

Fraud

Child Support assumptions

Child Care assumptions:

Demos

3
i
i
¥
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WELFARE/WORK IDEAS
February 11, 1994

Job Scarch First
Declining match 90 1st year, 80 2nd yr, 70 3rd y1, 60 4th yr...
(applics only to new applicants)
20% of JOBS § set aside for bonuses to placement firms and caseworkers.

year 1: job search followed by training
year 2: job scarch followed by part-time work at state option”
ycar 30 job scarch followed by work or no bencfits
year 4: job search followed by work or no benefits
year 5: job scarch followed by voluntary work or reduced benefits
- state option to make work program mandatory
- people still eligible for placcment bonus at any time

phasc—in 23~-28 & up in 95 or 96 = 2m phased-in; 300k in work
-~ don't phasce in bevond age 30

size of JOBSAvork program: assume max of 2.5m phased in

parallel program for DADS? g

Scoere X
BITC e Titawmds I
N -}#}5 ‘(M‘A..{‘v 1



Stemming the flow on to AFDC

*Job search first

*Child support enforcement

*EITC/Healtheare

Additional childcare for working poor {could score as savings if used as jobs)
*No citizenship for children of illegal entrants to U.S.

*Paternity requirements in medicaid plus

*State bonus—match rate for cases in first 2 years with paternity

*Rebuttable presumption of fatherhood with DNA testing

Increasing the flow out:

*Bonus for placement (Designed to score as savings, og through targeting on first time
entrants under 23, bonus increases with number of maonths on AFDC up to 36)

*States can count federal monies (cg. CCGDB, medicaid, headstart, PHA
modemization, ¢i¢.} against welfare benefits if paid to provide temporary on-
the—job—training.

*Everything counts after 3 vears: Cap on federal dollars paid to AFDC recipicnts at
the poverty level. (For example, if a family receives AFDC the total of
¢hild support, carnings, BITC, housing, LIHEAP, food stamps, general
assistance, etc. cannot be greater than $11,000)

*Federal match falls after yce;z 2t 77, After year 4 it falls again,



Make work pay ~ Only the federal govertment can st up the rules of the game
(taxcs, health, daycare) so that working is a sensible choice for a single parent,

Hold mothers and fathers equally responsible for supporting the children they
ereate ~ The federal government can require the non-custodial parent to contribute to
their child's support by tracking across state lines, forfeiting tax rebates, allowing wage
gamishing and ultimately requiring the non~custodial parent to work.

Enforce immigration laws — Require all parents present at binth to provide proof of
lcgal entry and residence in order to obtain a birth certificate for the child. Children
will receive only a "notification of birth” until proof is provided. Children of iilegal
aliens should not beeome citizens—~they should be deported.

Transitional support ~ Any of us may be down on our luck for a little while and
nced a hand up. As a nation; we should insure oursclves and our children against
temporary difficulities. The goal should be getting back to work and haviog a long
term plan for building skills and employability through work or cducation.

Up 1o two years: Tralning (counselling, placement, and skill building services)
Up to two years: OJT, (community work experience or subsidized private work)
Three years maximum Training plus OIT.

Lifetime access to learning while working {One stop/Income contingent grant).

Post-transitional maintenance ~ Once we have provided all of the above, our only
responsibility should be to support children. No federal dollars should be paid to raise
familics above the national poverty level after they have been on welfare for more
than three years. States may require both pareats to work in exchange for benefits.

s E .! .l. v ¢

Maximize number of paternities ~ Only states can implement a system in hospifals
or through medicaid which maximizes the number of paternitics. Not every individual
can be held accountable for paternity.

Maximize number of child suppert orders ~ Only states can make the process of
getting a child support order streamiined and automatic. {Is that truc?)

Maximize the number of peoplc who receive job offers, who have long term
success plans, and who leave welfare as early as possible.

Minimize the number of people who hit the time limit and are unable to support
themselves.

Enforce a cap on the total benefits paid to AFDC parents after three years.



Decide whether 3 work requirement at that stage is worthwhile,

Individual R ibiliti

Mother must identify father (or set of likely fathers) at time of medicaid birth,
application for AFDIC, FS, etc.

Fathers can be held lable for child support unless they cooperate with DNA testing
and it proves negative patemity.

Parcnts must show proof of legal residence at birth in order to obtain birth certificate
for child.

Non-custodial parent must pay or work, Wages, tax rebates, or any other federal
payment can be garnished and remitted to child's carctakor,

Custodial parent is expected to work at least pari—-time as soon as possible {except for
high school students.) Those who are in training, college, ctc. are still expected to
work at least 10 hours per week ASAP.

IOBS program participants should have a menu of providers to choose from. Since
they have only a limited resource (3 yrs), they should have a say in how 1o spend it
The money must follow the customer choice.

