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May 4, 1994 

TO: 	 David Ellwood 
Mary Jo Bane 
Bruce Reed 

Melissa SkOlf~eld~~FROM: 

I've attached several'sets of talking pOints for your review and 
approval j some of whioh you've seen in earlier drafts. This first 
batch includes talking points on the overall plan; Charles Murray; 
tha Republican bills; state issues; waivers; sanctions; teen 
pregnancy; child support enforcement and license suspension; the 
effect of health reform; the Family Support Actj and minor mothers. 

If possible, I wou14 like to have your comments on the first 
four topics by the end of tbe day, since I~terqover~.ntal Affairs 
needs them for a meeting tomorrow. It would also be helpful if I 
could get your approval on the rest of this set by Friday 
afternoon, so I can make any changes and circulate them again for 
final clearance before next Wednesday's meeting. 

Your edi~be faxed to 690-5673. or feel free to call me 
at 690-6a53~ Ma a Fischoff, WhOfS been working with me and with 
ASPE on these, n be 'reached on 690-6221. Thanks. 

~qO -lH7 
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Welfare Reform Working Group 
Talking Points: REPUBLICAN PLANS 
May 3, 1994 

;'There are aU kinds of proposals out there. 'know that the Republican welfare 
reform proposal has a lot of things in it that I like. But I think it's way too hard on 
financing things through savings from immigrants. I think it goes too far there," 
President Clinton, press conference 3/24/94 

President Clinton has sought to reform welfare for years and we are pleased that 
Republicans have developed legislation which shares many of his priorities. 
President Clinton sponsored innovative programs as governor of Arkansas and was 
instrumental in passage of the Family Support Act of 1988. His campaign focused 
attention on welfare reform. and we're glad Republicans agree on the need 'for 
change, 

The RepUblican 1egislation is proof that the consensus 00 the need for reform 
reaches across party rines. Everyone~~Democrats and Republicans, administrators 
and recipients··agree that we must reform the welfare system, It doesn't work, 
and it doesn>t reflect the important American values of work and responsibility. 

The Republican legislation includes many elements of the plan that President 
Clinton has already outlined. Both emphasize the values of work. family. 
opportunity, and responsibility. 80th make public assistance a transitional benefit 
leading to mandatory work; emphasize parental responsibility and delay!ng sexual 
activity; and provide funding for education, training, child care, and job creation. 
And both recognize that we must spend money to move young mothers toward 
self·sufficlency. 

However~ our plan places a greater emphasis on making work pay. We recognize 
that 70% of welfare recipients already leave the rolls within two years and just 
need help keeping that first job. Republican legislation in the House of 
Representatives caps the Earned Income Tax Credit, a powerful work incentive 
with bipartIsan support. That's exactly the wrong approach. 

- In addition, the Republican plan's financing unfairly penalizes vulnerable groups and 
the states. The Senate bill, for example, makes sweeping cuts in benefits for legal 
immigrants. The House bill reduces food stamps, WIC, 'and other nutrition ' 
programs servrng children and the elderly. Such cuts in cost-effective programs 
might actually increase long~term costs--and would inevitably add to state financial 
burdens. 

While the mainstream Republican legislation overlaps significantly with our 
proposal, we reject the more punitive reforms developed by Charies Murray and 
William Bennett. By completely eliminating benefits for teenage mothers, their plan 
would "write off" an entire generation instead of building job skills and selfw 
suffi_ciency, \f'!e believe the Administration's approach is a better way to reward 
work and responsibility. 
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Welfare Reform Working Group 

Talking Points: RESPONSE TO CHARLES MURRAY 

May 3, 1994 


"He did the country a great service. I mean. he and! have often disagreed, but I 
think his analysis is essentially right. Nowt whether his prescription is right, I 
question".! once poUed 100 children in an alternative school in Atlantaw-many of 
whom had had babies out of wedlock--and I said, 'If we didn't give any AFDC to 
people after they had theil first child, how many of you think it would reduce the 
number of out~of-wedtock bilths?' Over 80 percent of the kids raised their hands. 
There's no question that that would work. But the question is .. .Is it morally right? 

" ... There is no question that..,if we reduced Aid to Families with Dependent 
Chlldren, it would be soma incentive for people not to have dependent children out 
of wedlock... IO}nc. a really poor woman has a child out of wedlock, it almost 
locks her and that child into the cycle of poverty which then spins out of control 
furthel. " 
President Clinton, NBC News interview 1213193 

, 
Teen pregnancy. illegitimacy. and singre~parent families are important problems 
which must be addressed. We agree that violence, crime, drug use, poverty, and 
nomelessness are all connected to the increasing number of births to young unwed 
mothers. 

However. holding teenage parents responsible for support of their childhm makes 
more sensa than simply CUlling off benefits. OUf approach would condition 
teenage mothers' AFDC benefits on staying in school, living at home with their 
parents or a responsible adult, identifying their child's father, particIpating in job 
training, and attending parenting classes, This combination of "carrots and sticks" 
is only possible If you continue benefits for single mothers who take steps toward 
seff~5ufficjency~-and reduce benefits for those who don't. 

Simply cutting off support to teenagers and thair young chUdren is irresponsible, 
dangerous, and potentially counterproductive. In a recent poll, an overwhelming 
70 percent of Americans rejected this approach.1 While Murray says his approach 
will not harm children, the truth is that millions of young mothers and children 
would no longer have a safety net of any sort. This untried approach wouid almost 
certainly increase crime and homelessness. The President's strategy of time-limited 
benefits and supportive services would, like Murray's, end welfare as a way of life­
~but would preserve it as a "second chance:' 

It~$ important to demand responsibility of teenage fathers as weil as teenage 
mothers, One of the worst features of Charles Murray's approach is that it lets 

lL.A. Iim~? poll of 1,682 adu!ts'n April 1994, The margin was +/·3%. Asked i~ they would 
support "00 benefits" for women WIth children born out of wedlock, 10% sa;d 00 and-Z6% said yes. 



141004 
U2.02 690 567305/04194 14:14. 

teenage fathers off the hook. True welfare reform demands that both parents take 
responsibility for their children, and we believe no plan will succeed without a 
commitment to paternity establishment and tougher child support enforcement. 2 

OUf proposal requires mothers to provide paternity and locating information before 
receiving benefits, We will also develop hospital~based programs to determine 
paternity for all babies, since studies have shown such proactive efforts to be most 
successful. 

Conditional AFDC benefits work, A rigorous evaluation of one such program in 
Illinois and New Jersey found that teenage mothers who received conditional 
benefits, along with case management and support services, achieved significantly 
higher rates of school attendance and employment, The 3,000 participants who 
faced a $160 reduction in their monthly AFDC grants had success rates nearly 20 
percent higher than young mothers who dld not face sanctions or receive services. 
Simply "writlng off>! an entire generation of young people would do nothing to build 
job skills and turn dependence into independence. 

<"\ am letting unmartied 1sthars off the hook,,,Given t'1at a woman chooses to engage in sex­
Knowing that the man is not wearbg a condom, what is the responsibilitY of a mele for the fact that 
a child is conceived and carried to term il1 an ago when contraceptives and abortion are freely 
available? ... As far as , can tell, he has approximately the same casual responsibility as a slice of 
chocolate cake has in dstermining whether s woman gains weight." Charles Murray, The SlJnd~y i(!I!.C's 
11/14/93 
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Welfare Reform Working Group 
Talking Points: 'OVERALL PLAN 
May 4, 1994. 

"It's time to honor and reward people who work hard and play by the rules. That 
means ending welfare as we know it~-not by punishing the poor or preaching to 
them, but by empowering Americans to take care of their ch11dren and improve 
their lives. No one who works fulJ-time and has children at home should be poor 
anymore. No one who can work should be able to stay on welfare forever. We 
can provido: opportunity. demand responsibility, and end welfare as we know it." 
President Clinton, putting Peopl§.£irst, p, 164, 

Welfare reform is based on two simple principles: work and responsibility. 
Unfortunatt:ely, the current welfare system undermines these values by making 
welfare more attractive than work, and allowing parents to avoid responsibility for 
supporting their children. The President's plan would restore the basic values of 
work and responsibility, provide opportunity, and promote the family. 

Under the President's plan, wolf.re will be about a paycheck, not a welfar. check, 
To reinforc,~ and reward work, our approach is based on a simple compact. 
Support, job traming, and child care will be provided to help people move from 
dependence to independence. But @)two years. anyone who can work, must 
work~-in the private sector jf possible. in a public service job if necessary. ' 

Reform will make welfare a transitional system leading to wor~: a second chance, 
flot a way of life. Fr9m the very first day, the new system will focus on making 
young motbers self-sufficient. With child care and job search assistance, many 
people will move into the w~rkforce well before the two-year time limit. And from 
the very first day, teenage mothers will be required to r ith their parents, stay 
in school, 6i1d attend job training or parenting classe . A smallmifforitY-of-Y.ou.!l9 
~erswHJ1special neecfsrn;I¥,equiTe--e1(ff81ime to become job~ready, but ? 
,everyone Will-ba.1'I'lG\Iin9-towaRl-w0f~t-· 

~ /9"""'" ~ 
Our approach also correctly foouses on yo n9 parents-·those who have the most to 
gain and thE) most at risk. By initial! fo sing our resources on mothers under age 
25, we will send a strong signal to teenager that welfare as we know it has 
ended. They must get the message tnat staying in school, postponing pregnancy, 
preparing to work. and supporting their children are the right things to do. As 
welfare reform is phased In, a larger percentage of the caseload will be covered: 
and states which want to move even faster will be able to use federal matching 
funds to do so. 

j, 

To support work and responsibility, work must pay_ Already, 70 percent of welfare 
recipients leave the welfare rolls within two years··but most will eventually return. 
That's why we must use the Earned Income Tax Credit, guaranteed health care at 
work, and child care to make any job more attractive than welfare. The EITC alone 
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will effectively make a minimum wage job pay $6.00 an hour, helping to lift 

millions of people who work out of poverty, 


To reinforce personaf responsrbility. the pJan will take new steps to require full 
payment of child support, It sets up a new system of paternity establishment to 
enforce the responsibility of both parents from the momont the child is born, It 
involves the IRS in tracking delinquent parents from the moment they start a new 
job to the point that child support is delivered to the family. And it sets up a 
computer system to be sure that parents don't avoid their responsibilities by 
crossing state lines. 

Responsibility and accountability must also extend to the welfare office itself. 
Unfortunately, the current system focuses too often on simply sending out warfare 
checks. We must change the welfare office to a place that is fundamentally about 
moving people into the workforce. To do that, we must reward performance, not 
process, and change the culture of the welfare office. 

Our approach builds on the successful philosophy of the Family Support Act, . 
championed by then governor Clinton in 198.8, More federal funding wi!! help 
states provide increased job opportunities and basic skills training to mothers over 
age 25, even before the plan is fully phased in, 
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Welfare Reform Working Group 
Talking Points: STATE ISSUES: FINANCING, FLEXIBILITY, AND WAIVERS 
May 3, 1994 

"I do believe the st~tes are the laboratories of democracy. j do believe. that where 
people are charged with solving the real problems of real people. reality intrudes, 
and politics often is more likely to give way to making progress .. , [The Family 
Support Actl was never fully implemented because Istates] had to spend all Itheirl 
money on mandatory ... medical costs and building prison cells ...So we need to 
begin there." 
President Clinton, remarks to the National Govern!?rs' Association 2/1/94 

"We gave the states more power to innovate because we know that a lot of great 
ideas comi~ from"outside Washiflgton and many states are already using it." 
President Clinton, State of the Union address 1/25/94 

President Clinton's welfare reform plan will support states while increasing 
flexibility. President Cilnton recognizes that some welfare problems require federal 
aid in the form 'of technical assistance, simplified regulations, or greater federal 
funding. But other problems are tied to specific social and economic issues and 
demand local flexibility. 

Already, the Clinton administration has racogn;zsd the value of state efforts. Since 
January 1993, HHS has granted demonstration waivers to 14 states. States are 
already experimenting with tlme~jjmlted aid programs followed by work, assistance 
for two-parent families, and special requirements for teenage mothers. Our welfare 
reform program will build on the knowledge and experience gained through these 
state initiatives. 

Welfare reform will not mean additional unfunded state mandates. Instead, we will 
increase federal funding for JOBS, pregnancy prevention, child care, and child 
support enforcement. We will provide new funding for WORK programs. And we 
will raise federal matching (ates to make money more available. 

States will share in the benefits of welfare reform. Since AFDC is a joint federa!­
slate program, states will benefit from welfare reform's emphasis on child support 
enforcement and moving recipients into lhe work force. 

The WORK program continues the flexibility of the exisling JOBS program. States 
must provide work opportunities for those unable to find unsubsidized private 
sector jobs after two years,. but states and loca' communities can tailor these 
WORK programs to iocal needs and circumstances. Local governments will be able 
to subsidize private sector employers, create public sector work slots, or enter into 
creative agreements with businesses or non "pro fit agencies. 
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The Adminlstrat;on's plan recognizes that states will nead adequate time to move 
to the new system. By contrast, the House Republican welfare plan (HR 3500) 
requires an eight~fold increase from current participation levels within eight years. 
And while state costs would inevitably grow, the Republican bill provides no 
additional federaj.matching dollars for work and training programs, child care, or 
other services. Our phase-in strategy lets states start with a manageable caseload, 
and go farther with federal help if they wish to. 

The Clinton plan may provide state options to: 
• 	 Extend assistance to poor two-parent familiesi 
• 	 Use monetary incentives as weH as sanctions to keep teen parents in 

school or GED class; 
• 	 .Deny increased benefits to women who have additional children while on 

welfare; 
• 	 Deveiop mandatory work programs for noncustodial parents; 
• 	 Grant a limited number of extensions to women in work-study programs or 

other activities necessary to prepare for work; 
• 	 Set higher earnings disregards for recipients. 

http:HHS-PUlU.IC
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Welfare Reform Working Group 
Talking Points: WAIVERS 
May 3, 1994 

hWe (must] also revolutionize our welfare system. Last year, we began this. We gave 
the states more power to innovate because we know that a let of great ideas come 
from outside Washington and many states are already using it." 
President Clinton, State of the Union address 1125194 

"I do believe the states are the laboratories of democracy. I do believe that where 
people are charged with solving the real problems of real people, reality intrudes, and 
politics ofton is more likely to give way to making progress." 
President Clinton, remarks·to the National Governors' Association 2/1J94 

President Clinton's walfara reform plan builds on a strong record of state innovation 
and state success. Under the Social Security Act. the Department of Health and 
Human Services can exempt states from laws governing the AFDC and Medicaid 
programs. This waiver program has allowed states to explore alternative welfare 
approaches and adapt federal programs to local needs. 

The Clinton administration has streamlined the waiver process. increasing state 
flexibiJity while maintaining quality services for HHS beneficiaries. Faster reviews have 
meant more flexibility tor states and a better federal partnership, 

The scale of the waiver program reflects state eagerness for welfare reform. Since 
January 1993. HHS has approved wetfare demonstration projects in 14 states: 
Arkansas, California, Colorado, Florida, Georgia, Illinois, Iowa, North Dakota, 
Oklahoma, South Dakota. Vermont, Virginia, Wisconsin, and Wyoming. Eleven other 
states have app'ications pending. 

Waivers anow a striking variety of initiatives, Some states have required teenage 
mothers to live at horne rather than in households of their own, to stay In school, and 
to participate in job training, Others have reduced or eliminated aid after two years~· 
often providing transitional jobs··in order to encourage work and self-sufficiency_ 
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Welfare Reform Working Group 

Talking Points: SANCTIONS 

May 3, 1994 


"We should insist that people move off welfare rolls and onto work rolls. We 
should give people on welfare the skills they need to succeed, but we should 
demand that everybody who can work go to work and become a productive 
member of society, " 
Bill Clinton, announcement speech, Little Rock, AR 10/3191 

President Clinton's welfare reform plan provides opportunity and supportive 
services. but ,t also demands responsibility. People who refuse to participate in the 
JOBS program or fulfill their WORK obligations will be sanctioned. Expectations-­
and consequences--wm be clear. 

Conditional AFDC benefits work, A rigorous evaluation ot one such program in 
Illinois and New Jersey found that teenage mothers who received conditional 
benefits, along with case management and support services, achiev.ed significantly 
higher rates of school attendance and employment,. The 3,000 participants who 
faced a $160 reduction in their monthly AFDC grants had success rates nearly 20 
percent higher than young mothers who did not face sanctions or receive services. 

Safeguards will ensure fairness, If stateS fail to provide services specified in the 
employability plan, they must grant extensions past the two-year limit to JOBS 
participants. States will continue existing notice and hearings protection, and 
recipients wlll receive benefits during the hearing/ appeals process. After the 
second WORK sanction, states will evaluate the family's need for otner services. 
And job search assistance will continue during WORK sanctioning. 

Under our proposal~ individuals who fail to participate in education, training. or 
employment as required during the first two years will lose cash benefits. and Food 
Stamps will not increase to offset that loss. 011 average, the amount lost will be 
$226. month, and will correspond to the adult's share of the AFDC grant.' 

Successive violations will result in longer benefit suspensions. As in the 1988 
Family Support Act, adults wiJl lose benefits after the first violation until they begin 
to comply, A second violation results in sanctions for three months or until 
compliance, whichever is longer. Third and subsequent failures result in sanctions 
for six months or until compliance. whichever is longer. 

80th before and after the two~year time limit. recipients refusing to accept private 
sector jobs without good cause will lose fam11y cash benefits for six months or until 
they accept a private sector job. After reaching the two-year time limit, WORK 

lEst' mated natloral average 'Tloflthlv AFDC payment for an adult, calculated bv ASPE 5/3/94. 

http:achiev.ed
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participants will experience the same sanctfon faced by ordinary workers: lost 
wages for hours not .worked. 

Broader sanctions are Imposed on WORK participants who fail to job .earch •• 
required Or who quit. ara dismissed from, or refuse to accept a WORK assignment 
without good cause. After a first violation, families lose half their cash grant for 
one month or until acceptance of a WORK assignment, whichever tS sooner. After 
a second violation, families lose WORK eligibility and half their cash grant for three 
months, Third imd subsequent sanctions end the family cash grant and WORK 
eligibility for three months, 

Some benefits will continue~~even during sanctions-win order to protect children. 
During JOBS sanctions. children will still receive benefits and families will keep 
Food Stamps, housing assistance, and medical insurance. During WORK sanctions, 
families will keep Food Stamps, housing assistance, and medical insurance. 
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Welfare Reform Working Group 
Talking Points: TEEN PREGNANCY 
May 3, 1994 

"They have to come to understand that children having children is just wrong, and 
can't lead to anything good for them... We have to change that, and we have to 
help them change that." 
President Clinton, American Society of Newspaper Editors 4/13/94 

Teen pregnancy is an important issue for this Administration, because It''s linked to 
poverty. welfare dependency. child health, and ather domestic issues. Each year, 
200,000 teenagers aged 17 and younger have children. The babies are often low­
birth weight; infant mortality rates are also disproportionately high among this 
population. Teen pregnancy frequently leads to poverty and welfare dependency. 
The costs to society are enormous. 