After three years of training and OJT, the parent may not collect more than the
poverty level in assistance while on AFDC.,



Gerry ¥Whithurn, 2.11.94

family cap 70%

-- 1lm _to counties for creative family planning needs and regmis
-- MOU with svery understanding with new recip

-- teach county workers sex education

-- mail twice a vear descriptive info family planning

-- face 10 face assessments twice a year/ nust talk about it

birthrate 8% reduction -- 3235 million/ - 60 state, BO &l
fedexal over 5 yre; 5.4b over § -- 43 reduttdi
- pay for performance in JOBS program

-- mandatory upfront iob search for 100% -~ pause 30 days
e lAgrangte UR —-

-~= divert a certain group/

- thild support enforcement

streamline patarnity establishment: hypocrisy of

arrearages; 49%; didn't want to do at same tima as family cap
~» trouble with professional license

L

NJ «~ o spike in abortions. 10-13% since August
fewer babies, not pay benefit, 1 yr less on

8th highest to 31st, 18%°

-- soonomy . ..

-~ avery county is dawn,f?é% are down 30% or more
- pregenerating the stigma

40% of longtermers had 1.4 babies
13,000 bables for

FRAUD,, .

-~ Eingerprinting

Children 1st...
-~ doubling of chilg aagpart eollections

-

Declining henefits

«w f£for those who are able bodied, benefits must end sometime
iobs performance. .. ‘

-- require federal ggproval of bonus plan

charles murray... jfk message to congress re welfare

walfare shouldn’t pay for graduate school snd masters degrees;

-- fortilit 5 == i¥f you're on AFDUC
-w WisC had 89 AFDC ryegipients last vear

~= 3400 Norplants last year...
== until 19903, you were required

18508 -~ increased 110k, 17% (Calif 5x that in 2 yrs)
19608 -« increased 800k, 100%



26 wks of Ul vs 2800 wks ~~ which would you choose

no money for teens ~- will turn people to prostitution
diminishing benefits

25% sanction is not enough

2 vrs and off vs 25 years is too long

chavlies murray -- another book on IQ

atigma.., = why aurray is s¢ effective ..

any job 1s a good job... whare do mfgs hirye theilr 83-11/hx jobs?
From the vanks of $6-8/hr jobs.

1869 .. 14% of recips had work: now it's 7% ~~ 93% aren't doing a
damn thing.

ouYy proposal requires work after month one if someone is job-
ready. If someone is deemed dob-ready, require them to go ta
waxx right away. = BOX are job ready

earning hepefits back ig bullshit -~ 1t's a crutch

-~ 35% of people accessing it over 10 yrs.

608-831~7151 (H)



EXECUTIVE OFFICE o F T HE PRESIDENT

0%-Feb~-1894 07:40pm

TQ; Igabel Sawhill
TO: Kathryn J. Way
TO: Paul R. Dimernd
TO: Bonnie L. Deane
FROM: Bruce N. Reed

Domestic Polﬁcy Council

SUBJECT:  Making WORK work

The more I think about cur caseload projections and the prospeoct
of 800,000 people in public sector job slots for life, the more I
fear we'rve headed for political disaster. I'm not worried that

Congress would actually pass such & program -- they couldn't pass
a stimulug program to create real jops, 0 why would they pass &
makework jobs program for people on welfare? -- but I am afraid

that this administration might make the mistake of proposing it.
If we do, we will scon see our allies vanish: the moderates won't
want to spend that kind of money, the 60Ps will think we're being
too generous, the left will think we're being mean-spirited, and
AFSCME will use every resource to kill us.

S0, we need to come up with an alternative plan unless we want to
go down with the ship. Paul, Bonnie, and I have been discussing a
faw options that could save money and save face:

1. Reguire that 1/2 the work slots be in the private sector.
Subsgsidizing a private sector iab 15 sure to be cheaper than
creating a public one, b/¢ there will be no administrative costs.
The average welfare benefit {(85000/yr) is more than enough to
subsidize a Ffull-time minimum wage job, let alone a 20 or 30 hr &
week Jjob., (We'll still have to pay child care no matter where the
gslot 1s.) This option would come as a great relief Lo AFEUME -~
and also to state govis, which want no part of public jobs
programs. We could even include some kind of waiver provision for
high~unemployment cities that really want to create more public
jobs. Not many would take us up on it.

2. At the same time, require that the other 1/2 of the work slots
he in areas where the federal govt is already expanding spending:
¢hild care, Head Start, Empowerment Zones, housing, etc. This has
_the double benefit of saving money we don't have to spend twica,
and engsuring that we don't displace existing public sector
workers, The states would like 1t b/c these are all areas where
the feds are already picking up most of the tab, so we won't be
dumping them with some costly new CETA program. MNMoreover, doing



this would save us so much money we could even give a little
ground on the wage issue if we wanted., We could afford Lo pay tha
prevalling wage for child care workers so long as we're paying it
to the same pecople we're trylng to move off welfare.

Belle, can we cost out such a proposal? Maybe we could get a time
ilmit for the private sector subsidies, at least -« although i
think we should also fight for an overall time limit on the work
slots,

Of course, we still need to fight for all our measures that will
keep people from going on in-the first place -~ paternity
establishment, teen pregnancy prevention, job search. And we need
& way to move people Off quicker, whether it's bonuses to Ameérica
Works style job placement services or a state option to phase in
the work regquirement even soonar,

i
\
|



EXABCUTIVE OPFFICE O©OF T HE PRESIDENT

09-Feb-1994 07:46pm

e Isabel Sawhill

TG Kathryn J. Way
TO: Faul R. Dimond
{3 Bonnde L. Deane
¥ROM: Bruce N. Reaed

Domestic Policy Council

SUBJECT : Cash for Addicts

¢

Belle, we need to look hard at possible savings in S8 from
craciking down on freud and abuse in the 85I drug addiction and
alooholism program., You may have seen the story in the Post about
Bill Cohen’s study finding $1.4 billion/yxr in waste, and the
Dateline report last night showing footage of addicts walking out
of the welfare office and using the money to buy drugs.

The natural inclination at HHS wili he 0 say that these addicis
are very deserving, and cutting their henefits will put their
¢children at risk, ete. But we cught to be able to propose a time
limit for cash benefits, or an A™ card that prohibits fraud.

We can keep paying for their treatment without paying for their
habilit.

One other thought: has your staff analyzed the House GOP hill to
gee whether we can sqgueeze additional savings beyond HHS's numbers
on immigration, paternity establighment, substance abuse, etc.?
That would be helpful as we lay this out for the President?

f

v



EXECVUT IVE CFFICE g F THE FRESIDENT

10-Feb-1994 05:53pm

TO: Kathryn J. Way ,
T0: Isabel Bawhill .
TO: Paul R. Dimond

TO: Baonnie L. Deane

FROM: Bruce N. Reed

Domestic Policy Council

SUBJECT: WORK Alert!

David agrees that we've.got to wrestle

utility... public housing is big user of energy

lead paint abatement ...

insurance cos. to set up non-profits. Home Insurance Co. 825 out
of every salg they make in public housing.

§2.8 bill for housing renovation...
ed gorman ... school to work to university

indianapollis,... building trades agmt with pic/jtpa/building
trades/ 200 people a year for 16 yrs 98% placement rate... 2700 in
LA. .. some came back and taught in the program...

upfront stipend... tools for kids ... need help saving 8 to buy &
car, b/o transp is key to construction industry... 60% of
Jjourneyman’s wage... $812/hr...

expand In the south ... self-rgliance, macho, black women,
how do we bulld upper body strength for women,..

talk to cilisneros... gquality corporate sponsorship ...
wa missed the civil rights movement...

white paper ... ;

national non-profit foundation to run this problem ... broad
coglition...
joe shuldiner... likes it ...

8100 m/yr ... jumpstart training....
1060 per ity per vear



EXECUTIVE OFFICE O F T HE PRESIDENT
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10-Feb-1994 10:41am

TO: Bruce N, Reed -

FROM: Kathryn J. Way
Domestic Policy Council

CCe Igabe) Sawhill

CcC: Paul R. Dimond

CCs Bonnie L. Deane

SUBJECT: RE: Cash for Addicts

Q T?%*\x“ﬁxtywSSST:

Bruce~~Good thoughts on two important issues. Let me add my concerns to each.

881-- We need to lock at coordination of time limit requirements between
AFDC angd SSI. If not States will move their substance abusers and other
"marginal” disabled ¢lients te 8SI. Then they will have no state S8
requirements and won't have tc include them in the participation rateg. The
child-only cases will climb even higher. Right now the two programs are in
conflict. Now, the incentives for S51 encourage you to use drugs. OnGe you §-
top you're no longer ellgible for SSI. Of ¢ourse, we are not monitoring that
program very well and in many cases the physical damage done while abusing
drugs/alcohol has created a physically disabled person. There are no time
limits on this txﬁa of eligibility in 881 currently s0 people continually go
throught t renab/recovery revolving door. I think one more conversation on
ways to coordinate these two programs would be helpful. Of course, some time
linits on this type of disasbility would also result in some additiocal cost
savings, !

WORK-~Agree that a public works program for 800,000+ is not attrative to
propose, forget whether or not it will pass. Targeting child care and home
helath aides in particular makes good sense. I would prefer to not have these
count in the WORK program, rather be "private sector " jobs that will give the
client job stability and the EBITC in addition. Child care wages and home helath
aides wages are at the very low end of the scale. Seems 1f that could be
combined with some EITC $£38 it would be a real boost to the child care industry
and assist with some job stability in a field where there currently is none,
THig could also help moving people "off” before the two years are up. For the
WORK program, I think we have to let the states come up with the answers for the
most part. I think we have lost sight of the notion that our efforts are to get
people Off BEFORE two vears. If we use the ¢hild care, home health aldes and
some HUD jobs we can show some results early. This will also reguire the
welfare offilces to be prepared to explain to ¢lients the advantage of leaving
early, EITC and saving some"months of welfare”" for times of emergency.


http:Sawhi.ll

Two more things, on the work for wages, Mike mentiloned we have to build
in some “slack”™ for people who have trangportation, c¢hild care problems etc., I
think that is exactly wrong. The purpose is for people to experlence the real
world of work. JOBS counselors need to work with olients before they take those
jobs to explain back up plans for emergencies and how to talk with employers
when an emergency does arige. Remember the lady from Marriott who talked about
clients thinking & sick day was appropriaste because of a headache or cold. ,
Finally, we have to talk sbout forever excepting part time work as O0.K. It is
one thing to allow people curxrently working part time to continue for some a-
mount of time until & full time position ig available(maybe 4 years or 3 years)
but ¢ allow people to mest the reguirement by obtaining a part time position
gets up different problems, 1f for gome reason health reform does not happen
the way we envision it, & greater number of enmployers will structure part tiem
work for entry level., Reoipients will continue to receive welfare, medicaid and
in addition they will never accumulate pension benefits, etc.