Preventing teen pregnancy and out~of~wedloc:k births is a critical part of welfaro 
reform. Cases headed by unwed mothers accounted for most of the growth in the 
w'elfare rolls over the last decade. We need to send the strongest possible signal 
that pregnancy and childbirth should be delayed. And we also need to·focus on 
teens who are already mothers--with mantorfng, child care, time~1imited AFDC 
benefits, requirements to live with a caring adult and identify their child's father, 
incentives to stay in school, and other services necessary to put them on the path 
to work and seJf~sutflciency, 

The link between teen births and poverty is clear, Approximately 80 percent of the 
children born to teenage parents who dropped out of high school and did not marry 
are poor. In contrast, just 8 percent of children born to married high school 
graduates aged 20 or older are poor, 

Our reform proposal tells adolescents that both parents have c1ear obligations that 
will be enforced. Mothers must provide paternity information before receiving 
benefits, and absent fathers must pay child support. Automated state systems will 
use wage~withholding and license suspension to collect support. And a new 
national database will follow cases across state lines. 

Teen pregnancy prevention requires cooperation between HHS. Education, Labor. 
Justice.,and other agencies. The problem's connection with other issues such as 
violence, drugs, crime, and education makes such interagency coordination 
essential. Our effort will involve School-toAWork, Head Start, child care expansion, 
child support enforcement, health care reform, and the EITC, 

This Administration recognizes that government can't do it all. Our proposal wiil 
bring together loca! schools, communities, families, and churches. 
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Welfare Reform Working Group 

Talking Points: CHILD SUPPORT ENFORCEMENT 

May 3, 1994 


"If we value responsibility, we can't ignore the $34 billion in child support absent 
parents ought to be paying to millions of patents who are taking care of their 
children ... People who bring children into this world cannot and must not walk away 
from them." 
President Clinton, State of the Union address 1 125194 

Child support can help and the poverty and insecurity that victimize single-parent 
families. In 1990, absent fathers paid only $14 billion in child support. But if child 
support orders reflecting current ability to pay were established and enforced, 
single mothers would have received $48 billion: money for school clothing, food, 
utilities, child care. The President's plan will close this $34 billion gap.' 

Both parents are responsible for supporting their families. Parenthood brings clear 
obligations and those obligations will be enforced. 

Making child support. national priority will help lift slngle·parent families out of 
poverty. It will show adolescents that parenthood has clear and unavoidable 
obligations. And it will slowly reknit fractured families by emphasizing the bonds~~ 
financial and emotional~~that link parents and their children, 

Our national failure to collect chUd support has several explanations. Fathers often 
deny paternity, so that mothers cannot establish their right to child support. Child 
support awards are low and rarely modified; award updating is frequently initiated 
only at the mother's request and requires extensive litigation. And ineffective 
collection enforcement allows many absent parents~wespecially in interstate cases-­
to avoid payment without penalty, 

Building on the best state and federal initiatives, we can solve these problems. We 
can reduce' litigation. automate enforcement, and create the proactive system that 
our children need. Our approach focuses on three key steps: 

lLf§.tilQJish p~1ernitv:Jor all births. EconomIc incentives wW encourage states to 
establish paternity for all births regardless of welfare status. Hospitals will expand 
existing paternity programs, while simpllfied legal procedures and greater use of 
scientific testing will facilitate later identification. Under the Clinton plan, welfare 
applicants must supply the father's name and location in order to receive benefits. 

1Elaine Sorensen, "Noncustodial Fs(hers: Can Thev Afford to Pay More Child Support? 

(Preli'Tlinarv Findings}," The Urban Insti:ole 119941. 
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2) Reassess awards guidelines and automaticallv update payment sums as parental 
incomes change. President Clinton's welfare reform plan establishes a comm,ission 
to evaluate national awards guideHnes. States will automatically update awards for 
all families. 

3~ Enforce collection. Using federal funds, states win replace the existing 
fragmented child support structure WIth centralized registries. States will monitor 
payments automatically and use new enforcement techniques: wage withholding, 
data~base matching. holds on driverls and professional licenses, even property 
seizure. President Clinton's welfare reform plan will also locate absent parents 
nationwide through a new federal clearinghouse and simplify interstate·collection 
through the Uniform Interstate Family Support Act (UIFSA). 

Additional lssues 

Interstate enforcement 

Because one~thjrd of all child support cases invorve interstate collection. that 
process must be dramatically improved. President Clinton's welfare reform plan 
will set up a national child support enforcement clearinghouse with three different 
registries. One registry will locate parents who fail to pay. A second registry will 
provide state information on child support awards. And a third will list new hires 
nationwide so that withholding can begin from the first paycheck, Meanwhile, the 
Uniform Int"rstate Family Support Act (UIFSA) will routini2e procedures in 
interstate casas, 

license Withholding 

As a last resott, states will withhold the driver's and professional licenses of people 
who refuse to pay support, License suspension leaches self~employed .people 
unaffected by wage-withholding. And officials in Maine and California, which 
recently instituted demonstration programs, say that often even the threat of 
suspension spurs absent fathers to face their obligations. (See attached.l 



05/04194 14:;20 U202 690 5673 HHS-PIJBLlC ..'oFFAl ~015 

Welfare Reform Working Group 
Talking Points: LICENSE SUSPENSION/ WITHHOLDING 
May 3, 1994 

"We wijJ ... say to absent parents who aren't paying their child support: If you're not 
providing for your children, we'll garnish your wages, s~spend y'our license, track 
you across state lines, and if necessary make some of you work off what you owe. 
People who bring children into this world cannot and must not walk away from 
them." 
President Bill Clinton, State of the Union address 1/25194 

The Clinton Proposal 

Under President Clinton;s welfare reform planl states will suspend the drive(s, 
professional. and commercial licenses of parents able but unwiUing to pay support. 
Withholding will end after parents arrange payment schedules, 

All states will be required to suspend licenses. States which fail to suspend 
licenses will suffer financial penalties: primarily, losing some federal AFDC 
matching funds. The Clinton plan requires states to suspend driver's licenses 
administratively, in order to avoid the tedious court procedures which have 
impeded current withholding programs. 

States win be able to tailor suspension programs to focal needs, They can choose 
to use administrative holds or the courts to withhold professional and commercial 
licenses, They can determine due process rights for obligors and set the threshold 
amount of child support owed before suspension. 

License suspension is effective as a last resort. It reaches self~employed people 
unaffected by wage withholding, And even the threat of suspension often spurs 
absent parents to face their obligations, 

License withhOlding will be part of a broad, Innovative approach to child support 
enforcement. States will use a wide variety of tools--jncluding data-base matching, 
wage withholding, and even property sejzure~~to enforce payment, 

Existing State Programs 

In 1993. seven states ran suspension programs: Arizona. California. Maine. 
Minnesota. Pennsylvania, South Dakota, and Vermont. Eight others~~~ArkansasJ 
Florida, Illinois, Massachusetts, Montana, Nevada, Oklahoma, and Oregon--are 
currently implementing programs. 

License matChing dramatically increased support collection. California estimates 
that it has collected $5·10 million through the license matching program since 
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1992, while Maine expects to collect $16.7 million biennially. 

Suspension programs have also provided current information about absent parents 
and targeted difficult-to-reach offenders. In Arizona, professionals cooperated 
rather than be referred to their licensing boards. In California and Maine, officials 
located missing parents and updated asset and income information. In 
Pennsylvania and South Dakota, publicity surrounding the initiative motivated 
obligors to come forward. 

A Shining Example: Maine's "Deadbeat Dads" Bill 

Maine withholds licenses simply through 8n administrative hearing. Because 
absent parents can stay the process by going to court, due process protection is 
ensured. 

The threat of suspension is the most powerful deterrent. Absent parents usually 
pay after receiving warning letters. "The Maine plan is designed not to suspend 
thousands of licenses," says Representative Sean Faircloth, "but rather' to create a 
credible sanction that will motivate deadbeat parents to pay up." 

Maine's program is a success. Maine's program should collect an additional $4.7 
million biennially for AFDC families and $12 million for families not on welfare. 
Since the program began in July, collection has been ahead of schedule. 

Maine has only 1.2 million people. On a national scale, the savings could be 
immense. 
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Welfare Reform Working Group 
Talking Points: HEALTH REFORM WILL GET ONE MILLION PEOPLE OFF WELFARE 
May 3, 1994 

"It is estimated that one million people are on welfare today because it's the only 
way they can get health care coverage." 
President Clinton, State of the Union address 1 126/94 

"It is estimated that one million people are on welfare chiefly to qualify for 
Medicaid, the government's healt.h care program for the poor. Some welfare 
recipients have children diagnosed with chronic health problems, or the.v require 
frequent health care services themselves." 
Secretary Donna Shalala, Christian Science Monitor opled 1128/94 

The one million figure is ~ conservative estimate of the number of adults and 
children who are on AFDC simply to qualify for Medicaid. It represents 
approximately 7% of the current caseload (14 million adults and children). 

It is based on a number of studies which found that between 10 and 25% of AFDC 
recipients are on AFDC primarily to qualify for health insurance. HHS' best 
estimate--based on three different research studies--suggests that the provision of 
health insurance would' reduce welfare caseloads by 7 to 12%.' 

In addition to eliminating "welfare lock," the President's health care reform plan 
would encourage families to leave welfare in at least two other ways. First, by 
providing states with funds to set up home- and community-based long-term care 
programs, the Health' Security Act would allow poor adults with disabled relatives 
to enter the work force. Second, by providing health insurance to people with pre­
existing conditions, the Health Security Act would make it easier for people with 
disabilities to get jobs. 

As President Clinton said in his State of the Union address, health care reform and 
welfare reform address the common needs of Americans for security, and for a 
society that enables people to work. Health care reform is a critical ingredient of 
welfare reform. 

'A 1990 study by David Ellwood and E. Kathleen Adams found the effect to be 10 to 20%. 
Another 1990 study by Robert Moffitt and Barbara Wolfe put the effect at 10 to 25%. And a 1991 
working paper by Michael Keane and Roqert Moffitt estimates the effect at 16%. Because these 
studies did not fully reflect the fact that legislation has extended Medicaid coverage to some low­
income women and children not on welfare, the Administration has adjusted these estimates to 
conservatively project that 1 million individuals remain on welfare because of health coverage. 
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Welfare Reform Working Group 

Talking Point.: MINOR MOTHERS--requirement to live at home 

May 3, 1994 


"Can you believe that a child who has a child gets more money from the 
government for leaving home than for staying home with a patent or a 
grandparent? That's not just bad policy, it's wrong and we ought to change 
it...We will say to teenagers, 'If you have a child out of wedlock, we will no longer 
give you a check to set up a separate household. We want families to stay 

L'~ ­togetne r." 
President Clinton, State of the Union address 1125194 

Currently, AFDC allows minor mothers to set up independent households and gives 
them more money to do It, That's not just bad policy, It's wrong, and we're going 
to change it. Young mothers under 18 are still children who need nurturing and 
supervision themselves. And the current policy gives adolescents exactly the 
wrong incentive: to have babies and move out of their parents' homes. 

President Clinton's welfare reform plan corrects the incentive by requiring 
unmarried minor mothers to live with a responsible adult, preferably a parent, 
States currently have the option of requiring minor mothers to stay in their parents' 
households, but only six states and two territories have adopted the provision. 1 

Our prop'osal would make that option a requirement for all states. 

We will. of course, ensure protection for minor parents who cannot live at home 
for good reasons, such as danger of abuse. Young mothers with good cause will 
be allowed to live with another responsible adult, 

Obligating minor mothers to live at home is ~art of Our prevention strategy of 
encouraging teens to delay sexual activity until they can be responsible parents. 
Approximately 80 percent of the children born to unmarried teenage parents who 
dropped Ollt of high school are poor; in contrast, just 8 percent of children born to 
married high school graduates aged 20 or older are poor, The Clinton proposal 
organizes a national ~ampaign against teenage pregnancy and increases access to 

'family planning services. It reqUires minor mothers to finish school and enroll in 
the JOBS program--as well as live at home--and makes teenage fathers responsible 
for child support, 

The Clinton we.fare reform plan tells teenagers that having children is an immense 
responsibility rather than an easy route to independence. When boys see their 
brothers committed to pay child support for 18 years, they may reconsider 
fatherhood, Girls who know that young motherhood will not allow them to leave 

lThe states are Connecticut, Delaware, Maine, Michigan, Vermont, and Wisconsin, The territorios 
are Puerto Rico and the Virgin Islands. 
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President Clinton"s welfare reform plan fixes the weaknesses of the FamiJy Support 
Act while building on its successes, While wei far. reform is targeted at women 
under 25, the JOBS program will continua to move older women toward self· 
sufficiency. Our plan provides additional federal funding and higher federal match 
rates to ease state fiscal constraints and make sure that JOBS, child support, and 
prevention programs reatly work, Greater automation, simplified program rules, and 
streamlined administrative requirements will minimize resources spent on 
paperwork. Finally, we will change the culture of welfare, Agencies must clearly 
explain opportunities and obligations to recipients, move them immediately into 
employability enhancing programs and servjces, and enforce .. rather than 
underminl~*~the values of work and responsibility, 
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Welfare Reform Working Group 
Talking Points: WHAT WENT WRONG WITH THE FAMILY SUPPORT ACT? 
May 3, 1994 

"This spring I wi" send you a comprehensive welfare reform bill that builds on t~e 
Family Support Act of 1988 and restores the basic values of work and. 
responsibility. " 
President Clinton, State of the Union address 1/25/94 

"We never fully implemented (the Family Support Actl. You know it and I know 
it... There's a lot of evidence that significant progress has been made in the states 
that have been most aggressive. Why was it never fully implemented? Partly 
because Congress never fully funded it, partly because ... (as Congress] will say, 
'Well, but the states never fully used all the money we came up with. States must 
not have mally cared about this because they never provided the state match to 
use all the funds' ... One of the things we need to do is go back and look at that bill, 
see what's good about it, figure out what will be necessary to change so that the 
states can take full advantage of that bill, because it had incentives to work, it had 
supports for families," 
President Clinton, remarks to the National Governors' Association 2/1/94 

The Family Support Act of 1988 is the cornerstone of President Clintori's welfare 
reform proposal. It set in place expectations that absent parents must support their 
children, that welfare should be only a transitional preparation for self-sufficiency, 
and that training and support services are as vital as cash benefits. 

All states implemented their JOBS programs on schedule and continue to meet 
participation rate and targeting standards. Each month, almost 600,000 people 
participate in JOBS activities. However, the Family Support Act exempted 
recipients who were under age 16; were ill, elderly, or incapacitated; h<;ld children 
under three; were at least three months pregnant; or lived where the program was 
unavailable. These exemptions limited participation rates, 

The Family Support Act did not anticipate that states budgets would shrink-·or that 
caseloads would expand so dramatically. State budget shortfalls have meant cuts 
in public aid staff and fewer state funds available for drawing down JOBS and 
other federal money. In 1992, states drew down only 62 percent of the $1 billion 
available from the federal government, At the same time, both child support and 
AFDC case loads have grown rapidly. The number of AFDC recipients, for example, 
increased 33 percent between July 1989 and July 1993. 

Finally, the Family Support Act failed to change the culture of the welfare system. 
Today, many caseworkers still spend more time processing for~s and mailing 
checks than helping recipients gain the services and skills needed for self­
sufficiency. And numerous exemptions diluted the message that welfare should be 
a transitional system leading to work, 

http:IIiIS-PUI:H.IC


U202 690 SB7J 11H5~PUIlLl C AFFA I ~021 

. , 


home and school may choose other options. 

At the same time, we link responsibility to opportunity, showing children that 
playing by the rules will lead to a better life. President Clinton's School~to-Work 
initiative facilitates teenagers' transition into the workforce. His crime bill aids 
youth in disadvantaged neighborhoods. In addition, we propose community-based 
demonstration programs to help improve health, education, safety, and economic 
opportunity for youth and families. 
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WORK AND RESPONSIBILITY ACT OF 1994 

DETAILED SUMMARY 

The current welfare system is at odds with the core values Americans share: work, family. 
oppommity. responsibility, Instead of rewarding and encouraging work, it does little to help people 
find work. and punishes those who go to work. Instead of strengthening families and instilling 
personal responsibility. the system penalizes"two--parent families, and lets too many absent parents 
who owe child support off the hook. lnstead of promoting self~sufficiency, the culture of welfare 
offices seems to create an expectation of dependence rather than independence. And the ones who 
hate the welfare system the most are the People who are trapped by it. 

It is time to end welfare as we know it. and replace it with a system thar is based on work aoo 
responsibility designed to help people help themselves. We need to move beyond the old debates and 
offer a simple compact that gives people more opportunity in return for more responsibility, Work is 
the best social program this country has ever devised; it gives hope and structUre and meaning to our 
daily lives. Responsibility is the vaJue that will enable individuals and parents to do what programs 
cannot-because govermnents don't raise children, people do. 

The President's welfare reform plan is designed to reinforce these fundamental values, It rewards 
work over welfare. It signals that people should not have children until they are ready to support 
them, and that parents-both parents-who bring children into the world must take responsibility for 
supporting them. It gives people access to the skills they need, and expects work in return. Most 
important. it win give people back the dignity that comes from work and independence. 

WORK, NOT WELFARE 

Under the President's reform plan, welfare win be about a paycheck:. not a welfare check. To 
reinforce and reward work, our approach is based on a simple compact. Each recipient will be 
required 10 de\'elop a personal employability plan designed to move her intO the workforce as quickly 
as possible. Support, job training, and child care will be provided to help people move from 
dependence to independence. But time limits will ensure that anyone who can work. must work--in 
the private sector if possible, in a temporary subsidized job if necessary. Reform will m.ak.e welfare a 
transitional system leading to work. 

The combination of work opportunities, the Earned Income Tax Credit, health care refonn, child 
care, and improved child support win make ~ lives of miUions of women and children demonstrably 
bener. 

Created by the Family Support Act of 1988 and championed by Senator Moynihan and tben-Governor 
Clinton, the JOBS program offers education, training, and job placement services--but to few 
families. Our proposal WQuid expand and improve: the current program to put a clear focus on work. 
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New provisions include: 

• 	 A persona) employability plan. From the very first day. the new system will focus 011 

making young parents. self~sufficient. Working with a caseworker. each adult recipient will 
sign a personal responsibility agreement and develop an employability plan identifyIng the 
educatjon, trainJng, and job placement services needed [0 move into the workforce. Because 
70 percent of welfare recipients already leave the rolls within 24 months, and many applicants 
are job-ready, most pJans will aim for employment well within two years, 

• 	 A two.-year time limit, Ultimately. time limits will restrict most AFDe recipients to a 
lifetime maximum of 24 months of cash assistance. 