That's it for ﬁaw.



EXECUTIVE CFFICE CF T HE PRESIDENT

10~Feb-1994 12:35pm

TO: Bruce N. Reed
FROM: Izabel Sawhill
Office of Mgmt and Budget, HRVL
cC: Kathryn J. Way
ce FPaul R. Dimond
CC: Bommie L. Eeana

SUBJECT: RE: Making WORK work

I1've heen worrying about the caseload projections, too. Yesterday,
I met with my staff and they pretty much conwvinced me that we're
not talking about 800,000 but rather about 1.8 million WORK slots
(and this excludes the part-timers, people with children under 1,
etc.}. I tend to agree with HHS that there won't be this many in
practice but there will still be a 1ot and we won't be able to
convince CBO or the Jason de Parles of the world about a different
scenaric. :

With respect to your proposed solution, I think it has the right
feel to 1t, and we'll be glad to try to cost it out., But here are
a few issues to consider:

1. Will private sector subsidies work? Tthe TJTC {which includes
walfare recipients as one target group) doesn't have a great
record of sucoess. {Moreover, Reich has made a number of public
statements to this effect.) Suppose the private sector doesn't
absoybh half the caselcad? Under the Youth Incentive Entitlement
Program of the late 1970s, employers were offered 100% wage
subsidies o hire disadvantaged youth and very few were wililing to
participate. Un the other hand, the plan might work if one
combined finagial inducemants along with appeals to business to do
their part to help Yend welfare as we know it." .

2. Are there enough low-skilled jobs assocdated with the expansion
of federal spending that welfare recipients could £ill? We need
some analysis of where, specifically, such jobs might be, and what
the consequences might be of £filling them with former welfare
recipients.

In thinking about the problem of tryving to greate £0 many jobs, 1
keep coming back to the need to guarantee people not a job, but
the offer of a job. Last night I read the draft specsg for the WORK
program, and I was horrified by the extent to which we seemed to
be going through contortions te give people second, third, and
fourth chances. A hbetter, approach, in my view, would he to pour
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lots ©f money into helping people find jobs that already sxist,
give them some moral and practical support while they are
adjusting, create a limited number of jobs along the lines you
suggest in areas where private Jobs are genuilnely scarce, but then
be prepavred to really end welfare if this doesn't work. If walfare
is to be a second chance and not a way of life, then the same
needs o be true of workfare as well.

What I really disiike is the idea that states have to create a
certain number of work slots. I would much prefer to glve them
fyunds tied to their success in finding dpbs for people. We should
simply say that we will reimburse them for every person they move
off the rolls, whether into & public or private 1iob, and leave 1t
up to them how they do thIsT If the job-finding/work creating
bonus were, say, $15,000 per person, and states and their
communities were allowed the flexibility to use this in any way
they wished, my guess 18 they would be creative and they would
succeed. They would make money on scome people and lose them on
cthers. (Some peeople would find jobs quickly: others would remain
on assistance but at gtate expense. ) The only federal requirement
would ba that they couldn't leave mothars and children destitute.
Eithaer they find people jobs or they provide a state-funded saferty
nat,. There must be some number {like, 815,000} that would make the
states willing to sign on to such a plan and that would be cheaper

than an unlimited workfare program. I will have my staff play
around with this a little more.
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THE WHITE HOUSE
WASHINGTON

?ebruary 22, 1494

MEMORANDUM FOR BO CUTTER
GENE SPERLING

FROM: BONNIE DEANE
. PAUL DIMOND

SUBJECT: WELFARE REFORM

[}

Summaxy: As you know, several agencies are concerngd about the
currant state of the welfare proposal and the Inter-agency
process for reaching closure. The chief concerns of the economic
agencles and working group members are summarized below. In
gddition, we have attached a memo from Bruce Reed t0 the senioxr
staff at HHS sumparizing specific options which certain White
House offices {DPC/NEC/OMBY would like to keep on the tabls
dguring the next round of working group and pringipals meetings.
Also attached isg a chart showing our besit eatisate of the
timeline for decisionmaking.

Hext Steps: We can arrvange a time for Belle and Bruce to brief
both of you together with Larry Katz., ¥You may also wani to
invite Roger Altman to partilcipate in the briefing.

Izsues: :

. Gene and others have argued that the President’'s welfare
proposal mugt look and sound tough on day one. Either we
start tough and let.others soften it, or we start soft and
let others toughen it. Gane {the world's greatest softie}
would prefer that we start tough. As the specifications for
legislation have been developed, HHS staff have ercded most
of the toughness of the plan in numercous little ways. In
Bruce's attached memo, he argues for the Inclusion of tough
opticns (e.g. no separate apartment for teen mothers on
welfare and no increase in checks for having a baby).