• 	 Job search rust. Panicipants who. are job-ready will immediately be oriented to the 
workplace. Anyone offered a job will be required to take it. 

• 	 integration with mainstream educatioo and training programs. lOBS will be linked with 
jo.b training programs offered under the Jobs Training Partnership Act. the new School~to~ 
Work initiative. Pen Grants. and other mainstream programs. . 

• 	 Tough sanctions. Parents who refuse to stay in school, look for work. or attend job training 
programs will be sanctioned. generally by losing their share of the AFDC grant. 

• 	 Limited exemptions and deferrals. Our plan will reduce existing exemptions and ensure 
that from day one, even those who can't work must meet certain expectations. Mothers with 
disabilities and those caring for disabled children will initially be deferred from the two-year 
time limit, but will be required to develop employability plans that lead to work, Another 
exemption aIiowed under current JOBS rules will be significantly narrowed: mothers of 
infants will receive only shon-term deferrals (12 months for the first child, three months for 
the second). At State djscretion. a limited number of young mothers completing education 
programs may receive extensions. 

• 	 Let States reward work. Currently. AFDC recipients who work often lose benefits dollar~ 
for-dollar. and are penallz.ed for saving money. Our proposal allows States to reinforce work 
by setting higher earned income and child support disregards. We also propose new rules and 
demonstration projects to support saving and self-employment. 

• 	 State flexibility. This plan gives States unprecedented flexibility to innovate and learn from 
new approaches. Much of what once required waivers will become available to States as 
State options" 

• 	 Additional Federal funding. To ease Slate fIScal constraints and ensure that JOBS really 
works, our proposal raises the Federal match rate and provides additional funding. The 
Federal JOBS match will increase further in Stales with high unemployment 
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The WORK program win enable those without jobs after two years to suppon their families through 
subsidized employment. The WORK program emphasizes: 

• 	 Work, not uworkfare. II Unlike traditional "workfare." recipients will only be paid for hours 
worked. Most jobs would pay the minimum wage for between 15 and 35 hours of work per 
week. 

• 	 Flexible. commUDity~based initiatives. State governments can design programs appropriate 
to the local labor market: temporarily placing recipients in subsidized private sector jobs, in 
public sector positions • .or with conununity organizations. 

• 	 A Transitional Program. To move people into unsubsidized private sector jobs as quicldy as 
posldble, participants will be required to go through extensive job search before entering the 
WORK program, and after each WORK assignment. No WORK assignment will last more 
than 12 months, Participants in subsidized jobs win not receive the me, Anyone who 
turns down a job will be removed from the rolls. as will people who repeatedly refuse to 
make good faith efforts to obtain available jobs. 

To reinforce this central message about the value of work. bold new incentives will make work pay 
and encourage AFDC recipients to leave welfare. 

• 	 The Earned 1_Tax Credit (EITC), The expanded ElTC will lift millions of workers 
out of poverty. Already enacted by Congress. the ElTe wilt effectively make any minimum 
wage job pay $6.00 an hout' for a typical family with two children. States will be able to 
work with the Treasury Department to issue the EITe on a monthly basis. 

• 	 Health care reform.. We can't have serious welfare reform without serious health care 
refunn. People should be able to get health care by going to work. and not have to go on 
welfare. Universal health care will allow people to leave welfare without worrying about 
coverage for their families. 

• 	 Child care. To further encourage young mothers to work, our plan will guarantee chUd care 
during education. training. and work programs, and for one year after participants leave 
welfare for employment. Increased funding for other federal child care programs will bolster 
more working families just above the poverty line and help them stay off welfare in the first 
place. Our plan also improves child care quality and enSures parental choice. 

MUTUAL RESPONSIBILITY 

OUr current welfare system often seems at odds with core American values, especially responsibility, 
Overlapping and uncoordinated programs seem almost to invite waste and abuse. Non-custodial 
parents frequently provide little or no economic or sociaJ support to their children. And the culture 
of welfare offices often seems to reinforce dependence rather than independence. The President's 
welfare plan reinforces American values, while recognizing the government's roJe in helping those 
who are willing to help themselves. 

Our proposal includes several provisions aimed at creating a new culture of murual responsibility, 
We will provide recipientS with services and work opportUnities. bur implement tough, new 

3 



requirements in return. These include provisions to promote parental responsibility, ensuring that 
both parents contribute to their children's well~being. The pJan a1so includes incentives directly tied 
to the performance of the welfare office; extensive efforts to detect and prevent welfare fraud; 
sanctions to prevent gaming of the welfare system: and a broad array of incentives that the States can 
use to encourage responsible behavior, 

The Administration's plan recognizes that both parents must support their children. and establishes the 
toughest child support enforcement program ever proposed. In 1990, absent fathers paid only $14 
billion in child support. But if child support orders refler,~ing current ability to pay were established 
and enforced, single mothers and their children would hat':: received $48 billion: money for school, 
clothing, food, utilities, and child care, As part of a plan to redute and prevent welfare dependency, 
our plan provides for: 

• 	 Universal paternity establishment. Hospitals will be required to put procedures in place to 
establish paternity at birth, and each applicant wiU be required to name and help find her 
child's father before receiving benefIts, 

• 	 Regular awards updating. Child support payments will increase as fathers' incomes rise. 

• 	 New penalties for those who refuse to pay. Wage~with.holding and suspension of 
professional, occupational. and drivers' licenses will enforce eOIIIpliance. 

• 	 A national dilld support clearingh0u5e, Three registries-oontaining child support awards, 
new hires. and locating information-win catch parents who try to evade their responsibilities 
by fleeing across State lines. Centralized State registries will track suppon paymerus 
automatically, 

• 	 SCate initiatives and demonstration programs. States wiU be able to make young parents 
who fail to meet their obJigations work off lIle child support they owe. Demonstration grants 
for parenting and access programs-providing mediation, counseling. education. and visitation 
enforcement-will foster non~ustodial parents' ongoing involvement in their children's lives. 
And child support assurance demonstrations win let interested States give families a measure 
of economic security even if child support is not collected immediately. 

• 	 State options tn encourage responsibility, States can choose to lift the special eligibility 
requirements for two-parent families in order to encourage parents to stay together. States 
will also be allowed to limit additional benefits for children conceived by women on welfare. 

To eliminate fraud and ensure that every dollar is used productively, welfare refonn win coordinate 
programs. automate files, and tnOnitor recipients. New fraud control measures include: 

• 	 State tracking systems (0 help reduce fraud. States win be required to verify the identity. 
aIien SlaM. and Social Security numbers of new applicants and assign national identification 
numbers, 

• 	 A national public assistance clearinghouse. Using identification numbers, the clearinghouse 
will foUow people whenever and wherever they use welfare. monitoring compliance with time 
limits and work. A national ~new hire" registry will be used to check AFDC and EITe 
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eligibility, and identify non--custodial parents who switch jobs or cross State Jines to avoid 
paying child suppon. ' 

• 	 Tough sanctions", Anyone who refus~s to follow the rules will face tough new sanctions, and 
anyone who turns down a job offer will be dropped from the rolls, Cheating the system will 
be promptly detected and swiftly punished. 

The Administration's plan demands greater responsibility of the welfare office itself. UnfuItunately, 
the curren!: system too often focuses on simply sending out welfare c~ecks. Instead, the welfare 
office must become a place that is fundamentally about helping people: earn paychecks as quickly as 
possible. Our plan offers several provisions to help agencies reduce paperwork and focus on results: 

• 	 Program coordination and simplJlicatioo. Conforming AFDC and Food Stamp regulations 
and simplifying both programs' administrative requirements will reduce paperwork. 

• 	 Electronic Benefits Transfer (EBT). Under a separale plan deve10ped by Viet President 
Gore, States will be encouraged to move away from welfare checks and food stamp coupons 
toward Electronic Benefits Transfer I which provides benefits through a tamper-proof ATM 
card. EBT systems will reduce welfare and food stamp fraud, and lead to substantia] savings 
in administrative costs. 

• 	 Improved incentives. Funding incentives and penalties will be directly link:ed to the 
performance of States and caseworkers in service provision, job placement, and child support 
collection. 

REAClllNG TIlE NEXT GENERATION 

Preventing teen pregnancy and otlH'!f~wedl()Ck: births is a critical part ofwe1fare reform, Each year, 
200,000 teenagers aged 17 and younger have children, Their children are mOre Hk:ely to have serious 
health problems-and they are much more likely to be poor. AlmoSt 80 percent of the children born 
to unmarried teenage parents who dropped out of high school now live in poverty. By contrast, only 
eight percent of the children born to married high school graduates aged 20 Ot older are poor. 
Welfare refonn will send a clear and unambiguous message to' adolescents: you should not become a 
parent unt.il you are able to provide for and nurture your child. Every young person will know that 
welfare has changed forever. 

To prevent welfare dependency in the first place. teenagers must get the message that staying in 
school. postponing pregnancy, and preparing to work are the right things to do. Our prevention 
approach includes: 

• 	 A national campaign against teen prt!gDallcy. Emphasizing the importance of delayed 
~ua1l1Ctjvity and responsible parenting, the campaign will bring together local schools, 
conununities, families, and churches. to send a strong signal that it is wrong for teenagers to . 
have children outside marriage, 

• 	 A national dea.ringbouse on teen pregnancy prevention. The clearinghouse win 
provide cormnunities and schools with curricula, models, materials, training, and 
technical assistance relating to teen pregnancy prevention programs. 
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• 	 Teen _cy pnventioD grants, Rougbiy 1000 middle and high school' in 
disadvantaged areas wHl receive grants to develop innovative, ongoing teen pregrumcy 
prevention programs targeted to young men and women. Broader initiatives will seek 
to change the circumstances in which young people live and the ways that they see 
themselves, addressing health. education, safety, and economic opportunity. 

• 	 Initial resources targeted to women bom after December 31, 1971. Phasing in the new 
system will direct limited resources to young, single mothers with the most at risk; send a 
strong message to teenagers that welfare as we know il has ended; most effectively change the 
culture of the welfare office to focus on work; and allow States to develop effective service 
capacity, 

• 	 Supports and sanctions. From the very first day. leen parents receiving benefits will 
be required to stay in school and move toward work:. Unmarried minor mothers will 
be required tQ identify their child's father and 1ive at home or with a responsible 
adult. while teen fathers will be held responsible for clilld support and may be 
required to work off what they owe. At the same time. caseworkers will offer 
encouragement and support; assist with living situations; and help teens access 
services such as parenting classes and child care. The two-year Hmit will begin once 
teens reach age 18, Selected o1der welfare mothers will serve as mentors to at-risk: 
school-age parents, States will also be allowed to use monetary incentives to keep 
teen parents in schooL ' 
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TIlE IMPACT OF REFORMS I 

Making all these changes overnight would severely strain the ability of Federal and State govenunents 
to implement the new system. To avoid this problem the plan is phased in by starring with young 
people, to send a clear message to teenagers that we are ending weJfare as we know it. The 
following tables are based on starting with the youngest third of the projected case1oad-persons born 
after 1971, who will be age 24 and under in fiscal year 1996 when the new system is implemented. 

Anyone hom after 1971 who is on welfare today. and anyone bom after 1971 who enters it 
subsequently, will face new expectations and responsibilities. In 1997 this group will constitute over 
one third of the caseioad. By the year 2004, this group will represent about two-thirds of the 
projected caseload. as older cohorts leave and new persons born after 1971 enter. States wanting to 
move faster will have t~e option of doing so. 

In the year 20C10, 2.4 millon adults will be subject to the new ruJes under welfare reform. including 
time limits and work requirements. Almost one million people win either be off welfare or working. 
Of those ani! milUon individuals. 331,000 people who would have been on welfare will have left the 
welfare 'roils. Another 222,000 parents will be working parHUne in unsubsidized jobs, Ana 394,000 
people will be in subsidized jobs in the WORK program, up from 15,000 now. [n addition. 873,000 
recipients will be in time-limited school or training programs leading to employment. 

However, the impact of weifare reform cannot be measured in these numbers alone or fit on any 
chart. In the year 2000. hundreds of thousands of noncustodial parents will be belping to support 
their families and becoming connected to their children .again. Hundreds of schools will be helping 
teenagers postpone sexual involvement, finish their education and prepare for a better future. And, 
thousands more children will watch their parerns go off every day to the responsibility and dignity of 
a real job. 

7 




TABLE 1 


PROJECTED WELFARE, WORK, AND TRAINING SI'ATUS 

OF PHASED-IN GROUP WITH REFORMS 


BY SELECTED YEARS 


FY 1997 FY 2000 "Y 2004 

-1-­
Total Projected Adult Cases With Parent Born After 
1971. Without Refonn 1,641,000 2,376,000 3,439,000 

Status of Phased-In Group, with Refonn: 
-

45,000 331,000 860,000 
Working Part·time 
Off Welfare Because of Reform 

166,000 222,000 271,000 
In WORK Program 0 324,000 566,000 

Total - Working or Ofr Welfare ­ 211 ,000 947,000 1,697,000 

Expected to Participate in Time-Limited, Mandatory 

Training. Education and Placement Program with Strict 
 904,000 873,000 965,000 
Pa~icipation Standards 

-

526,000 556,000 777,000 
Disabled Child or Infant, or Other Exemption 
Deferred or Exempted due to Disability. Caring for a 

, 

Table 1 indicates the number of persons in various parts of the program by year. given the phase-in and the implementation of health reform 
after fiscal year 1999. Note that because a few States will need up to (wo years to pass legislation and implement their systems. the program 
would not be fuJly implemented until late 1996. Thus, fiscal year (997 is the first fuU year of implementation, The time-limited education, 
training and placement program starts up rapidly since everyone in the phased~in group is required to participate if they are not deferred (for 
example, if they are disabled). It does not grow much over time because people leave the program as they get private sector jobs or reach 
the time limit and enter the WORK program, The WORK program grows over time, rising to roughly 556,000 by fiscal year 2004. 
Exemptions are significantly more narrow than those allowed under current law. and even those unable to work will be required to develop 
employability plans. 
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TABLE 2 


Working or Off of Welfare , 
Off of Welfare 0% 14% 
Part-time Work ' 5% 9% , 

In WORK program I ill!. m 
Total 

, 
5% 40%. 

Required to Participate in Time-limited, , 
Mandatory Training, Education and 
Placc:ment Program '''lith Strict Participa~ , 
rion Standards 

Expected to Participate in Training, 
Education, and Placement Program, but 
No Time Limits and Low Participation 
Standards , 

~ferred or Exempted Due to Illness, 
Caring for Disabled Child. Young 
Child, or -other Exemptions 

TOTAL 100% 100% 

PROJECTED WELFARE, WORK A.'ID TRAlNISG STATIlS OF . , 
PHASEJl.1N GROL'!' WI'llI AND WITHOL, REFORMS 

IN FISCAL YEAR 2000 
, 

,
'Without Reforms With Rerorms 

0% , 37%. 
I 

22% 0% 
! 
, 

,i , 
,73% i 23% 

, 
Table 2 shows the impact of these changes for the phased~in caseJoad, compared with what we project 
would be the caseload without welfare and health reform. 

Under the plan, we will go from a situation where almost three..quaners of the persons are collecting 
welfare and neither working nor in training-to a situation wbere three-quarters are either off we1fare, 
working, or in a mandatory time~lim.ited placement and training program. Only those unable to work 
are deferred from the time limits, and even these persons will have greater expectations and ' 
opportunities under the proposed system. In addition, we expect the refonn proposal to significantly 
increase paternity establishment rates, to increase child support payments and to lower child poverty. 
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Moving people from welfare to work will not only reinforce our basic values of work and 
responsibility. it will also help f.amilies provide better support for their children. As a result of the 
aimon reforms, compare the situation facing a single-parent family of three on welfare with the 
situation of a family off of AFDC, 

In the median State, the combined AFDC and·food Stamp benefit level is: $7,52:5. only 63 percent of 
the $11,870 of income needed to keep a typical famiJy of three out of poverty. By contrast, Table 3 
shows that persons leaving AFDC and going to work will be dramatically better off in any private 
sector job, even one paying the minimum wage. 

TABLE 3 

INCOME FOR Jl'.'DIVlDUALS WORKING FULL TIME 
AT VARIOUS WAGE LEVELS 

Hourly 
wage 

Earnings 
(Full-time, 
year-round) 

i !Percent of 
Food Total ' Poverty 

Taxes EITC' Stamps , Income 
i 

$4.25 58,840 $676 $3.370 $2,2$6 $13,190 116% 

$6.00 $12.480 $955 $3,058 $1,380 515,964 ' 134% 

5S.00 516,640 $1,826 52,182 i SO 516,996 143% 

* me assumes that expansion passed in 1993 is fully phased-in. 

Thus. the President's plan, including the expanded ElTC, and health and welfare reform, rewards 

peOVle who are working to suppon themselves and their families. 


A description of the plan follows, 
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TRANSITIONAl:. ASSISTANCE FOLLOWED BY WORK I 

Perhaps the most critkal and difficult goal of welfare reform is to reshape the very mission of the 
current support system from one focused on writing checks to one focused on work. opporrunity. and 
responsibility. The Family Support Act of 1988 recognized, through creation of the Job ' 
Opportunities and Basic Skills (lOBS) training program, the need for investment in education. 
training. and employment services for welfare recipients. Most importantly, it introduced the 
expectation that welfare recipiency is a transitional period of preparation for self-sufficiency. Able­
bodied recipientS were mandated to participate in the JOBS program as a means towards self-
s~ciency. " 

However I the welfare system has not changed as much as was intended. Only a small portion of the 
AFDC caseload is acrually required to participate in the JOBS program, while a majority of AFDC 
recipietits are not required to participate and do not volunteer, An even smaller fraction of recipients 
are working, This sends a mixed message to both recipients and caseworkers regarding the true 
terms and validity of the social compact that the family Support Act represented. As a result, most 
long....erm recipients are not on a track to obtain employment that will enable them to leave ~C, 

SUMMARY OF PROPOSAL 

Tliis reform proposal cans for fundamentally replacing the AFDC program with a transitional 
assistance program to be followed by work. The new program includes four key elements: a simple 
compact; training, education, and placement assistance to move people from welfare to work:; a two~ 
year time limit; and work requirements, Phasing in the plan starting first with the youngest recipients 
will send a strong message of responsibility and opportunity to the next generation, 

A Simple Compact 

Training, Education, Job Search; and Job Pl,acement - The JOBS Program 

• A clear focus on work 

• Imegrating JOBS and mainstre~ education and training initiatives 

Tw~Year Time Limit 

WORK 

• Administrative structure of the WORK program 

• Characteristics of the WORK assignments 
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A Simple Compact. Everyone who receives cash suppon will be expected to do something to help 
themselves and their communiD', Recipients will sign a personal responsibility agreement indicating 
what is expected of them and of the government to prepare thern for serf~sllstaining employment, 
PersoJl'i who are not yet in a position to work or train (because of disability or the need to care for an 
infant or disabled child) will be deferred until they are ready for the time~linrited JOBS program. 
Everyone will have a responsibHity to contribute something and move toward work and independence. 

Training, Education, and Placement Linked to, Work (tbe Job Opportunities and Basic Skills, or 
JOBS program). The core of the transitional support program will be an expanded and improved 
lOBS program that focuses on moving people into work. JOBS was established by the Family 
Support Act of 1988 to provide training. education, and job placement services to AFDC recipients. 
Every aspect of the new JOBS program will be designed to help recipients ftnd and keep jobs. The 
enhanced program will include a personal responsibility agreement (described above) and .an employ­
ability plan designed to move persons from welfare to work as rapidly as possible. For most 
applicants. supervised job search w.iIt be required from the date the application for AFDC is 
approved, JOBS participants wi[( be required to accept a job if offered. The new effort, rather than 
creating an employment training system for welfare recipients alone, will seek close coordination with 
Job Training Partnership Act (JTPA) programs and other mainstream training programs and educa­
tional resources, 

A Two--Year Time Limit. Young recipients will be limited to a lifetime'maximum of two years of 
cash assistance, after which they will be expected to work, While rwo years will be the rnuimum 
period for the receipt of cash aid, the goal will be to help persons find jobs long before the end of the 
two-year period,· Mothers with infants, persons with disabilities which limit work, and those caring 
for a disabled chiJd will be deferred and wilt not be subject to the time limit while such conditions 
exisL In a very limited nmnber of cases, and at the discretion of States, extensions of the time limit 
will be granted for completion of an education or training program or in unusual drcumstances. 

Work (the WORK program). The new effort wm be designed to help as many people. as possible 
find employment before reaching the twtryear time limit. Those persons who are not able to find 
employment within tWQ years win be' required to take a job in the WORK program. WORK program 
jobs wiU be paid employment, rather than ~workfare," and will include subsidized private sector jobs, 
as we1l as positions with local not-for-profit organizations and in the public sector. The positions are 
intended to be soon-term. last-reson jobs, designed neither to displace existing workers, nor to serve 
as substirutes for unsubsidized employment. Provisions will be put in place to discourage lengthy 
stays in the WORK program, Among these win be limits on the duration of any one WORK 
'assignment, frequent periods of job search. denying the EITC to persons in WORK assignments. and 
a comprehensive reassessment after a second WORK assignment People will be required to make a 
good-faith effort to find unsubsidiz.ed work, and anyone who tums down a job offer will be removed 
from the rotls. The primary emphasis of the WORK program will be on securing unsubsidized 
employment. States wUJ be given considerable flexibility in the operation of the WORK program in 
order to achieve this goal. 
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PHASE-IN 


It is very unlikely rhatStates could p~ to full-scale implementation of the changes described 
above immediate1y after passage of the legislation, Even if resources were plentiful, attenlpting to 
instantly place the entire case10ad in the new transitional assistance program would almost guarantee 
enormous administrative difficulties at the State level. Facing the need to serve hundreds of 
thousands more persons in the JOBS program and to create hundreds of thousands of WORK 
assignments, many States would be unable to succeed.at either. 

An attractive alternative to the chaos of immediate fuU~scale implemenration is to begin by focusing 
on younger parents. The younger generation of actual and potential welfare recipients represents the 
source of greatest concern. Younger recipients are likely to have the longest stays on welfare, They 
are also the group for which there is the greatest hope of making a profound difference. Under this 
pha.se-in approacb, we wiIJ devote energy and new resources to ending welfare for the next 
generation, rather than spreading efforts so thin that little real help is provided to anyone. 

The phase-In of the new requirements wilt begin with all recipients (including new applicants) born 
after December 31. 1971, An persons of the same age and circumstances will then face the same 
rules. regardless of when they entered the system, This is roughly one third of the caselQad in 1996. 
Over time. as the percentage of the case!oad born after 1971 rises. the new transitional assistance 
program will encompass a greater and greater proportion of welfare recipients. States will also have 
the option to phase in more rapidly, By 2000, half en all adult recipients will be included, By 2004. 
two·lhirds of the adult caseload will be included, 

Targeting younger parents does not imply limiting access to education and training services for older 
recipients. They win sti1l be eligible for JOBS servi<:es. The new resources, however, will be 
focused on younger recipients, 

A SIMPLE COMPACT 

The goal of these proposals is to make the welfare system a much different world. The intake 
process will be changed to clearly communicate to recipients the expectation of achieving self~ 
sufficiency through work, Just as imponant. the welfare agency wiU also face a different set of 
expectations, In addition to determining eligibility. its role wiU be to help recipients achieve self~ 
sufficiency. The underlying philosophy is one of mutua1 responsibility. The welfare agency will help 
recipients achieve self·sufficiency and will provide transidona1 cash assistance; in rerum, recipients 
will take responsibility for their lives and the economic we11·being of their children, 

Persona! &:spoI1Sibility Agreement. Each adult applicam for assistance will be required to enter into 
a written agreement in which he or she agrees to take responsibility (or moving quickly toward 
independence in return for iliat assistance. 

Orientation, Each applicant will receive orientation services to explain how the new system wUl 
work, A full understanding of how a time-limited assistanCe program operates will ensure that 
participants maximize their opportunities to oblain servic~s, 
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Employability Pian. Within a short time frame, each adult will undergo a thorough needs assessment. 
Based on this assessment. and in conjunction with his or her caseworker. each person will design an 
individualized employability plan which specifies the services. to be provided by the State and the time 
franre for achieving self-sufficiency. 

peferrru§:. Under the current syStem. only a small portion of the AFOC caseload is required to do 
anything. and the rest are exempt. Our plan will reduce the number of exemp'[ions, and ensure that 
even those who .are not able to participate in education. training or work s(iU have to meet certain 
expectations, People with a disability or caring for a disabled child, mothers with infants under one 
(l months for the second child). and people living in remote areas will be deferred. States will be 
allowed to defer a capped nwnber of people for other good~cause reasons. However. aU recipients 
will be requited to take steps, even if they are small ones. toward self~sufficiency. Participants who 
are deferred will be expected to complete employability plans and, when possible. to undertake 
activities intended to prepare them for employment and/or the JOBS program. 

Increased Participation. With increased Federal resources available. it is lUSonable to require 
increased participation in the JOBS program. Current law requires that States enroll 20 percent of the 
non-exempt AFDC case10ad in the JOBS program during fiscal year 1995. Under reform. States will 
be expected to meet much higher parucipation rates for persons who are enrolled in the new program. 
Through the phase-in strategy described above, a higher and higher percentage of the caseload will he 
subject to these rules and requirement.~. and the transitional assistance program will move toward a 
fu.lI-participation modeJ. 

TRAINING, EDUCATION, JOB SEARCH, AI")) JOB PLACEMENT 
- TIlE JOBS PROGRAM 

The JOBS program originated with the Family Support Act, It represented a new vision for welfare, 
but today it unfortunately remains mostly an afterthought to .a system principally focused on eligibility 
deternrination and check: writing. We propose to m.a.ke the JOBS program the centerpiece of the 
public assistance system. Doing so win require a series of key improvements. 

There have been many impediments to the success of the JOBS program, such as a lengthy recession. 
the surge in AFOC caseloads and State budget shortfalls ther ba:mpered Sillies' ability to draw down 
available JOBS and other Federal matching funds. For these reasons. States have been unable to 
effectively implemem the changes envisioned in the Family Support Act. 

In order to fully transfonn the welfare system imo a structure which helps families attain self­
sufficiency. the entire culture of the welfare system must be changed, This must start by making the 
welfare system one which focuses on helping participants achieve self-sufficiency through the 
provision of education, training. and employment services rather than one which concentrates solely 
on determining eligibility and writing checks. To accomplish this., a major restructuring effort which 
implements real changes for all participants is needed. Stmng Federal leadership in steering the 
welfare system in this new direction will be critical. 
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To this end, we propose; 

(1) 	 A clear focus on work, From the moment they enter the system, applicants are focused on 

moving from welfare to work through participation in programs and services designed [0 


enhance employability; and 


(2) 	 Much greater integration with mainstream education and training programs. 

A Clear Focm on Work 

Under the provisions of [he new transitional assistance program, JOBS participation win be gready 
expanded. and increased participation rates will be phased in, We recognize that welfare recipients 
are a very diverse population. Panicipants In the JOBS program have very different levels of work 
experience, education. and skills. Accordingly. their needs will be met through a variety of activities: 
job search, classroom learning, on-the~job training, and work experience. States and localities wiiJ, 
therefore. have great flexibility in designing the exact mix of JOBS program services. Employability 
plans will be adjusted in respo~ to changes 1n a family's situation. FinaJly, the Federal government 
wiII make mueh~needed additional resoutces available to the States to accomplish the objectives. 

Up~Front JQk.Search. All new adult recipients in the phased~in group (and minor parents who have 
completed high school) who are judged job-ready will be required to perform job search, as soon as 
the application is approved (or from the date of application at State option). States wilJ have the 
option to require all jolrready new recipients (including those in the not-l'hased~in group) to engage in 
up-front job search . 

. The job search activities wit) lead to inunediate employment for some recipients. Those who 
subsequently enter the JOBS program will have a realistic view of the job market. This will aid in 
completing the needs assessment and in developing the employability plan. and may also help 
participants focus their energies. 

Teen Parents, In order to meet the special needs of teen parents, any custodial parent under age 20 

will be provided case management services. Teen parents will be required to flnish high school and 

participate in the JOBS program. (For further proviSiOns regarding teen parents, see the section on 

Promoting Parental Responsibility), 


Semiannu.!l Assessment In addition to the expectation that client progress wiJJ be monitored on a 
regular basis, States will be required to conduct an assessment of all adult recipients and minor 
parents, including both those who are deferred and those in JOBS, on at least a semiannual basis to 
evaluate progress toward achieving the goals in the employability plan, Both the individual's and the 
State's efforts will be examined. and corrective action will be taken as needed. 

S~ctions. In order for the sys.tem to work. panicipants must see that the requirements are reaL 
Tbere must be a direct connection between a panicipant's behavior and the rewards and s.anctions as a 
consequence. The sanction for refusing a job offer without good cause will be strengthened. The 
current penalty reduces the recipient's welfare check by the adult's share of the grant; in the,new 
system. the family's entire AFDC benefit will be termmated for 6 months or until the adult accepts a 
job offer. whichever is shorter. Sanctions for failure to follow the employability plan otherwise will 
be the same .as under current law. 
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lnc;reased Funding and Enhanced federal Match. It is i.mportant to ensure that aU welfare recipients 
who are required to participate in the JOBS program have access to the appropriate services, The 
increase in Federal resources available to the SEates. as wen as simplified and enhanced match rates. 
win enable States to undertake the necessary expansion in the JOBS program. 

Similar to current law, the capped entitlement for JOBS wiH be allocated according to the average 
monthly number of adult recipientS (which wiJI include WORK participants) in the State relative to the 
number in all States. The capped entitlement for JOBS (as well as for WORK) would be increased if 
the national unemployment rate equalJed or exceeded 7 percent. 

Fiscal consttaints have proven particularly troublesome in effecting welfare system changes. States 
are required to share the cost of the: JOBS program with the Federal Go\>--emment. Many States have, 
however, been experiencing budgetary difficulties which were not anticipated at the time the Family 
Suppon Act was enacted. Consequently, most States have been W12.ble to draw down their full 
allocation of Federal JOBS funds because they have not been able to provide the required State match. 
In 1992, States drew down only two-thirds of the $1 biIJiort in available Federal funds. and only 10 
States drew down their fun allocation. These fiscaJ problems have limited the nuMber of individuals , 
served under JOBS and. in many cases. limited the services States offer their JOBS participants, 

To address the scarcity of lOBS dollars, the Federal cap will be increased from SI billion to $1.5 
billion in fiscal year 19%. To assist States in drawing down their full aIJotment. the Federal match 
rate will be increased by five percentage points in 1996, rising to a level ten percentage points over 
the current JOBS match rate by the year 2000. with a minimum Federal match of 70 pertent. 
Spending for direct program costs, for administrative costs and for the costs of transportation and 
work-related supponlve services would all be matched at the single rate_ In addition, a smalJ fund 
will be created to reward States which have used their full allotment and are moving aggressively to 
implement these reforms. During periods of high State unemployment, the State match rate for 
JOBS, WORK and At-Risk Child Care would be reduced by ten percent. States will be required to 
maintain their 1994 level of spending for the investment programs (JOBS and child care). 

Federal Lead£:rshiR. The Federal role in the JOBS program will be providing training and technical 
assistance to help States make the program changes caJled for in this plan. The Federal Government 
will encourage evaluations of State JOBS programs, help promote state-of~the-art practices. and assist 
Stales in redesigning their intake Pl'O¢e:Sses to emphasize employment rather than eligibility. These 

. activities will be funded by setting aside a ponion of Federal JOBS funds specifically for this purpose~ 
-two percent in fiscal years 199&-1998, and one percent thereafter. 

Integrating JOBS and Mainstream Education and Training Initiatives 

The Federal government currently operateS a myriad of education. training. and employment services 
programs" Many of these programs serve the AFDC population. JOBS programs must continue to 
link cHents to the available services in the community. Coordination, integration, and implementation 
of common strategies among the major programs which serve the AFDC population will he1p States 
accomplish the mission of the JOBS program by expanding access to other available services. This 
proposal prescribes: grearer coordination, but it grants bmad flexibility to States to achieve this 
objective. To th1s end, the proposal implements several mechanisms that promote ongoing 
coO-rdination and integration and which lessen the administrative burdens States face. This will allow 
for program simplifical:ion. innovation. and ongoing program improvement. 
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The role (If the JOBS program should not be to create a separate education and training system for 
welfare recipienr.s. but rather to enSure that recipients have access [0 and information abour the broad 
array of training and education programs that already ex.ist. Under the Family Support Act, the ' 
governor of each State is required to ensure that program activities under JOBS are coordinated with 
JTPA and other relevant employment. training, and educational programs available in the State. 
Appropriate components of the State's plan which relate to job training' and work preparation must be 
consistent with the Governor's coordination plan. The State plan must be reviewed by a coordinating 
council. White these measures have served to move the welfare system in the direction of program 
coordination and integration, funher Steps can and should be taken. Federal and State efforts for 
promoting integration and coordination. and general program improvement. will be an ongoing 
process in the new system. 

, Program Coordination. This proposal includes provisions which will greatly enhance integration and 
coordination among the JOBS program and related programs of the Departments of Labor and 
Education. such as Job Training Partnership Att programs and programs: faHing under the Adult 
Education Act and the Carl D. Perkins Vocational Educational Act. For example. the State council 
on vocational education and the State advisory council on adulf education win review the State JOBS 
p~an and submit CQmments to the Governor to ensure consistency among programs that serve AFDe 
recipients. • 

Expanded State Flexibility. In order (0 enable States to take the steps necessary to achieve full 
integration among education, training, and employment service programs, Governors win have the 
option to operate the JOBS and WORK programs through an agency other than the agency currently 
designated to administer welfare programs. For example, a Governor may choose to operate a 
combined JOBS/JTPA program, This option will expand State flexibility and will promote 'innovation 
and program improvement. 

Expanding Opporrunities. Among the many Administration initiatives which will be coordinated with 
the JOBS program are: 

• 	 National Servjc~, HHS will work with the Corporation for National and Community Service 
to ensure that JOBS participantS are able to take full advantage of national service as a road to 
independence . 

• 	 SchoQHo=WQrk. HHS win work with the Departments of Education and i..aOOf to make 
participation requirements f.or the Schoot~to~Work and JOBS programs compatible. in order to 
give JOBS participants the opportunity to access this new initiative. . 

• 	 One.Slop Shopping. States which implement one--stop shopping under the Reemployment Act 
of 1994 will be required to include the JOBS program, 

• 	 Pell Grants. 1Ue program wiU ensure that JOBS panicipants make full use of such existing 
programs as Pell grants. income~cQl1tingent student loans and Job Corps. 
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TWO-YEAR TIME LIMIT 


Most people who enter the welfare system do not stay on AFDC continuously for many years. It is 
much more common for recipients to move in and out of the welfare system, staying for a relatively 
brief period each time, Two out of every three persons who enter the welfare system leave within 
two years, and fewer than one in five spends fh'e consecutive yearS on AFDC. Half of aU those who 
leave welfare, however, return within two years. and three of every four return at some point in the 
future, Most recipients use the AFDC program nm as a permanent alternative to work, but as 
temporary ~sistance during times of economic difficulty. 

While persons who remain on AFDC for long periods at a time represent only a modest percentage of 
aU people who ever enter !he system, they represent a high proportion of those on welfare at any 
given time, Although many face very serious barriers to employment, including physical.disabilities. 
others are able to work but are not making progress toward setf~sufficjency, Most long-term 
recipients are not on a track toward obtaining employment that will enable them to leave AFDC. 

Placing a time limit on cash assistance is part of the overall effort to shift the focus of the welfare 
system from providing cash assistance to promoting work and self~sufficiency. The time limit will 
give both recipients and JOBS staff a structure that requires cominuous movement toward fulfilling 
the objectives of the empJoyability pJan and. ultimately, ftnding a job. 

Two-Year Limjt on Cash Benefits. The proposal establishes for adult recipients a lifetime limit of 24 
months of AFDC benefits. followed by a work requirement. Speciaj provisions will be made for teen 
parents (as discussed below), 

Time limits will, in general. be !inked to JOBS participation. Recipients required to panicipate in 
JOBS will be subject to Lhe time limit. Months in which an individual receives assistance while in 
deferred status (ramer than panicipaling in JOBS) will not count against the 24-month time limit. 

In a two-parent family receiving aid through AFDC-UP, both parents win be subject to the time limit 
if the principal earner is in the phased~in group (see below). If one parent reaches the tUne limit 
when the other bas not. the parent who reaches the time limit wiU be required to enter the WORK 
program. The family win continue to be eligible for benefits as long as at least one of the two 
parents has not reached the time limit for transitional assistance. 

Most people will be ex.pected to enter employment weJI before the: (wo years are up, Recipients 
unable to find employment by the end of two years of cash benefits could receive funher go~errunenl 
support only through panlcipation in the WORK program, as: described below, 

Minimum Work Standard, Months in which an individual meets me minimwn work standard wHl not 
be counted against the time limit. The minimwn work standard will be set at an average of 20 hours 
per week, with a State option to require up to 30 hours per week, Individuals working part-time 
would be required to accept additional hours if available, 
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Teen Pareut~. As mentioned elsewhere, virtually all parents under age 20 will be required to partici~ 
pate in JOBS. The 24~month time clock. however. will not begin to run until the parent turns age 18. 
In other words, any period of receiving benefits as a custodial parent prior to the age of 18 will not 
be counted against the tw<ryear time limit. . , 

Pre«WORK Job Search. Persons who are within 45 days of reaching the time limit (up to '90 days at 
State option) will be required to engage in supervised job search for those fmal 45~90 days, before 
taking Ii WORK assignment. ' 

.Extensions. Stales wiJi be permitted to grant a limited number of extensions to the time limit in the 
following circumstances: 

• 	 For completion of a GED or other education or training program, including a schooJ-to~work 
program or post-secondary education program, expected to lead directly to employment. 
These extensiom will be contingent on satisfactory progress toward compJeting the program 
and will be limited to 12-24 months in durati<.m. An extension for post-secondary education 
will be contingent upon simultaneous part-time employment. 