. Reducing the flow of new applicantg into welfare and
increasing the flow of welfare recipients off welfare is the
most important good-policy, low-cost issue., In addition to
us, Belle, Bruce, and Heather are concerngd that the working
group will present a plan baged on an asgumption of caseload
expansion continuing at its current rate because the CBO
won't score behavioral c¢hange. At the end of the day, 1f we
cannot argue that our policies will reduce the number of
people on welfare and the costs of supporting them, who will
believe that we have reformed welfare?

Wl - M{ L
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Three main factors are likely to affect the flow rates:

- Mesgage: There is some preliminary evidence that a
tough message reduces the flow onto welfare while a
kinder message of help and training tan increazse the
fiow even if the actual policy framework l1s the same.
This make us extremely vulnerable in 1998 1f our kinder
maessage dominates and the caseload swalls, We must
engure that our message centers on a tough parental
responsibility {governments don‘t support children,
parents do; deadbeat dads will get caught: and defer
having children until you can support them}.

- Illegitimate birth rates; Without strong action to
halt the 1llsgitimate birth corisis, we will have littie
credibllity with the public on reducing welfare rolls.
Almozt all of the dramatic increagse in the welfare
caseload in the last four years can be attributed o
the increase in early, out of wedlock childbearing.
Furthermore, some analystg claim that over half of the
total costs go to support mothers who began welfare as
a teen parent. Anyone who is active in their
community, even business, 1is aware that thisg isgue is
the heart of the problem.

- Birect actiong to reduge the caseload: For example,
upfront, supervised job search bafore signing up for
welfare or letiting states reduce or sliminate welfare
gupport for the jobh-ready adults after four years would
have direct, sasily scorable impacts on £1low rates and
caseload size,

Cene is also very concerned about the entitlement offsets in
the budget. Naturally, we are scraping the bottom of the
barrel for cuts to fund anything. To find entitlement cuts
in the HHS budget to fund welfare involves some very
unpalatable choices bhetween pne group of poor people and
anotheyr., Many of these issues and ideas are already
leaking, to our great embarrassment. One alternative to
cutting other programs for the poor is reduging the cogt of
Welfare Reform program itgelf. Which leads to the next
issue. ..

Belle Sawhill, Alicia Munnell, Joe Stiglitz, and Larry Katz
have expressed grave concerns about the unwillingness of HHS
to share cost estimates associated with various policy
choices. While HHS is Justiflebly concernad about leaks,
the lack of cogt data makes an intelligent discussion of the
policy options difficult. We all agree that we cannav
afford a solution which is not driven by cost
considerations, Yet, we are not providing some of gur best
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pelicy experts with the relevant cost information. How can
we get their advice on how to balance cost and policy trade~
offs? How can they help design & program for re-empioyment
and work which is driven by cogst considerations without cost
ggtinates?

Te the extent that thess expexts can Judge the costs on a
back of the envelops baaia, they are advoecating several
1ideas which save » - are ; * Bruce's memo
outlines many of these ”tough love“ moat gavers. There ig
regigtance by the HHS gtaff to include these ideasn.

For example:

- Mandatory supervised job search before signing up for
walfare. This may provide scorable savings of up to $2
billion over 5 years.

- Minor mothers cannot have independent status. If they
cannot live with parentg, they must live with another
adult guardian who will teach parenting skills.  This
saves money because thelr welfare checks will be based
on their parent’s income oxr AFDC check,

- Count the EITC as ingome for A¥FDC purposes. Once the
EITC is paid in advance, 1t should replace AFDC as &
non-stigmatizing support. Encouraging families to
collect both will undermine support for the EITC.

- We can employ people off welfare in the jobs we will
create with new federal money in ¢hild ¢are, health
care, child support enforcement, housing refurbishment,
etec, Thisg dramatically lowers the cost of a public
sactor jobs program, allows communities to help
themaselves more, and clarifiles "where the jobsg are” for
concerned unions and other interested parties.

~ Bruce's memo contains many more tough-love and cost
saving policiles.
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» Alicia, David, Bruce, Bells, and others are very concerned
about the provision of work APYER THE TWO VEAR TIME LIMIT.

~-Phase~in. The rate of phase-~in affects the number of jobs
needed at the end. Slow phase-in would be gagiler to fund, but
looks less like an end to welfare. Starting with those under 24
could be the right compromise. It all depends on the numbers.

~Juob Quality and Length. Putting pecple toe work in anything
batter than workfare or make-work jobs ls very expensive. Most
of the senlor staff agrees that we should provide better guality,
real jobs right after the time-limlt for up to a maximum of two
years. Paul, however, believes that a one-year work program
would be more feasible, effective, and likely to launch workers
into the private sector. There I1s significant disagreement about
the axtent to which subsidized private sector jobs can be or
should be an alternative to public Jjobs. The despest
digagreements, however, arise cover what te do after two years on
wolfare and one or two years of work:

a} Return to welfare as we know it. (Maximum cost)

b) Let individuals return to welfsare or the JOBS program,
but lower the state match rate for long term cases s that
stetes try harder to get people off welfare sooner. {Less
cost; but it may be an unfunded mandate}

¢y In addition to option b, allow states to reduce henefits
for the job ready adults stil) on welfare after 3 or 4 years
hut exempt a certain number Of people who will never work in
the private sector. {Minimum cost, allows states a way out,
and provides an exemption for certain individuals.)