• 	 For those who areJearning disabled, illiterate or face language barriers or other serious 
obs~acl.es to employment. 

StateS will. in addition, be required to grant extensions to persons who have reached the time limit 
but who have not had access to the services specified in the employability plan, The total number of 
eXiensions will be limited to 10 percent of recipients required to panicipate in JOBS, In other words, 
a State could have no more than 10 perrent of its JOBS-mandatory recipients in extended status at any 
given time. 

Limited Additional assistance to Persons 'Who Stay off Welfare for Extended Periods. The two~year 
limit is a Hfetime limit. Persons who exhaust or nearly exhaust their 24 months of time-Hmited 
assistance and who leave welfare for an extended period of time wJJl be able to qualify for up to six 
additional months of assistance. This limited additional assistance will serve as a cushion, should they 
lose their job and need temporary help again. After that, they will be required to enter the WORK 
program. 

WORK 

The focus of the transitional assistaru:e program will be helping people move from welfare to self~ 
sufficiency through work, An integra! part of this effon is making assistance truly transitional for 
those able to work by placing a two-year time limit on cash benefits, Some welfare recipients will. 
howe'Ver. reach the lWO-year time limit without having found a job. despite having participated in the 
JOBS program and followed their employability plans in good faith. We are committed to providing 
these persons with the opportunity to support tOOir families through paid work. 
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Each State will be required to operate a WORK program which will make paid work assign.rlte~ts 
available to recipients w~o have reached the time limit for cash assistance . 

. 
The overriding goal of the WORK program will be to help participants find lasting unsubsidized 
employment, States will have wide discretion in the operation of the WORK program in order (0 

achiev~ this end, For example, a State could provide shon..rerm subsidized private sector jobs (with 
the expectation that many of, these positions will become permanent). or positions in not-fof1'fOfit 
organizations and/or public sector agencies. 

The WORK program is designed to provide an opporntnity for individua1s who have reached the time 
limit to suppon their famities tltrough paid work while developing the skills and receiving the job 
search assistance needed to obtain unsubsidiz.ed private sector jobs. The structure ensures that work 
"pays" by assuring that a family with an adult in a WORK assignment will be no worse off than a 
family of the same size in which no one is working. 

"Workfare" prograins are generally not consistent with placements in the private sector: By contrast. 
the WORK program requires a strong private-seclor focus. This is work-not workfare, Persons will 
be paid for perfonnance-not paid a welfare check and sent out to a work site, This work·ror~wages 
plan provides far greater dignity and responsibility than workfare. Moreovert the purpose of the 
WORK program is to help persons move into. rather than serve as a substitute for, unsubsidized 
employment. 

Administrative Structure or the WORK Program 

Eligibilit}'. A recipient who has reached the time limit for transitional assistance will be permitted to 
enroll in the WORK program, provided he Qr she has not refused an offer of an unsubsidized job 
without good cause (see below). 

WQRK FuQding. Federal funds for the cost of operating the WORK program will be capped ami 
distributed to StateS accl?rding to the number of persons required to participate' in JOBS (and subjea 
to the time limit) and the runnber in the WORK program in a State. relative to the total number in all 
States. These Federal monies must be matched by State funds at the same match rate as in the 
expanded lOBS program-the current JOBS match rate plus seven percentage points in 1998. rising to 
ten additional percentage points by 2000. As discussed previously under the description of JOBS 
funding, the capped entitlements for JOBS and WORK would be increased if the national 
unemployment rate equalled or exceeded 7 percent. Also as discussed under JOBS funding. the State 
match rate for JOBS. WORK. and At-Risk Child Care would be reduced by ten percen' during 
periods of high State unemployment. 

In addition, States will be reimbursed for wages paid to WORK program participants, including wage 
subsidies to private employers, at the Medicaid matching rate. 

If States were unable to c1aim the total available Federa110BS and WORK fundjng for a fiscal year, a 
State which had reached its cap could draw down Federal funds for operational costs in excess of its 
aBotment from the capped entitlement. AdditionaUy, all States win be allowed to reallocate up to 10 
percent of the combined total of their JOBS and WORK allotments front lOBS to WORK, or vice 
versa, 
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Flexibility. States will have considerable flexibility in operating the WORK program. A State can 
pursue any of a wide range of strategies [0 provide work to those who have reached the two~vear 
limit, including: ' ~ 

• Subsidize private sector jobs; 

• Subsidize or create positions in the not-for~profit sector (which could entail payments 
to cover the cost of training and supervising WORK participants); 

• Offer employers other financiai incentives to hire JOBS graduates; 

• Execute perfonnance~based contracts with private firms or not~for~profit organizations 
to place WORK panicipants in unsubsldized jobs; 

• Create positions in public sector agencies (which might include employing adult 
welfare recipients as mentors for teen parents on assistance); 

• Employ WORK participants as child care workers, child support workers, or home 
health aides; and 

• Support microenterprise and self-employment efforts, 

Participation Rates. Each Slate will be required to meet a participation standard for the WORK 
program, defined as the lower number of the following such that; 1) The number of WORK 
assigrunents the State is required to Create (based on the funding allocation) are actually filled by 
individuals assigned to the WORK program; or 2) At least eighty percent of those who reacli the time 
limit are assigned to a WORK slot (or in another defined status). 

Allocarion of WORK Assigrunents. If the number of people needing WORK positions exceed~ the 
supply, the a11~tjon of WORK assignments is made in the fuUowing order. An individual whose 
sanction period had just ended wili be placed in a new WORK assigrunent as rapidly as possible. 
Persons new to the WORK program wiU have priority over persons who have previously held a 
WORK position. States will then be permitted to allocate the remaining WORK assigrunents SO as to 
maximize the chance of successful placements. 

Interim Acliv!ti~. States will have the option of requiring persOns awaiting WORK assignments 
(e.g.• those who have just concluded a WORK assignment) to participate in other WORK program 
activities. such as individual or group job search. Child care and other supportive services will be 
provided as needed for participation in interim WORK program activities. Persons in the WORK 
program but not in a WORK assignment will be eligible for cash benefits in the interim. 

Required Ag;eptance of Any Job Offer. Both JOBS and WORK program partkiparus will be 
required to accept any offer of an unsubsidized job. provided the job meets certain health and safety 
standards and does not make the family financially worse off. An individual who refuses such an 
offer will not he eligible for a WORK position, and the entire family will be ineligible for AFDC 
benefits for a period of six months. Such an individual wiH be eligible for job search assistance 
during this period. 
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Oversight. There will be a WORK advisory panel for each locality to provide oversight and guidance 
to the WORK program. The advisory pane1 will include representation from unions and the private, 
not~forRprofit (including community-based organizations), and public (including local government) 
sectors, 

Length of Partidpation in the WORK Program. lndividuals will be Hrnited to a maximum stay of 12 
months in any single WORK assignment, after which they will be required to perform job search. 
States will be required to conduct a comprehensive assessment of any person who has completed two 
WORK assignments or who has spent at least two years in the WORK program. Following the 
assessment. persons could be assigned 10 another WORK poSition. placed in deferred statUS, referred 
back to the JOBS program. o:r. at State option, be removed from the rolls for refusing a job offer or 
failing to make a good~faith effort to fInd unsubsidized work where jobs are available to match their 
sldlls. 

Retention, States will be required to maintain records on the performance of employers (public, 
privare, and not~for~profit) in retaining WORK program participants (after the subsidies end). 
Similarly. States will be mandated to monitor the effectiveness of placement firms in placing WORK 
participants in unsubsidized ~ploymeru., 

Nondisp!acement. The assignment of a participant to a subsidized job under the WORK program wil1 
not resuit in the displacemeru of or infringe upon the promotional opporrunities of any currently 
employed worker. In addition, WORK participants could not be placed in vacancies created by a 
layoff. strike or lockout. 

Supportiv; Services. States will be required to guarantee child care. if needed. for any person in a 
WORK asSignment. States wUl also be mandated 10 provide other work~related supponlve services as 
needed for participation in the WORK program. 

Characteristics of the WORK Assignments 

~. Participants will typically be paid the minimum wage, Persons in WORK assigmnems who 
are perfonning work equivalent to that done by others working for the same employer will be 
similarly corilpensated. 

Hours Each WORK assignment wiU be for a minimum of 15 hours per week and for no more than 
35 hours per week. The number of hours for each positron will be determined by the State. 

I.leatment of Wages with Respect to Benefits and Taxes. Wages from WORK positions will be 
treated as earned income with respect to Federal and Federal~State assistance programs other than 
AFDC. Participants in the WORK program and their families win be treated as AFDC recipients 
with respect to Medicaid eligibility. 

Persons in WORK assignments will be Subject to FICA taXes but will not be subject (0 the provisIons 
of any Federal or State unemployment compensation law. Workers' Compensation coverage win be 
provided at levels consistent with the relevant State Workers' Compensation statute, Earnings from 
WORK positions will nOI be treated as earned income for purposes of calculating the Earned Income 
Tax Credit (EITC), in order to encourage movement into jobs outside the WORK program. 
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Earnings ,supplementation, A family with an adult in a WORK position whose income. net of work 
expenses, is- less than the AFDC benefit for a family of the same size (in which no one is working) 
win be eligible for supplemental cash benefits to make up the difference. In other words, an earnings 
supplement will be provided sucb that a family with an individual who is working in either a WORK 
assignment Or an unsubsidized private sector job, will never be worse off than a family of the same 
size on as!:istance in which no one is working. 

The work expense disregard used for the purpose of calculating the earnings supplement will be $120, 
per month (the standard AFDC work expense disregard), States which opt for more generous AFDC 
earnings disregard policies will be permitted but not required to apply these policies to WO~ wages. 

Sanctions. Wages will be paid for hours worked, and those who do not show up for work will not 
gel paid. Failure to work the set nwnber of hours for the position will result in a corresponding 
reduction in wages. 

individuals in the WORK program who, without good cause, voluntarily quit an unsubsidized job that 
meets the minimum work standard would lose eligibility for the WORK program for a·period of three 
months, 

TyPe of Work, Under the WORK program. States wlll be encouraged to place as many W:0RK 
participarus as possible in subsidized privale sector pOSitions. Many of the WORK positiOns may also 
be in the not~for~profit sector. with. for example, voluntary agencies. Head Start centers, and other 
community~based organizations, 

Work Place Rules. Participants in the WORK program wit! experience the same working conditioIl'l 
and rights as comparable employees of the same employer. 
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MAKING WORK PAY/CHILD CARE 

THE IMPORTANCE OF THE EITC, HEALTH CARE REFOR1\f, AND CHILD CARE 

A crucial component of welfare reform that promotes work and independence is malting work pay, 
The Census Bureau rcpom that in 1992. 16 percent of all year-round, full-time workers had earnings 
too low (0 Jift a family of four out of poverty. up from 12 percent in 1974, The problem is 
especially great for women: 22 percent-~mofe than one in five·..of year~round. full-time female 
workers had low earnings, 

Simultaneously, the welfare system sets up a devastating amy of barriers for people who receive 
assistance but want to work. It penalizes thOse who work by taking away benefits dollar for dollar; it 
imposes arduous reporting requirements for those with earnings but sliII on welfare; and it prevents 
saving for the future with a meager limit on assets, Moreover, working~poor families often lack 
adequate medical protection and face sizeable child care costs. Too often, parents may cboose 
welt1tre instead of work to ensure that their children have health insurance and receive child care. If 
our goals are to encourage work and independence. to help families who are playing by the rules. and 
to reduce both poverty and welfare use, then we must reward work rather than welfare. . 

Although they are not part of welfare refoTIn legislation, the Ear:ned Income Tax Credit and health 
reform are clearly two of the three major components of making work pay. Last summer's $21 
billion expansion of the Earned Income Tax Credit (BITe) was a major step toward making it 
possible for low~wage workers to support themselves and their families above poverty. When fully 
implemented. it will have the effect of making a $4.25 per hour job pay nearly $6.00 per bour for a 
parent with two or more children. Combined with food stamps. this tax credit helps ensure that 
people who work full-time with a family' at home will no longer be poor, 

The next critical step toward making work pay is ensuring that all Americans have health insurance 
coverage. Many recipients are trapped on welfare by their inabillty to find or keep jobs with health 
benefits that provide the security they need. And too often, poor. nonwworking families on welfare 
have better health coverage than poor, working families. The President's health care reform plan win 
provide universal access to health care, ensuring that no one wiU have to choose welfare instead of 
work to ensure that their children have health insurance. Both the EITC expansion and health care 
refonn win help suppOrt workers as they leave welfare to maintain their independence and setf­
sufficiency. In one recent study, 83 percent of welfare recipients said they would leave welfare to 
take a minimum-wage job immediately if it provided health coverage for their families, Another 
study found that only eight percent of peol"le who leave welfare for work get jobs that provide health 
insUrance. 

The plan includes two additional provisions thar will increase the return from work for low-income 
families. Under current law, all income received by an AFDC recipient or applicant must be counted 
against the AFDC grant. except certain specified work~related and other disregards, The proposal 
contains several provisions to make work: a more attractive option for recipients combining work and 
welfare and to simplify the treatmem of income for recipients and caseworkers alike" States will be 
required to disregard a minimum of $120 per month when calculating rhe AFDC benefit level. but 
will have flexibility to establish higher earnings disregard amountS to encourage work. In addition, 
States will have the option to increase the current $50 per month amount of child support paid by the 



noncustodial parent and passed through to the custodial parent (before the remaining child support is 
used to reimimrse the State for the cost of welfare). All disregards and the child suppon pass-through 
will be indexed to inflation to ensure that recipients who work or recejve child support will be trented 
consistently in the future, 

At present. only a smaI1 perceruage of BITe claimants take advantage of the option to receive part of 
the EITe in advance payments throughout the year, While 'he reasons vary for the low utilization 
ratc. it is part1y due ill a lack of information and the fact that employers are responsible for 
determining eligibility and administering tbe payments. Public agencies that deal directly with welfare 
recipients are uniquely positioned to ensure that the advance payment option is used frequently and 
appropriately. The proposal will aUow Stares to conduct demonstration projects to make advance 
payments of the EITe available to eligible residents through a State agency. Welfare tecipients could 
particularly benefit from receiving the ElTC in advaru:e payments throughout the year because they 
would experience the rewards from work on a more timely basis. 

The fmal critical component for making work pay is affordable, accessible child care. In order for 
families, especially l>ingle~parent families, to be able to work or prepare themselves for work, they 
need dependable care fot their children. The Federal Government currently 5ubsidites'child care for 
low-income families primarily through the open-ended entitlement prognuns (AFDCll0BS Child Care 
and Transitional Child Care). a capped entitlement program (At-Risk Child Care), and a discretionary 
program (the Child Care and Development BlOck Grant. or CCDBD). Working AFDC recipients are 
also eligible for [he child care disregard, although in many places it is too low [0 cover the COSt of 
care (a maximum of $200. month for infants and 5175 a month for all other children). The " 
dependent care tax credit. which helps middle~incQme Americans, is seldom available fur !ow~income 
families because it is not refundable. 

Current child care programs do not provide sufficient support for working~poor famities. In addition, 
the separate programs are governed by inconsistent legislation and regulations. making it difficult for 
States and parents to interact with a coherem system of care. Finally. there are problems with quality 
and supply of care, especially for infants and toddlers. 

SUMMARY OF PROPOSAL 

There are two main pans of the proposal designed to make work pay for low·inc6me families. ' FtrSt. 
we will improve child care programs for families on pubHc assistance and poor working families. 
Second, we will allow States to reward work by changing the amount of earned income and child 
suppon payments that can be disregarded in calculating benefit levels. and to condUCt demonstrations 
to distribute the EITe on an advanced basis, 
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Improve Child Care for Low..Income Families 

• 	 Maintain the chUd care guarantee 

• 	 Increase child care funds for low-income working families 

• 	 Address quality and supply I. 

• 	 Coordinate rules across alL child care programs 

• Create equity for participants using the child care disregard 

Oilier Provisions to Make Wo:rk Pay 

• 	 Allow States to reward work and the payment of child support 

• 	 Permit demonstrations in fout States to provide advance payments of the ElTe 
through State agencies 

cmLDCARE 

This welfare refonn proposal wiJl increase child care funding both for families on cash assistance and 
for working families not eligible for cash assistance, In addition, the proposal focuses on creating a 
simplified child care system and on ensuring that children are cared for in safe and healthy environ­
ments. The proposal includes the following: 

Maintain the CblId Care Guarantee '. 
PeopIe on public assistance will continue to receive child care assistance while working or in 
education or training, Those who leave welfare will continue to receive a year of Transitional Child 
Cat:e, The child care guarantee will be extended to the WORK program, 

Increase Child C .... Funds for Low·lueome Working Families 

We also propose Significant new funding for child care programs available to low~income, working 
families. The At-Risk Child Care Program, a capPed entitlement available to serve the working poor. 
is capped at a very low level and States have difficulty using it because of the required State match. 
We propose to expand this program significantly and to make the match rate consistent with the new 
enhanced matCh rate in other Title IV~A prog~. 

It is hard to argue that low-income working families woo have never been, or are no longer; on ,
welfare are l;~ needing or deserving of child care subsidies than people who ate on welfare, \Vhile 
this proposal does not provide a c~iJd care guarantee for aU working poor families, it does provide a 
major increase in suppon for them as well as for those on or moving off welfare. 
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In addition. the Administration"s fiscal year 1995 budget calls for a 22 percent increase in funding for 
the Child Care and Development Block Grant (CCDBG). These funds support both services and 
quality improvements, 

Address QtwJity and Supply 

'The goal of our child cafe proposal is to 'attain a careful balance between the need to provide child 
care suppon to as many Jow-income families as possible and the need to ensure the safety and healthy 
development of children. We are also concerned that there are specific child care supply problems in 
some geographic areas and for some children-especia11y infants and toddlers, 

We will prpvide a set-aside in the At-Risk: progratn to address quality improvements and supply 
issues, Quality Improvements wut include a range of activities sucb as resource and referral 
programs, grants or 10MIS to assist in meeting State and local standards. and monitoring fot 
compliance with licensing and regulatory requirements. Supply issues will include a special focus on 
the development and expansion of infant and toddler care in low-income connnunities. 

C••rdiDat<! Rul.. Across All CbiJd Care Programs 

We will help States to use Federal programs to create seamless coverage for persons who leave 
welfare for work. States will be required to establish sliding fee scales and report consistently across 
programs. They win be able to place aU Federal child care funding in one agency. Efforts will be 
made to link Head Start and child care funding streams to enhance quality and comprehensive 
services, 

Children should be cared for in healthy and safe environments, Health and safety requirements will be 
made consistent across these programs and win eonfonn to standards in the Block Grant (CeDBG) 
program. These Stal<Hiefmed health and safety standards. together with two new Federal standards 
on immunization and prohIbiting access to toxic substances and weapons, are effective. feasible 
requirements designed to protect the health and safety of children. Except for these new Federal 
expectations related to hazardous substances and immunization, States will continue to establish their 
own standards; as a result, this change should not have a significant effect on many States, We do 
not believe the immunization standard should vary from State to State. Finally. we propose to ensure 
that aU child care programs assure parental choice of providers, provide parents information on their 
child care optionS, and establish a system for parental complaints, 

Create Equity for Participants Using the CbiJd Care Disregard 

There is a particular problem with the AFDC income disregard for child care, since it is based on a 
low maxi1!nun monlhly paymeot of $175 per child ($200 for infant care), and because the disregard is 
effective only after families incur child care expenses, resulting in a cash~tlow problem for many poor 
families. Simply raising the dollar amoum of the disregard inadvertently makes a number of new 
families eligible for AFDC. At the same time, eliminating the dlsregard will make families ineligible. 
Therefore. to achieve equity. we propose requiring States either to offer supplemental payments or to 
provide working families at least two options for payment of child care COSts (the disregard and one 
other payment mechanism), ' 
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OTHER PROVISIONS TO MAKE WORK PAY 


AUoW Slates to Reward Work and the Payment of Child Support 

The eXisting set of AFDC earnings disregard rules makes work an irrational option for many 
recipients, panicularly over time, Currently,.all income received by an AFDC recipient or applicant 
is counted against the AFDe grant except income that is explicitly excluded by defirutton, States are 
required w disregard income in several ways: For each of the first four months of earnings. 
recipients are allowed a $90 work expense disregard and another $30 disregard, Also, one-third of 
remaining earnings are disregarded. After four months. the one~third disregard ends, The $30 
disregard ends after 12 months. In addition. a child care expense disregard of $175 per child per 
month (S200ifthe child is under 2) is permitted to be calculated, Currently, $50 in child-support is 
passed through to AFDC families with established awards. The EITe is also disregarded in detennin~ 
ing AFDC eligibility and benefits. 

This proposal wiU elitninate the current set of disregard rules and establish a much simpler minimum 
disregard policy at the Federal level, (The child care disregard will remain as described above,) We 
will allow considerable State flexibility in establishing poHcies beyond the minimum. Our proposal 
includes the following four components: 

• 	 Require States to disregard at least $120 in earnings, indexed for inflation. without regard to 
time on AFDC, This is equivalent to the $90 and. $30 income disregards that families now 
get after four months of earnings. 

• 	 Give States the flexibility to establish their own earned Income disregard policies on income 
above these amounts. 

• 	 Allow States complete flexibility in determimng which types of income should be considered 
in developing a "fm~the~gap~l policy (i,e., income from earnings, child support or all forms 
of income). Currendy> if States fiU the gap, they must apply ail forms of income. 

• 	 The AFDe $5() pa....s-through of child suppon payments will be indexed fur inflation; States 
will have the option to pas.s through additional payments above this amount. 

This proposal will yield a simpler system for recipiems and caseworkers alike, It maximizeS Stare 
flexibility and makes work a more attractive, rational option, By allowing workers to keep more of 
their el:\mings, it will increase the economic well-being of those workers, 

1. Each State establisht!s. an AFDC need standard (the income the State decides is the amount 
essential for basic conswnption items) and an AFDC pay~nt standard (100 percent or less of the 
need standard). Benefits are generally computed by subtracting income from the payment standard. 
Under a "fin.tbe-gap~ policy, benefits are computed by subtracting income from the higher need 
s_d, 
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Permit States to Provide Advance Payments or the EITC through State Ageuci.. 

Under current law, low-income workers with children can elect to obtain up to: 60 percent of the 
credit in advance payments through their employers. and claim the balance of the credit upon filing 
their income tax reruens. An employee choosing to receive a ponion of the EITe in advance flIes a 
W-5 form with his or her employer, and the employer calculates the advanced EITe payment based 
on the employee's wages and fiUng status and adds the appropriate amount to the employee's 
paycheck. ' 

Despite the overall success of the EITe, its delivery could be improved. particularly by enhancing the 
probabUity that the EITC will be claimed in advance throughout the year rather rhan as a year~end, 
lump-sum payment. Recent data indicates that fewer than one percent of EITe claimants have 
received the credit through advance payments through their employers. While the reasons for the 
CUtTent low utilization rate are Dot fully known. a recent GAO study found that many low-income 
taxpayers were unaware that they could claim the credit in advance. Welfare recipients. in panicular, 
could benefit from receiving the credit at more regular intervals throughout the year. By receiving 
the credit as they earn wages. workers would experience a direct link: between work effort and ElTe. 

This proposal will allow up to four States to conduct demonstrations to promote the use of the 
advance payment option of die EITC by shifting the outreach and administrative burden from 
employers to selected public agencies. Such agencies may include public assistance offices (AFDC 
andJor Food Stamps). Employmenr Services Offices. and State finance and revenue agencies. Where 
appropriate, States may coordinate ad""aJlCe payments of the BiTe with payments of other Federal 
benefits (such as food stamps) through electronic benefit technology. Technical assistance will be 
provided by the Federal govenunent, and each demonstration will be rigorously evaluated. 
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PREVEN1lNG TEEN PREGNANCY 

AND PROMOTING PARENTAL RESPONSIBILITY 


Poverty, especially long4erm poverty. and welfare dependency are often associated with growing up 
in a one~parent family. Although many single parents do a heroic job of raising their children. the 
fact remaim; that welfare dependency could be signfficaruly reduced If more young people delayed 
childbearing until both parents were ready to assume the responsibility of raising children. 

Teenage pregnancy is a particularly troubling aspect of this problem. The number of births to teen 
unwed ll1Qthers (under age 20) has quadrupled in the last 30 yearn, from 92,000 in 1960 to 368,000 
in 1991. Teenage birth rates have been rising since 1986 because the trend toward earlier sexual 
activity has resulted in more pregnancies. According to the Annie E. Casey FOWldation. almost 80 
percent of the children born to umnatried teenage high school dropouts live in poverty. In contrast, 
the poverty rate is only eight percent for children of young people who deferred childbearing until 
!hey graduated from high school, were twenty years old, and married. Teenage childbearing often 
leads to school drop-out, which results in the failure to acquIre the education and skills that are 
needed for success in the labor market. The majority of these teenagers end up on welfare. and 
according to Advocates for Youth (formerly the Center for Population Options) the annual COS( to 
taxpayers is about $34 billion to assist families begun by a teenager. 

Both parents bear responsibility for providing emotional and moral guidance, as weU as economic 
support, to their children. Teenagers who bring children into the world are not yet equipped to 
discharge this fundamental obligation. If we wish to reform welfare and put chiJdren first, we must 
find effective ways of discouraging pregnancy among young peop1e who cannot provide this essential 
support. We must send a clear and unambiguous signal- you should not have a child until you are 
able to provide for and nurtUre that child. 

For those who do become parents, we must send an equally clear message that they will have to take 
responsibility, even if they do not live With the child, In spite of the concerted effons of Federal. 
State, and local governments to establish and enforce child support orders, the current system fails to 
ensure that children receive adequate support from both parents, Recent analyses by the Urban 
Institute suggest that the poteru:ial for child suppon collections is approximately $48 billion per yeac 
Yet only $20 billion in awards are currently in place, and only $l4 billion is actually paid. Thus, we 
have a potential collection gap of about 534 billion. 

The current system sends the wrong signals: all too often noncustodial parents are not held responsi­
ble fur the children they bring into the world. Only about half of all custooial parents receive any 
chiJd support. and oniy about one~third of single mothers (both never-married and formerly-married) 
receive any child support. The average amount paid is just over $2.000 for those due support. 
Among never-married mothers, only 15 percent receive any support. Further. paternity is currently 
being established in only one~third of cases where a child is born out of Wedlock. 
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The child support prob!em has three main e1ements. First, for the majority of children born out of 
wedlock, a child support order is never established. Roughly 51 percent of the potential colleaion 
gap of $34 billion can be traced to cases where no award is in place. This is largely due to the 
failure to establish paternity for children born out of wediock. Second, when awards are established, 
they are often too low and have not sufficiently kept up with changes in the earnings of the 
noncustodial parent over time. Fully 22 percent of the potential gap can be traced to awards that 
were either set very Jow initially or never adjusted as incomes changed.. Third. of award') that are 
established. the full amount of child support is not paid in half the cases. Thus the remaining 21 
percent of the potent~ collection gap is due to failure to fully collect on awards already in pla.ce:. 

For children to achieve real economic security and to avoid the need for welfare, they uJtimately need 
suppon from both parerus. When parents fail to provIde suppon. the chHdren pay - and so do we. 
Still. under the present system. the needs, concerns, and responsibilities of noncustodial parents are 
often ignored, The system needs to focus more attention on this population and send the message that 
fathers matter. We ought to encourage noncustodial parents to remain involved in their children's 
lives - not drive them further away. Parents who pay child support restore a connection that both 
they and their children need. 

SUMMARY OF PROPOSAL 

The ethic of parental responsibility is fundamentaL No one should bring a child into the world until 
both parents are prepared to. support and nurture that child. We need to impiement approaches tha1 
bQtb require parental responsibility and help individuals to exercise it First. we propose a national 
effort to prevent teen pregnancy. Second, we need speciaJ efforts to encourage responsible parenting 
among those on assistance, especially very young mothers. Third. we must coliect more child 
suppon on behalf of aU children living in single~parent families. 
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Reducing Teen Pregnancy and ~-<>f.Wedlock Birth< 

• 	 Lead a national campaign against teen pregnancy 

• 	 Establish a national clearinghouse on teen pregnancy prevention 

• 	 Provide teen pregnancy prevention grants 

• 	 Conduct comprehensive service demonstrations of various prevention 
approaches 

Ineentives for Responsible Behavior 

• 	 Require minor pMtnts to live llt home 

• 	 Require school-age parents to stay in school 

• 	 Allow Stares to limit additional benefits for additional children conceived while on 
AFDC 

• Allow States to provide a variety of incentives to reward responsib1e behavior 


Child Support Enforcement 


• 	 Establish awards in every case 

• 	 Ensure fair award levels 

• 	 Collect awards that are owed 

• 	 Child support enforcement and assurance demonstrations 

• 	 Enhance responsibility and opponunity for noncustodial parents 

REDUCING TEEN PREGNANCY AND OUT.QF·WEDLOCK BIRTIIS 

We need to send a strong signal that il is essential for young people to delay sexual activity, as well 
as having children, until they are ready to accept the responsibilities and consequences of these 
actions. It is critical that we help all youth understand the rewards of staying in school, playing by 
the rules, and deferring childbearing until they are married, 3;ble to support themselves, and able to 
nurture their offspring. We have four proposals in this area: 
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National Campaign Against Teen Fregnancy. 'The President wiUlead a national campaign against 
teen pregnancy that challenges all aspects of society - business, national and community voluntary 
organizations. religious inslitutions, and schoois - to join in the effort to reduce teen pregnancy" The 
campaign will emphasize the broader themes of economic opportunity. along with the personal 
responsibility of every family in every community. Government has a role to play in preventing teen 
pregnancy, but the massive changes in attitudes and behavior that have occurred in recent decades 
cannot be dealt with by Government alone. 

National and individual goals win be established to define the mission and to guide the work of the 
national campaign. The goals will focus on measurable aspects of the broader opportunity and 
responsibility message for teen pregnancy prevention, such as graduating from high school; deferring 
childbearing until one is economically and emotionally prepared to suppOrt a child; and accepting 
responsibility for the support of one's children. 

A non-profit, non~partisan privately funded entity (:omrnined to these goats will be established to pull 
together national. State, and Iocal efforts through the media, schoo-Is, churches, communities. and 
individuals. Its membership will be broad-based, including youth, elected officials at all levels of 
government. and members of religious, sports:, and entertainment c-ommunities. In addition. a Federal 
interagency group will provide infonnation and coordinate the range of Federal programs in this area 
across program and department lines. . 

A...:National Clearinghouse on Teen Pregnancy Prevention. A National Clearinghouse on Teen 
Pregnancy Prevention will be established to serve as a national center for the collection and 
dissemination of information related to teen pregnancy prevention programs. Such infonnation wiJ] 
include -curricula, models, materials, training, and technical assistance, The Clearinghouse could also 
develop and sponsor training instinltes for teen pregnancy prevem:ion program staff and could conduCt 
evaluations of prevention programs, 

Th.en Pregn;ytcv Prevemion Gr!mS, To be most effective, a prevention strategy must begin with pre~ . 
teens. focus initially on the young people who are most aHisk. and emphasize school~hased, school~ 
linked activities and complementary community action, Under the Teen Pregnancy Prevention Grant 
Program. about 1.(X)O schools and cOflUl1l1lllty-based programs will be provided flexible grants, 
ranging between $50,000 and $400,000 each. Cornrnunities will be expected to use these funds to 
leverage other resources to implement teen pregnancy prevention programs that have local community 
suppon. Punding will be targeted to schools with the highesf concentration of aHisk: youth and will 
be available to serve both middle~ and high-school-age youth, The goal will be to work with youth as 
early as age 10 and to establish continuous contact and involvement through graduation ftom high 
school. To ensure quality and establish a visible and effective presence, these programs wil1 he 
supervised by professional staff and, where feasible. be supponed by a team of national service 
participants provided by the Corporation for National and Community Service. These grants will be 
coordi~ted with other Administration activities and will include an evaluation component. 

Comprehensive Services Demonstration Grants to Prevent Teen Pregnancy in High Rist 
r;;ommunities, An effective approach to reducing teen pregnancy must jointly emphasize increased 
personal responsibility and enhanced opportUnity. Particular emphasis must be paid to the prevention 
of adolescent pregnancy before marriage. including sex education, abstinence education, life skills 
education. and contraceptive services. Programs that combine these elements have shown the mOSt 
promise, especially for adolescems who are motivated to avoid pregnancy until they are married. 
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However. for those populations where adolescent pregnancy is a symptom of deeper problems. a 
wider spectrwn of services and more intensive efforts may be necessary. 

For this reason, we propose comprebensive communitywbased demonstration grants of sufficient size 
or ficritical mass" to significantly improve the day-t<Hiay experiences, decisions, and bebav~ors of 
youth. Lricnl governments and local public and private non-profit organizations in high~poverty areas 
will be eligible to apply. Sites will be asked to cover five broad areas, with significant flexibility: 
health services. educational and empioyabillty development services, 'social support services, 
community activities. and employment opportUnity development activities. The grants will follow a 
"youth deve!opment" model and will address a wide specmun of areas associated with youth Uving in 
a healthy community: economic opponunity. safety. health. and education. These demonstrations 
will include a strong evaluation component and will be coordinated with other Administration 
activities. . 

INCENTIVES FOR RESPONSIBLE BEHAVIOR 

Personai responsibility belongs at the heart of every government program. We believe that very clear 
and consistent messages about parenthood, and the ensuing responsibilities. hold the best chance of 
enco~raging young people to defer parenthood. A boy who sees his brother required to pay about 20 
percent of his income in child suppOtt for 18 years may think twice about becoming a father. A girl 
who knows that young nrorherhood will not relieve her of obligations to live at home and go to school 
may prefer other choices. We hope and expect that a refonned system that strongly reinforces the 
responsibilities of both parents will help prevent too-early parenthood and assist young parents 
become self~sufficient, 

Along with responsibility. however. we must support opportunity. Telling young people to be 
responsible wil1 not be effective unless we also provide them the means to exercise responsibility and 
the hope that playing by the rules will lead to a better life, We want to give States a broad range of 
incentives and requirements to reward responsible behavior: 

Minor parents live at home. Teenagers who have children are stiU children themselves and need adult 
supervision and guidance. The welfare system should not encourage young people who have babies 
to leave home and receive a separate check. Minor parents will he required to live in their parentS' 
household, except when, for example, the minor parent is married or there is a danger of abuse to the 
minor parent or her child, In such cases, States wiil be encouraged to find a responsible adult with 
whom the minor mother can Jive. CUrrent AFDC rules pennit minor mothers to be ~adu1t 
caretakers" of their own children. This proposat will require minor parents to live in an environment 

. where they "can receive the support and guidance they need, At the same time. the circumstances of 
each individual will be taken into account. 

Bs!uiring school-age parents to stay in sChQ9l.. States will be required to provide case management 
services to all custodial parents receiving AFDe who are under age 20, We will ensure that every 
school~age parent or pregnant teenager who is on, or applies for. welfare enroils in the JOBS 
program, continues her education, and is pm on a track to self-sufficiency. Every school~age parent 
receiving AFDC (male or female, case head or not) will be subject to JOBS participation requirements 
from the moment the pregnancy or paiemity is established. AU JOBS rules penaining to personal 
.responsibHity COntracts, employability plans, and panicipation will apply to teen parents. 
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State option to limit additional benefits for additional children conceived 9n Arne. Currently, 
welfare benefits automatically increase with the birth of an additional child. Under the proposal, 
States win have the option to limit benefit increases when additionaJ children are conceived by parents 
already on AFDe. States will be required to aiJow families to ~earn back" the lost benefit amount 
through disregarded income from earnings or child support. and to ensure that parents have access to 

family planning services. 

State options for incent~ves to reward responsible behavior, • States will be given the option to use 
monetary incentives combined with sanctions as inducements to encourage young parents to remain in 
school or GED class. They may also use incentives and sanctions to encourage participation in 
appropriate parenting activities. This option is similar to Ohio's Learning. Earning, and Parenting 
(LEAP) program. 

CHILD SUPl'QRT ENFORCEMENT 

A typical child born jn the Unjted States today will spend some time in a singie-parem home. The 
evidence is clear that children benefit from the financial support and interaction of both parents ""­
single parents cannot be expected to do the entire job of two parents, In spite of the concerted efforts 
of Federal. State. and local governments to estabiish and enforce child support orders. the current 
system fails to ensure that children receive adequate support from both parents, Recent analyses by 
The Urban Institute suggest that the pOtential for child support collections is approximately $48 billion 
per year. Yet only $20 billion in awards are currently in place, and only $14 billion is acrually paid. 

The problem is essentially threefold_ First. for many children born out of Wedlock, a child support 
order is never established. Second. when awards are established. they are often too low, are not 
adjusted for inflation, and are not suffieiernly correlated to the earnings of the noncustodial parent. 
And third. of awards that are established, the full amount of clilld support is collected in only about 
half the cases. OUr proposal addresses each of these shorlC<lmings. 