Assuming that CBO and other commentators will not give us any
credit for changing the behavior of welfare recipients, deciding
between a, b, and c above wiil determine the gteady state costs
and the ultimate size of the public Jjobs program.

~Unions and others are concerned about displacement. Strong

anti-dispiacement provisions tend to leave make work @#s the only
option. Yet, without displagement provisions, critics will cleim
that welfare reform will drive people from jobz and onto welfare.

~Bonnie and Paul are concerned that none of the design features
for the JOBE or WORK programs will help 1if the flow on and nff of
welfare in the first two years isn’'t drastically changed. We
will shoot ourselves in the foot in 1996 and 1998 i{f cur welfare
refoyrm proposal serves only to increase the attractiveness of
getting on welfare. After all, wouldn't lots of people want two
yvears of free education and training (with daycare included) and
then a guaranteed job afterwards for two years or more?

i
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February 18, 1994

. MEMORANDUM FOR WELFARE REFORM TEAM
FROM: BRUCE

SUBJECT: JOBS AND WORK

Here is an attempt to suramarize the DPC/OMB/NEC vision of the JOBS amd WORK
program, and where we stand on the key questions. Please include these ideas in your draft
of the cost#inancing/key issues document.

¥

L FPersonal Responsibility: Preventing Welfare Dependency

All recipients will be required 1o sign a Personal Responsibility Contract that makes
clear up front the tenns of their assistance -- what they can expect from govemment and what
respoasibilitiss will be expected of them in retum.

‘the Personud Responsibility Contiact st includs the following conditions:

1. Upfront Job Search: Applicants must go through 30-60 days of sepervised job
search hefore receiving benefits. Emergency assistance may be granted in sowme cases.

2. Paterity Fateblishment:
* Require mothers to cooperate with patemity estsblishment 8s a condition of bensfits.

* Reduce federal match to zero for cases in which paternity i3 not established within 6
months.

* Apply paternity establishment requirements to public housing.

* Require birthing hospitals and prenatal clinics which receive public funds to ask
about paternity.

3. Feen Maothers st Home: Minar mathers must live at home gud finish high school.
Minor mothers in AFDC households should not qualify 2% 8 separate casehead Teens who

have babies must go right back to school, md shouldn't be allowed to drop out for a year w0
have 8 child. :

4. National Campaign Against Teen Pregoancy: We would like to consider setting
aside 3 small percentage of JOBS money for this pwpose, to set National Prevention Goals
and challenge the states to come up with school- or coromunity-based plans to meet those

1



gouls (90% patemity establishment by the year 2000; an illegititnacy rate that is flat or
declining by the year 2000; etc).

%, No Additonal Benefits for Addiionsl Children: Prefiminary estimates from New
Jersey suggest 10-15% reduction in additional children bom on AFDC. Even without that
caseload impact, a family cap will generate significant, scorable benefit savings.

OPTION 1. National rule of no additional benefits for additional children, with some
of the savings used for a national campaign against teen pregnanty wud 1o make sure
recipients receive adequate family planning informstion and advice.

OPTION 2: State gption to no longer provide sdditional benefits for additonsl
children, so long as states also provide family ;ziazmmg information and cownsehing. {Assume
half the states will take this option,

* In any case: Prohibit Medicaid reimbursement for fertility drags while on AFDC
{which I'm told are currently paid fef in 40 states}

6. Rewards and Sanctions: Give states broad flexibility to adjust AFDC grants for
responsible behavior: 8) requiring and/or rewarding parents 10 make sure their children are
immunized; b) requiring and/or rewarding parents of teenagers for staying in school: ¢}
requiring young parents to sttend parenting classes; ete,

. XOBS: Changing the Oulture of Welfare

Our biggest challenge is to change expectations for recipients and casoworkers at the

same firme. As we expand the JOBS program, we need to change the culture of the welfare
office 10 reward work and resulss.

1. Performance-Based Match: We need to chenge incentives within the weifare
system 1o get people off welfare as soon as possible, with a declining federal match (highest
% in st 2 years, slightly lower in years 3 and 4; 50% in 4th year and beyond) that will

encourage states 1o spend monoy upfront, aad reward states for movmg people quickly into
the workforce.

1. Job Pracement Bonuses and Worker Support: To change the culture of the welfure

office, we need to reward those who find people werk md heip them stay there
* Set aside 25% of JOBS mongy for Joh Placement Bonuses and worket support. To

qualify for the meney, states must design e plw:z to feward mworkers and placement firms
for successful job placement and retention. State plans would require HHS approval.
Bonuses would only be paid i former recipient was still on the job 6-9 maonths later, and
might be limited to placement of recipients on the rolls one year or longer. The bonuses
“conld be used for recipients i either the JOBS program or the WORK program.