Establish Awards in E~ery Case 

The first step in ensuring that a child receives financial support from the noncustodial parent js the 
establishment of • child suppon award. Roughly 57 percent of the potential collection gap of $34 
billion can be traced to cases where no award is in place. Paternity, a prerequisite to establishing a ' 
support award, has not been established in about half of these cases. States currently establish 
paternity for only about one-.third of the out-of~wedlock births and typically try to establish paternity 
only after women apply for welfare. . 

Paternity estabJislunent is- the fIrst crucial step toward securing an emotional and fmanciaJ connection 
between tlte father an<! tlte child. Recognizing the critical imponance of establishing patemil)' for 
every child, the Administration has already launched a major initiative in this direction by the creation 
of in-hospital paternity establishment programs passed as part of the OmnJbus Budget Reconciliation 
Act of 1993 (OBRA 1993). Research suggests tIuu tlte number of paternities established can be 
increased dramatically if the process begins at birth or sh~rtJy thereafter, when the father is most 
likely to be present. 
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Parenting a chUd must be seen as an important responsibility that has consequences, For.young 
fathers, this means that parenting a child will have real financial consequences for the support of that 
child. The responsibility for paternity establishment should be made c1earer for both the parents and 
the agencies. If an AFDe mother provides verifiable information about the father, State agencies 
must establish paternity within strict ti.melines, 

This proposal expands the scope and improves the effectiveness of current State paternity 
establishment procedures. 

Streamlining the Paternity Establishment Proc~~, The legal process for establishing paternity will be 
streamlined so that States can establish paternity quickly and efficiently, Early voluntary 
acknowledgement of paternity wi1l be encouraged by building on the present in-hospital paternity 
establishment programs ..For those cases that remain. States will be given additional tools they need 
[0 process routine cases without having (0 depend so heavily on already over~burdened courts. 

Cooperation frqm Mothers as a Condition of AFOC Benefits. The responsibility for paternity 
establishment will be made cIear both to parents and the agencies. Mothers who appJy for AFDe 
must cooperate fully with paternity establishment procedures prior to receiving benefits and win be 
held to anew, strlcter definition of cooperation whim requires that the mother provide the name and 
other vedflable information that can be used to locate the father. The process for determining 
cooperation will also be changed - "cooperation" will be determined by the chiJd supPort worker. 
rather than lhe weJfare caseworker. through an expedited process that makes a detertn.lnation of 
cooperation before an applicant is aJlowed to' receive welfare benefits. Those who refuse to cooperate 
will be denied AFDC benefits, Good cause exceptions will continue to be provided in appropriate 
circutnSuncr.$. In rum, once an AFDC mother has cooperated in providing information, States will 
have one year to establish paternity or risk lOSing a ponien of their Federal match for benefits. 

Paternity Outreach. Outreach and public education programs aimed at voluntary paternity es.tablish-' 
ment wi11 be greatly expanded in order to begin changing the attitudes of young fathers and mothers, 
Outreach efforts at the State and Federal levels will promote the importance of paternity eStablish­
ment, both as a parental responsibility and as a right of the child to know both parenrs. 

Paternity Performance aJ!.Q Measurement Standards, States will be encouraged to' improve their 
paternity establishment rates for all out..of-wedlock births, regardless of welfare status, through 
performance~based incentives. A new paternity measure wilJ be implemented that is based on the 
number of paternities established for all cases where children are born to an unmarried mother. 

Adminjstrative Authority to Establish Qrders Based on Guide1ins:. Establishing support awards is 
critical to ensuring that children receive the support they deserve. Child Suppon (IV-D) agencies will 
be given the administrative authority to establish the child support award in appropriate cases, based 
on State guidelines. " 

Ensure Fair Award Levels 

FuUy 22 percent of the potential child suppon collection gap can be traced to awards that are either 
set very low initially or are not adjusted as incomes change. All States are currently required to use 
presumptive guidelines for setting and modifying aU support awards but they have wide discreti-on in 
their development and the resulting award levels vary considerably across SUItes, For eumple, in 
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one study, the minimum amount of support due from iow~income noncustodial parents required to pay 
support for one child varied from $259 per month in Alabama. to $241 in california, $50 in 
Massachusetts, and $25 in New York, While the use of State-based guidelines has led to more 
unifonn treat:ment of similarly~situated parties within a State, there is still much debate concerning the 
adequacy of support awards resulting from guideHnes. 

Another concern is the failure to update awards as the drcwnstances of the parties change. Although 
the circumstances of both parents (including their income) and the child typically change over time, 
awards often remain at their original level. Updating typically increases awards OYer time because the 
noncustodial parent's income generalJy increases after the award is set, while inflation reduces the 
value of awards. However, the noncustodial parent who Joses his job Qr experiences a legitimate 
drop in earnings would also benefit from updating because adjusting their awards will reduce the 
accumulation of arrearages. 

This proposal seeks to reduce the impact of inadequate child support awards and to provide 
distribution policies tht!:t enable families to more easily move from welfare to work. 

,MooificatiQtlS of ChUd Support' Grdm, Universal, periodic. administrative updating of awards wiU 
be required for both AFDe and non~AFDC cases in order to ensure that awards accurately reflect the 
cunem ability of the noncustodial parent to pay support. The burden for asking for an increase. if it 
is warranted. will be lifted from the non--AFDC mother and it will be done automatically. unless both 
parents decline a modification. 

DistributigD of Ghild SUPPOrt Payments. Child support distribution policies witi be made more 
responsive to the needs of families by re--{lr<iering child suppon distribution priorities. For families 
who leave welfare for work, pre- and post~AFDC child support arrearages will be paid to the family 
first. Families who unite or reunite in marriage will have any .chUd support arrearages owed to the 
State forgiven under certain circumstances. States will also have the option to pay current child 
support directly to families who are recipients. Families often remain econornic.aUy vulnerable for a 
substantial period of time after leaving AFDC. to fact, about 45 percellt of those who now leave 
welfare return within one year, More than 70 percent return within five years. Ensuring that all 
suppon due to the family during this critical transition period is paid to the family can mean the 
difference between self·sufficiency or a rerum to weJfare. -, 

t:il!tional Conunjssion on OlUd SUPPOrt Guidelines. Under the proposal, a National Guidelines 
Commission will be established (0 study the issue of chJld support guidelines and make recommenda· 
tions to the Administration and Congress on the desirability of uniform ruuional guidelines or national 
parameters fur setting State guidelines. ~ 

CoUect Awards That An Owed 

The full amount of child support is collected in onJy about half the cases. Currently, enforcement of 
support cases is tOO often handled on a complaint-dtlven basis, with the IV-D agency taking 
enforcement action only when the custodial parent pressures the agency to dO so. Many enforcement 
steps require court intervention. even when the case is a routine one. And even routine enforcement 
measures often require individual case processing. as opposed to being able to rely on automation and 
mass case processing. 
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This proposal includes provisions for central registries and other tools to improve both intra~ and 
interstate enforcement 

State Role. A State~based system wil1 continue, but with bold changes which move the system toward 
a more uniform. centralized. and service-oriented program. The need has grown for one central State 
location to collect and distribute payments in a timely manner, The ability to maintain accurate 
records that can be centrally accessed is criticaL All States will maintain a central registry and' 
centralized coHection and disbursement capability. The registry will maintain current records of ail 
support ordi~rs and work in conjunction with a centralized payment center for the collection and 
distribution of child support payments. The State~based central registry of support orders and 
centralized collection and disbursement will enable States to make use of economies of scale and use 
modern technology. such as that used by business - high speed check processing equipment, 
automated mail and postal procedures. and automated billing and statement processing. 

Centralized (:ol1ection will vastly simplify withholding for employers since they will only bave to send 
payments to one source. In addition, this change will ensure accurate accounting and monit9ring of 
payments. State staff will monitor support payments to ensure that the support is being paid, and they 
win be able 10 impose certain enforcement remedies at the State level administratively and 
automatically, Thus, routine enforcement actions that can be handled on a mass or group basis will 
be imposed through the central Slate offices using computers and automation, For states thar opt to 
use local offir.:es, this will supplement. but not replace, local enforcement actions. 

1n addition to the current State case.!oad, all new and modified orders for support will be included in 
th.e central registry and will receive cltild suppon enforcement services automatically, without the 
need for an application, Certain parents, provided that they meet specified conditions. can choose to 
make their payment outside the registry. 

States must move toward a child suppon system for me 21st century. With 15 million cases Md a 
growing caseload, this will not occur by simply adding more caseworkers, Roufine cases have to be 
handled in volume. The central registry, centralized coilection and disbursemem system, increased 
administrative remedies. and overall increase in automation and mass case processing are aU 
necessary for the operation of a high perfonning and effective child suppon enforcement system. 
Giving State agencies the ability to take enforcement action inunediately and automatically removes 
the burden of enforcing the obligation from the custodial parent, usually (he mother, " 

Federal Role. The Federal role wjJJ be expanded to ensure efficient location and enforcement, 
particularly in interstate cases. In order to coordinate activity at the Federal level, a National 
Clearinghouse (NC) will be established, consisting of three components: an expanded Federal Parent 
Locator Service (FPLS), the National Child Suppon Registry. and the National Directory of K'ew 
Hires. 

Interstate Enforcement. New proVisions will be enacted to improve State efforts to work interstate 
child suppon cases and to make interstate procedures more uniform througoout the country. The 
fragmented system of State child support enforcement has caused tremendous problems in collecting 
support across State lines. Given the fact that 30 percent of the current caseload involves interstate 
eases, and the fact that we live in an increasingly mobile 'society. the need for a stronger Federal role 
in interstate location and enforcement has grown, Many of the recommendations of the U.S. 
Commission on Interstate Child Suppon wilJ he included (0 improve the handling of interstate cases, 
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such as the mandatory adoption of the Unifonn Interstate Family Support Act (UIFSA) and other 
measures to make tbe handling of interstate cases fOOte unifonn. 

License SUspension. States will be required to use the threat of revoking professional, occupational, 
and drivers' licenses to make delinquent parents pay child support, This threat has been extremely 
effective in Maine. California, and other States. 

Other Tough Enforcement Measures. To insure that people do not escape their legal and moral 
obligation to support their children, States will be given the enforcement toots they need, especiaUy to 
reach the self-employed and other indjviduals who have often been able to beat the system in the past. 
Some of these tools include universal wage withholding. improved use of income and asset 
information. easier reversal of fraudulent transfers of assets, interest and late penalties on arrearages, 
expanded use of credit reporting. easing bankruptcy-related obstacles, and authority to use the same 
wage garnishment procedures for Federal and non-Federal employees. 

Tlwnjng and Employment Programs for Noncustodial Parents. States will have the option of 
developing JOBS and/or work programs for noncustodial parents who have children receiving AFDC 
or who have child support arrearages owed to the State from prior periods of AFOC receipt by their 
children. A State could allocate a portion of its JOBS and WORK funding for training, work 
readiness, and work opportunities for noncustodial parents. Requiring noncustodial parentS 10 [rain or 
work: off the child support they owe appears to increase collections dramaticaUy - most noncustodial 
parents pay their suppon tather than perfonn court-ordered community service. For those without 
job skills or jobs, these programs provide the opportunity for noncustodial parents to fulfill their child 
support obligariQllS. 

Performance~Based System. The entire financing and incentive scheme will be: reconstructed, offering 
States new performance~based incentive payments geared toward desired outcomes, Federal technical 
assistance win be expanded to prevent deficiencies before they occur. While penalties will SIlU be 
available to ensure that States meet program requirements. the audit process will emphasize a 
performance-based. "StateDfriendly~ approach. There is almost universal agreement that the current 
funding and incentive structure fails to achieve the right objectives. These new tools can only be used 
effectively if States have the necessary funding and incentives to run good programs. 

Child Support Enfon:emeut ...d Assu.raDt:e (CSEA) Demonstrotions 

Children need and deserve support from both parents, Yet collections are often sporadic, Often no 
money is received for several months, sometimes followed by a large arrearage payment. In other 
cases, the father is unemployed and cannot pay that month. In still other c.ases, the State simply fails 
in its duties to collect money owed. The proposal calls for a limited number of time-limited Child 
Support Enforcement and Assurance demonstrations which wil1 attempt to link expanded efforts at 
child support collections to some level of guarantee that a child wit! receive a child support payment 
on a consistent basis. Under this experiment, persOOlS with an award in place would be guaranteed a 
minimum level of support ~- for example, $2,000 annually for one child and $3,000 for two. This 
does not relieve the noncustodiaJ parent of any obligations. It simply ensures that the child win get 
some money even if the State fails to collect it immedi~ly. 

.. 
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Child suppon enforcement and assurance is meant to test ways to ease the difficult task o~ moving 
people from welfare to work:. It is designed to allow single parents to count on some child support. 
usually from the noncustodial parent, but from the assured child support-payment if the noncustodial 
parent becmnes unemployed or cannot pay child support. States thar try this demonstration will have 
the option to link it with programs that require the noncustodial parent to work off the amount owed . . 
CSEA protection wiJI be provided only to custodial parents who have a child support award in place, 
so mothers should have more incentive to cooperate in the identification and location of the 
noncustodial father. since they will be able to count on receiving benefits. CSEA benefits will 
normally be subtracted dollar for dollar from welfare payments. In most States, a woman On welfare 
will be no better off with CSEA, but if she leaves welfare for work, she can still count on her child 
support payments, Thus. work should be ITlUch more feasible and attractive. 

F,nbance Respousibility and Opportunity for NoncuslDdiaI Parents 

There is collsiderable overlap between isslles concerning chiJd support enforcement and issues 
concerning noncustodial parents. The well~being of children who live with only one patem will be 
enhanced if emotional and financial support is provided by both of their parents. Yet, the current 
child support enforcement system is iI1~equipped to handle cases in which noncustodial parents cite 
unemployment as the reason for their failure to make cout1-mdered support payments. It also pays 
scant attention to the needs and concerns of noncustodial parents - instead of encouraging 
noncustodial parents to remain involved in their children' s lives. the system often drives them away. 

We need to make sure that aU parents live up to their responsibilities. If we are going to expect more 
of mothers in welfare reform. we must nor let fathers just walk away. A number of programs show 
considerable promise in helping noncustodial parents recormect with their children and fulfiH their 
firnmcial responsibilities to support them. Some programs help parents do more by seeing that [hey 
get the skills they need to hold down a job and suppan theIr children, Otber programs require 
noncustodial parents to work off the support they owe. It is also important to show parents who get 
involved in their children's lives again that when they pay child support, they restore a connection 
they and their children need, 

This proposal will focus more attention on noncustodial parents and send a message that "fathers 
matter." The child support system. while getting tougher on those who can pay support but refuse to­
do so. will also be fair to those noncustodial parents who show responsibility toward their children. 

Work an~ Training for Noncustodial Parents. States will have the option to use a portion of lOBS 
and WORK program funding for training. work readiness. educational remediation. and mandatory 
work programs for noncustodial parents of AFDC recipient children who cannot pay child support 
due to unemployment, underemployment or other employability problems. States will be able to 
ehoose to make participation by noncustodial parents mandatory or voluntary and will have 
considerable flexibility in designing their own programs. 
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J2emoostration Grants for Piremity and Parenting Programs, Paterruty and Parenting Demonstration 
grants will be made to States andlor community-based organizations to develop and implement 
noncustodial parent components in conjunction with existing programs for hign..risk families (e,g., 
Head Start. Healthy Start, family preservation, teen pregnancy. and prevention). These grants will 
promote responsible patenting. emphasize the importance of paternity establishment and economic 
security for children, and develop parenting skills, 

AccesS 3D9 Visitatjon Owns 19 States. Paternity actions wilt stress the importance of gening fathers 
involved earlier in their children's lives. These grants ~iU be made to Stares for programs which 
reinforce the desirability of cllildren having continued access to and visitation by both parents. These 
programs include medIation (both voluntary and mandatory), counseling, education. development of 
parenting plans. visitation enforcement inclUding monitoring, supervision and neutral drop..off .and 
pick~up, and development of guidelines for visitation and alternative custody arrangements . 
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IMPROVING GOVERNMENT ASSISTA.l'<CE 


The current welfare system is enormously complex. There are multiple programs with differing and 
often inconsistent rules, The complexity obscures the mission of assisting families in need: frustrates 
people seeking aid, confuses caseworkers, increases administrative costs, leads to program errors and 
inefficiencies. and almost Seems to invite waste and abuse, , 

SUMMARY OF PROPOSAL 

Clearer Federal goals which allow greater State and local flexibility are critical, A central Federal 
role in information systems and interstate coordination will prevent waste, fraud. and abuse and 'will 
also improve service delivery at State and local levds. The proposal to reinvent government 
assistance contains three major components: 

Coordioation~ Simplification, and Improved lncentives in Income Support Programs 

• 	 AUow States to eliminate special requirements ror two-parent families 

• 	 Allow famifies to own a reliable automobile 

• 	 Allow families (0 accumulate savings 

• 	 Other coordination and simplification proposals 

• 	 Self.employme~tlm1croenterprise demonstrations 

• Limit definition of essential persons 

Accountabllity I Efficiency, and Reducing Fraud 

• 	 A nationwide public assistance clearinghouse 

• 	 State tracking systems 

• 	 Expansion 'of EST systems 

A 	Performanre-Based System 

" New perfotmanCe measures and service delivery standards 

• 	 Improved quality assurance system 

• 	 Technical assistance 
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COORDINATION, SIMPLIFICATION, AND IMPROVED INCENTIVES 

IN INCOME SUPPORT PROGRAMS 


EverYone from advocates to administrators is calling for simpljfication of the welfare system, and 
with good reason, The rationalization and simplification of income assistance programs can be 
achieved by making disparate Food Stamp and AFDC policy rules uniform or complementary for < 

related policy provisions. Standardization among programs will enable caseworkers to spend less 
time on detetminirtg eligibility for various programs and more time on developing and implementing 
strategies to move clients from welfare to work. 

Some of these rules have Jed to criticism of the welfare system because it imposes a ~marriage 
penaItyH to recipients who choose to wed by potentially making the married-couple family ineligible 
for assistance. Eliminating the current bias in the welfare system against two-parent families will 
encourage parents to remain together and prevent one parent from leaving the home in order for the 
other parent to receive weJfare for the children. 

Economic security is a vital step towards leaving welfare permanently, Restrictive asset rules often 
frustrate the efforts of recipients to save money and subsequently hamper their ability to attain self~ 
sufficiency. Changing the asset rules to allow recipients to accrue savings. own a reliable car, or 
even start a business is an important step in the right direction. . 