3. Choice snd Competition: In a time-limited system, meny welfare recipients will
want to move off as quickly as possible, We should follow the Labor Department's
Warkforce Security mode] in two areas: a) by giving govemors the option to create Charter
Wetfare Offices, which would enable Project Match and other programs to compete to
beceme JOBS programs, wd U) by esuring that welfare offices provide sceipients with

consumer information on the job placement records of the variouy programs and services
availsble to them.

4. Everybody Does Sometling: The definition of actuvities can be flexible, but
everyone in the JOBS program has to do something from Day One. In geperal, it 15 betier to
limit the number of extensions and phase in age groups more slowly than to let the size of the

eohort dictate a looser sxtension policy. No "deferrals® -- everyone must be participating in
sonle way.

£. Any Job Is &2 Good Job: A::zyene who is offered a jéb at any time on AFDC -
the JOBS program or the WORK program -~ must accept the job or lose eligibility.

6. Sanctions: Follow APWA recormendation to lmpose 25% sanction of AFDC and
Food Stamps for non-complimce.

7. Job Search Last The last three months of the two-yesr time limit must be spent on
supervised job search. Recipients wmiust take a job if offeved,

. WORK, Not Welfme

L. Guarenice 8 Job Offer, Not s Job: The WORK program is not 2 guaranteed job far
tife; the only guarantee is that recipients will be offered a job - in the private sector, in a
subsidized public or private sector job, or in community service. Apvone who is offered a
job in the private sector must take it or lose elimbility,

2. Lat the Statey Decide: We strongly favor work-for-wages, and are open to
suggestions on how to make it 8 visble optien. Om other questions, we believe the only way
to make the WORK program work is to give states broad discretion in designing and
administering it. We don’t know the right answer, so we should let them experiment:

RXK _ ack Grant: Local job markets vary dramatically, and'
dszermt statcs w1ll have :iszcrmt needs. The WORK program will provide
states 8 lump sum for each WORK-mandatory individual {including that
person's benefits), which will be enough o help pay wages, child care, and
perhups limited administrative costs.  Stales will make money on some
recipients and lose money on others. States can use the money to find,
subsidize, or create jobs, States will be expecred te set up or make use of
goveming boards with representation from government, business, and Inhor



We believe that it i3 vital to block grant the benefits as well as the
administrative costs -- otherwise work for wages will be too onerous (with too
many maonthly hassles) for the private sector, :

ogram: The WORK program shonld be limited 1o
7 years, with periodic 3eb searcl; &mg and betwesn assignments. After 2
years, states will make o assessment of WORK gradustes, If they are uneble
to work, the state can place them back on extension status, where they will
receive regular AFDC beusfits and the state will receive its regular maich, but
where they will count against the stae’s overall cap on extensions. If they are
able to wark, the state can declare them job-ready end reduce their benefits as
wuch as half. The stote will receive a lower match for job-ready long-termers.
These long-termers will still qualify for Job Placement Bonus.

3. Private Sector Suhsidies: “}Vage supplementation should be made easier end
encouraged. State option 16 use both Food Stamps and AFDC to subsidize private sector
jobs, and to calculate both in determining wages and munimum hours of required work,

4. Job-Readiness Standards: State option to demand high standards from recipients as
a way to increase emplayer confidence.  For example, the WORK program could require drug
testing end other basic job acreens. Asyone who is fired from the WORK program should get
one chance to come back, not several.

§. Spelt Out Where the Jobs Are. When we propose legiglation, we should make clour
where the WORK jobs will be in the public and private sectors. We believe that it is

reasonable to sssume that 20% of the new jobs vould come from expansions related to

welfare reform:

2 Child Care: Option | - award the IV-A child care money for JOBS and
WORK participunts to the WORK program, which can use the money to set up
child care cooperatives saffed by participants in the WORK program.

Option 2 - give JOBS and WORK panicipants vouchers and 2 choice of child
care providers, but require these providers to hire a certain percentage of
WORK participants.

b. Housing: Require public housing authorities to spend a portion of their
housing rehob moopey  hire welfwre recipients. Work with construction unions
to develop nationwide apprenticeship program for residents of public housing,

bild ot Enforcement: Missouri wants 10 use AFDC recipients as child
support mediators. They would also make excellent enforcoment investigaloss
to relieve the crushing burden on child suppornt caseworkers,
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d. JOBS Workers: As Sen. Moynihan told us, in mamy welfare offices there
isn't much that separates people on sither side of the table. As we expand the
JOBS progrem, some of the new hires should be to hire people off welfare,

1V .66 nts: We should set a goel that 50% of the WORK
slots be in thc pmfzs{t: seelm We believe that we should consider ullowing the
EITC for WORK participants in subsidized private sector jobs, not only to
make those jobs more attractive but also because it will be difficult for the IRS

to tell who's getting a sobsidy. (Why allow it for TITC-subsidized but not
WORK -subsidized? eic)

6. Mixing Work snd Welfare: We should sncourage remplmts to work, but at some
point, we should encourage them to leave the welfare system:

zectplmts who work, but it shoulda't sm;z aitcgether Perhaps a 4-year limit,
Counting the EITC a3 income for AFDC purposes would mitigate this issue.

¢. Limit sam-back to 3 months: The purpose of eaming back eligibility should
be to allow a brief cushion in hard times, not welcome people back onto the
welfare rolls. No one who has left welfare should be able 10 eam back more
than 3 monthg of eligibility at any time.

7. Work Programs for Neo-Unstodial Pareats Whe Den't Pay Child Support. If we're
going to have a sizable work program for AFDC mothers, we should have a sizable CWEP
pmgram f‘er fathcrs 1o work off their child support. We would like to include the option of s
1o ans andatory work program for pon-custedial parents. We believe these
Pfi’gwms wre o much better mvestmaent then child support aysurance, and should be funded
the same or significantly higher levels. States should have flexibility to design their own
programs, but here the emphasis should be on CWEP, not work-for-wages.

1V. Reipventing Govermnment

We need to think more about whether and how these and other possible changes can
“help reduce welfare fraud. If we don't come up with our own anti-fraud provisions, we may
end up with fingerprinting or something like it.


http:purpo.es

by, |8

1 .
I.-‘.
I

"*‘(;:w- Mot doc. b KC vsxl’ Mhise (= ao hhm-lu-

> Tedee LA Specs
po (oca,

‘“\P\Avnu. ft-cLu, l’pk{ +o G Usat (} &""/dc"

m&w.m {. Arnelant 3 coger, s )
) & i
3 h&r tyshm (M el )

/'k:—j esh-b- S]L-,' -pﬁ-»- &.7..»41\%:!-.‘. (6 mos.)

o~ ,C /?0 iab Coa Amr;f
v ﬂmi‘k\’y P adce cns-(o-.l s::,., i Catae

7«0? G’ wlopb.u.-d' lroves & e-a/Lb":—pM
A oy T o b () 1ot
-—-C’.-f :::,fo lun.( LS GLI“
"Shcﬁm {pw-J" ?/bovws Clln"‘
bovte madbory wre 6-TOBS 4013 I:L”‘S’“ﬁ&,,

ﬁwmu (eraber jooy) & doc crc-bed
ﬂ-lb. nJI ‘h -l\ Pf'ruh\..f ar loyt Lb-t!lh 12 ety c oy,

4 g (sﬁ_n,I.‘)
"&'"\‘: l‘”bl.l o mg P”V ER‘
l‘-"\ v'-rp::k\w- : )
lfg»( Aldrs » #EDC - 1.0 i 6ot bl SH:,J...; -r3
o s comet il gl b gl SE OO
PR '?. S’-«.f’w- ﬁ‘c

.f'\' ‘ f. @u..u.., GGV;/N\ (f‘l c,ra-c-.;v/)r';c)

2. /,/avvl'“"? dove €S e u~ AFOC 2
3. };.,_J £e0 ‘f hornvar B rec ryd

2 Faily Dowel. ek |
5 Tob- C&/Jf- /«-414:47 ,uijv (7% 1vr )
&, D‘?#t{w wef 9p r‘-"*-"(/t{ﬁ (//‘\:70\ $/ML.)
+. ,.Sawc#wri allon Ffohd Jrrmiz. o dafrrmee

JF toge bt beds {Mi)
7. Fo (o Preenr 22
9. A pseires

19. Mu FS: AFDE /\fw:s?rs,f-o{( 5{}/)



_‘}:; '
e Welfare Reform Oy Al

Palicy Checklist

m A Keeping Peaple Off Wellare

'; 1. Making Work Pay
e -« How much will the cxpanded EITC reduce the welfare rolls?
="* —— What other incentives can we offer o make work a better deal?

" 2, Health Care Reform
- How much will health care reform reduce the welfare population?

4., B, Welfare to Work

.. 1. Education and Training

iﬁ . -~ [oes it work? What model programs should we follow?
0 -- How can we do more with existing federal programs (JTPA, Dislocated Workers,

£ Unemployment Insurance, etc.)?

/s 1
1}

':;“ 2. Job Placement and Worker Support
g - How can we accelerate placement into private sector johs?

!

A — What do we need to do keep them there?

o
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3. Public and Private Sector Jobs

- What kind of private sector jobs will be available for people leaving welfare?

~w What kind of public sector jobs can we create, how many will we need, and how
mtzch will they cost?
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; C Time-Limited Welfare

~: © 1. Designing a Universal System

e

s -~ How can we caver the most people with the foewest exemptions, without
bankruptmg the states or creating an enormous bureaucracy?

g ~— Who should be exempt?

i ‘ - How should we sanction those who refuse to work?

e -~ How quickly should we phase in this new system?
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2. Workfare vs, Work Instead of Welfare

.

L -~ Should people work off their benefits (like CWEP), or should we guarantee them
i full~time minimum~wage public-sector jobs, or $k0ﬁi{i we use their bencfits to subsidize
(" private~sector employment?
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3. Bold, Persistent Experimentation
~= How do we streamline the welfare system (AFDC, food stamps, housing, et¢.)?
~~ How do we encourage bottom~up experimentation while still insisting on
fundamental reform?

D. Other Isspes

1. Child Support Enforcement
-~ What incentives can we use t© demand responsible behavior?

2. Building Support
~= What do the states need to make these reforms work?
- How can we attract support from community groups and the private sector?

3. Money
- How much will welfare reform cost?
- Where can we find the money?