Allow Statt'S to Eliminate Special Requirements for Twtrparen1 Families 

AFDC eligibility fOf two-parent families is currently limited to those in whicb tbe principal wage 
earner is unemployed and has worked six of the last 13 quarters. "Unemployed~ is defined. as 
working less than 100 hours in a month, Under this proposal States may eliminate the special 
eligibility requirements for two~parent families, including the 100 hour rule, the 30 day 
unemployment requirement, and the employment test, For States thai elect to maintain a 100 hour (or 
modified) rule, WORK program panicipation will nOt count toward the rule. In addition. this 
proposal removes the sunset provision that allows for the termination of the AFDC-UP program in 
September 1998-, and makes it a permanent program. These changes will allow States to better 
address the needs of intact working poor families. 

Allow Families to Own a Reliable Automobile 

Reliable transponation will be essential to achieving self-suffidency for many recipients in a time­
limited program ~~ if we are expecting them to work. we should allow them to have a reliable car that 
will get them to work, A dependable vehicle is important to jndividuals in finding and keeping a job, 
particularly for those in areas without adequate public transponation, Both the AFDC and Food 
Stamp programs need a resource policy that Stlpporu: acquiring reliab!e vehicles. 

For AFDC, the permitted equity value for one car is set at $1,500 or a lower value set by the State. 
In the Food Stamp Program, the portlon of a car's fair market value in excess of $4,500 is counted 
towarq the resource limit. although a car of any value can be excluded in certain limited circum­
stances. In both programs the automobile limitations can be a substantial barrier to independence. 
Current AFDC policy would prevent total exclusion of most cars less than eight to ten years old, As 
part of welfare reform. the Secretary of Health and Human Services wiJI exercise ~isting regulatory 
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· 
authority to increase the AFDC automobile limit to an equity value of $3,500. which is more 
compatible with the current Food Stamp fair market value limit. 

Allow Families to Accumulate Savings 

As part of the welfare reform effort. we will explore a range of strategies, above and beyond 
education and job training, to help recipients achieve se}f~sufficiency. Encouraging welfare recipients 
to save money to build for their future and allowing them to accumulate savings for specific purposes 
will help promote self~sufficiency. Strategies will include raising the AFDC asset limit, conforming 
AFDC and Food Stamp program roles on what counts as an asset, and empowering welfare recipients 
to stan their own businesses. 

The very restrictive asset rules across Federal assistance programs are perceived as significant barriers 
to families saving and investing in their futures. We propose to develop unifonn resource exclusion 
policies in AFDC and Food StampS. This proposal will increase the AFDC resource limit (currently 
$1,000) to $2,000 (or $3,000 for. household with a member age 60 or over) to conform to the Food 
Stamp resource limit and to encourage work: and self-sufficiency. 

The current inconsistency of asset rules across programs creates needless confusion and administrative 
complex.ity. We will take steps to reduce the administrative complexities that exist in the treaunent of 
assets and resources fur the purpose of determining eligibility for both the AFDC and Food Stamp 
programs in order to apply the same rules to the same resources for the same family, We will 
generally conform AFDC to Food Stamp policy regarding real property. cash surrender value of Ufe 
insurance policies, and transfer of resources. These conforming changes achieve simplification by 
streamlining the adminisfrative processes in both programs. 

RecipientS will be permitted to accumulate savings in Individual Development Accounts (IDAs) for 
specific purposes such as posHecondary education expenses and first-home purchases. Subsidized 
IDAs. in which savings by recipients would be matched by Federal government dollars, wiU be tested 
on a demonstration basis. Nonzrecumng lump sum income will not be counted as a resource with 
respect to continuing eligibility [0 receive benefits in either AFDC or Food Stamps if put into an 
IDA. 

Other Coordination and Simplification Proposals 

Additional AFDe and Food Stamp program changes would simplifY and coordinate rules to 
encourage work. family formation. and asset accwnulation. These include: 

Qrnlonal RetrQSl'2eCtive Budgeting. The proposal will conform AFDC to the Food Stamp Program's 
more flexible requirements for reporting and budgeting income. Under Food Stamp Program rules, 
States are given the option to use prospective or retrospective budgeting with or without monthly 
reporting. This proposal will foster consistency between the AFDC and Food Stamp programs and 
give Slates greater flexibility to administer their programs. 



IlP:tment of income. Federal AFDC law requires that all income received by an AFOC recipient or 
applicant be counted against the AFDe grant except income that is explicitly exc1uded by defInition or 
deduction. A number of changes are proposed to bring greater conformity between the AFDC and 
Food Stamp programs, to streamline both programs andlor to reintroduce poSitive incentives for 
recipierus to work, Several provisions will meel these objective,~. 

The proposal will exclude non~recurring lump sum payments from income for AFDC purposes, and 
disregard reimbursements and EITe as resources for both programs. Lwnp sum payments, such as 
mc or reimbursements, win be disregarded as resources (or one year from the date of receipt to 
allow families to conserve the payments to meet future Hving expenses. In addition, we will 
disregard all education assistance received by applicants and recipients in both the AFDC and Food 
Stamp programs. The earnings of most elementary and secondary students up to age 19 will be 
disregarded, as will all training stipends and allowances, including 1TPA. In-kind income, both 
earned and unearned will be disregarded. Food Stamp rules will conform to AFDC to exclude 
inconsequential income up to $30 per individual per quaner, Allowances. stipends. and educational 
awards received by volunteers participating in a National Service Program wiU be disregarded for 
AFDC purposes to conform to Food Stamp policy. Targeted earned income disregards for on~the-job 
training programs or jobs will be eliminated. 

Together these proposals will make the treatment of income simpler for both recipients and welfare 
officials to understand. They will make work and education a more attractive, rational option for 
those who would continue to receive assistance and they will improve the economic weIl·being of 
those who need to combine work and welfare. 

Other Conformities. We propose conforming and streamlining AFDC and Food Stamp policies 
regarding underpayments and verifications. Underpayments will be restored to both current and 
former recipients for amounts underpaid due to agency error for a period not to exceed 12 months, 
While verification of information needed for eligibility and benefit determinations win coruinue to be 
criticai to delivering assIStance, States will be given flexibility to simplify verification ·system.., 
methods, and timefr:ames for income, identity. alien status. and SOCial Security Numbers. AFDC 
requirements concerning declaration of citizenship and alien starus will be amended to conform to 
Food Stamp policy. States will be permitted to implement Federal income tax intercept programs to 
collect outstanding AFDC overpayments, as currently available for Food Stamps. 

Jerrltories. The territorie.s operate AFDC. Aid to the Aged, Blind, and Disabled, JOBS. child care, 
and Foster Care programs under the same eligibility and payment requirements as the States, 
However. funding for these programs is capped for the territories. Benefit payments above the cap 
are financed 100 percent by the territories. The caps are $82 miHiOD for Puerto Rico. $3.8 million 
for Guam, and $2.8 million for the Virgin Islands. Between 1979 and the present, the caps were 
increased only once, by roughly 13 percent. The number of public assistance programs funded under 
the current caps, coupled with only one adjustment to these caps in 15 years, has seriously limited the 
territories' abilities to provide. let alone increase, benefits. Funher, beginning October, 1994, Puerto 
Rico win be required to extend eligibility to two--parent families. 
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This proposal will continue to give territories the authority to operate public assistance programs and 
adequate means to do so, We wiH increase the current caps by 25 percent to create realistic funding 
levels for the territories that are reflective of {he current economy and casetoad, We will also create 
a mechanism for indexing the caps to provide for occasional adjUStmentS in funding levels to 
guararuee that funding is linked to economic conditions. Requirements to operate AFDC~UP 
programs in the territories will be eliminated, ]n addition, territories wi1J be permitted, but not 
required. to implement a two-year time limit and the WORK program. 

SeIf-Empl.ymenIlMicr....terprise DemOnstr ..tiOIlS 

The proposal' includes a self..employmem/microenterprise demonstration program. This program will 
attempt to promote self..empioymenr among welfare recipients by providing access both to microloan 
funds and to technical assistance in the areas of obtaining Ioam and starting businesses. The 
demonstration will explore the extent to which self-employment can serve as a route to self­
sufficiency for recipjents of cash assistance by, encouraging persons on assistance to start 
microemerprises (small businesses). In addition, authority wiU be granted to the Departments to 
develop joint regulations to exclude resources necessary for self-employment. 

Limit D.rmltioo or Essential PersonS 

Under current law, States are permitted, at their option, to include in the AFDe grant beneftts for 
persons who are considered essential tOo the well-being of an' AFDC recipient in the family. Such 
indivjduals :I!e not eligible for AFDe in their own right, bur their needs are taken into acco!Jnt in 
determining the benefits p~yable to the AFDC family because of the benefits or services they provide 
to the family. Currently, 22 States have selected the option of including essential persons as pan of 
the AFDC unit. This proposal will limit the kinds of individuals that a State may identify as 
"essential~ to eHm!nate' the loophole rhat allows families [0 bring relatives like adult siblings into the 
AFDC unit regardless of the role they piay in the family. We propose defining essential persons as 
only those who: (1) provide child care that allows the caretaker relative to pursue work and 
education, or (2) provide care for an incapacitated AFDe family member in the borne, 

ACCOUNTABILITY, EFFlCn;:.,<CY, AND REDUCING FRAUD 
, 

Improvements in administration of welfare programs through the use of computerized information 
systems began in tbe late 1970s, but efforts have been sporadic, fragmented. and have result~ in 
varying degrees of sopbisticac:ion, often depending on available funding incentIves. Many of these 
systems have seriollS limitations. including limited flexibility. lack of interactive access, and ~imited 
ability to electrol1kaUy exchange data, Multiple and uncoordinated programs and (;omplex regulations 
almost seem to invite waste, fraudulent behavior. and simple error. 

Computer and information technology solutions will support welfare reform by providing new 
automated screening and intake processes, eHgibilitydedsion-ma.Jdng tools. and benefit delivery 

. 	techniques. Application of modem technologies such as expen systems. relational databases. voice 
recognition units, and high performam:e computer networks win permit the development of an 
information infrastructure and system that is able to eliminate the need for clients to access different 
entry points before receiving services; eliminate the neetf for agency workers (and clients) to 
encounter and understand a wide variety of compJex rules and procedures; fully share computer data 
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with programs within the Stale and among States; and provide Ille kind of case tracking and 
management that will be needed for a tiJne..limited welfare system. 

We are proposing to make use of new technology and automation to develop an information 
infrastructure that allows State-level integration anrl interfacing of multiple systems (including AFDe, + 

food stamps, work programs, child care, child suppon enforcement, and others) and offers the chance 
to implement'transitional programs which ensure quality service, fisca1 accountability. and program 
integrity. States will be able to use the location and receipt of AFDC and the names and Social 
Security Numbers of memberS of AFDC families to detect and prevent fraud and abuse,' Such 
infonnatloo. eitber alone or by matching it with other data sources, win allow States to prevent, for 
example, clh;:nts from receiving benefits in multiple locations. from claiming non-existent children, 
and from claiming children by more than one family. 

Partly as a resul~ of increasing the detection of fraud and abuse and partly as a result of changing the 
culture of the welfare system, much fraud and abuse will be prevented or deterred before it occurs', 
For instance, people who currently have unreported jobs, but are fraudulently getting cash assistance. 
will be "smoked-<>ut" because the lOBS plus- WORK requirements'will prevent them from working at 
their unreported employment. in the face of increased likelihood of detection of fraud and abuse, 
others may dedde not to come onto the rolls at ailor, once on, may decide to actively pursue self~ 
sufficiency, 

Program integrity activities will focus on ensuring overall. payment accuracy and on the detection and 
prevention of recipient, worker, and vendor fraud. The new systems at the local, State. and Federal 
levels will dramatical1y increase the ability to detect many kinds of fraud and abuse. To support the 
broader information needs. the new information infrastructure needs to include both a national data 
clearinghouse. to coordinate data exchange, as well as enhanced State and local infonnatton 
processing. In sum, the new welfare system. on the one hand, will provide government agencies 
enhanced tools to detect fraud and abuse and will prevent and deter clients from engaging in such 

'activities and, on the other, wUl encourage clients to participate more actively in their own self~ 
improvement. 

b. nationwide public assistance clearinghouse will be created whicb will be a collection of abbreviated 

case and other data. The clearinghouse will maintain al least the following data registries: the 

National Directory of New Hires with employment data including new hires~ an expanded Federal 

Parent Locator Service; the National Child Support Registry of data on noncustodial parents who hav~ 


support orders; and the National Welfare Receipt RegiSIf}' to assist in operating a national time~ 


limited assistanCe" clock" by [raclting people whenever and wherever they use welfare. Such a 

system is essential ror keeping the clock in a time~limited welfare system. Persons win not be able to 

escape their responsibilities by moving or collect benefits in tWO jurisdictions simultaneously. 


State tracking systems will follow people in the JOBS and WORK programs. These systems wil1 

ensure that people are getting access to what they deserve and that they are being held accountable if 

they are failing to meet their obligations.· Each State will be expected to develop a tracking system 

which indicates whether people are receiving and participating in the appropriate training and 

placement services, 
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~jon of ERT systems. As part of the National Performance Review. Vice President Al Gore 
charged a Federal Task Force representing the Departments of Health and Human Services, 
Agriculrure. Education, Treasury, the Office of PetsoWlel Management. and the Office of 
Management and Budget to develop a strategic plan for a nationwide system to deliver government 
benefits, including welfare assistance, electronically. In its recent report. the Task Force sets fcnh a 
vision fOI implementation of a uniform. integrated national system for Electronic Benefits Transfer 
(EBT) by 1999. 

This systC'm will replace today's multiple paper systems and provide better service to benefit 
recipients without bank accounts and Food Stamp recipients at a lower east to the taxpayer. Under 
EET. recipients will receive a single EST card which they could use at AThf or point""lf-saJe (POS) 
machines in stores and other locations to electronically access one or many types of benefits, from 
welfare to Social Security. The card helps to eliminate the stigma associated with cashing a 
govenunent disability or welfare check or.using food stamps at a grocery store, and can help restore 
the self..esteem needed for work and independence. EST also eliminates much of the high risk of 
theft associated with getting a benefit check: in the mail and with cashing it for its full value. 
Recipients can access their benefits at their convenience (compatible with their work: or training 
schedule) without incurring check cashing fees. And, since USing an EST card is like using a bank 
card, recipients will be better prepared to participate in the economic mainstream of the community as 
they begin to work. 

An EST system has great long~tenn potential for better coordination of Federal benefit programs. At 
least 12 Federal and State assistance programs could use EBT to replace their paper benefit delivery 
methods. Once lhe fuB range of programs is included. a nationwide EBT system could deliver at 
least $111 billion in benetJts annually. 

A PERFORMANCE-BASED SYSTEM 

One _objective of welfare refotnl is to transform. the culture of the welfare system - from an 
institutional syst~ whose primary mission is to ensure that poor children have a minimal level of 
economic resources. to a system that focuses equal attention on the task of integrating their adult 
caretakers into the economic rn.ainstream of society. We envision an outcome-based performance 
measurement system that consists of a limited set of broad measures and focuses State efforts on the 
goals of the transitional support system, - helping recipients become self~sufficient> reducing 
dependency> and moving recipientS into work. The Secretary of He.aIth and Human Services will 
develop a system of performance standards which measures States' success in moving clients towatd 
selr~sufficiency and reducing theIr tenure on welfare. The system will be developed and implemented 
over time; interested parties will be included in the process for determining outcome~based 
performance measures and standards. 

Until a system incorporating outcome~based standards can be put into place, State perfonnance will be 
measured against service delivery standards. These standards will be used to monitor program 
implementation and operations, provide incentives for timely implementation, and ensure that States 
are providing services needed to convert welfare iruo a transitional suppon system. The new service 
delivery measures for JOBS are designed to see that a substantial portion of such cases are being 
served on an ongoing basis. As soon as WORK program· requirements begin to take effect. States 
also will be subject [0 performance standards under the WORK program to ensure that recipients are 
provided with jobs when they reach the time limit. Until automated. systems are operational and 
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renable, State performance vis-a-vis these service delivery measures wiIl be based on infonnation 
gathered througb a modified Quality Control system. 

New Perl'ormance Measures and Service Delivery Standards 

Consistent with the theme of "reinventing governmeru." State performance in accomplishing the goals 
of this reform initiative will ultimately be judged on the basis of outcomes rather than inputs or effort 
- by the results they achieve rather than the way they achieve those results, An outcome-based 
performance standards system will keep the focus of welfare reform on the goals of moving recipients 
toward self-sufficiency and independence while ensuring the overall well-being of children and their 
fwJies. 

In order to change the focus of the welfare syStem, the outcome-based performance standards system 
wiU measure the extent to which the program helps participants improve their seJf..sufficiency, their 
independence from welfare. their labor market participation, and the economic well-being of families 
with children, Recognizing the complexity of this task, this proposal adopts a prudent strategy that 
moves forcefully. yet with reasonable caution, in the direction of developing an outcome~based 
performance system. Performance measures will be developed first, and then standards of 
performance with respect to those measures will be seL Relevant panies will be consulted during this 
process to ensure that consideration is given to imponant measurement issues such as what would be 
an appropriate set of measures. what kind of realistic standards should set with respect to those 
measures, and what the consequences should be for failing to meet established standards. 

for the purposes of accountability and compliance. seIVite delivery measures will be implemented 
first to ensure that weifare systems are operating the program for !.he phased-in mandatory population 
as intended. The new perfonnance system will provide rewards and penalties for Stare perfol1lWlCe 
through adjustmentS to the State's claims for Federal matching funds on AFDC payments and bonus 
payments to States. The measures are designed to provide positive and negative incentives to States 
to serve recipients under the new transitional system and to monitor program operations. States will 
be subject to service delivery standards and financial incentives in the foHowing areas: the cap in 
deferrals, a monthly participation rate in JOBS, the cap on JOBS extensions. State accuracy in 
keeping the two-year clock. and a participation rate in WORK 

Improved QualIty Assurance System 

As part of the effort to refocus the welfare system, the Quality Control (QC) system will be revised to 
include outcome and service delivery standards in addition to ensuring that income suppon is 
provided comPetently. The existing QC system focuses on how well the welfare system's income 
support function is perfonned to the exclusion of other system goals. This emphasis shapes the 
annosphere (the nculture~) within welfare agencies, how personnel are selected and trai~, how 
administrative processes are organized. and how organizational rewards are allocated. Moving to the 
new'system envisioned by this proposal will presem implementation and operational challenges that 
make the current system of judging performance inadequate, 
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The new, broader, QC system will give equal priority to payment accuracy and the other designated 
performance standards. It will include improving the accuracy of benefit and wage paymelus in the 
AFDC and WORK programs, assessing the quaJilY and accuracy of S"'1""eported JOBSIWORK data, 
and measuring the extent to which performance standards are met 

TeclmlcaI Assistance 

Welfare reform "",Ie; nothing less !han a change in the culture of the welfare system. This 
necessitates making major changes in a system that has primarily been issuing checks for decades. 
Now we will be expecting States to change jndividual behavior and their own institutions so that 
welfare recipients will be moved into mainstream SOCiety. This will not be done easUy. We envision 
a major role for evaluation, technical assistance, and informa1ion sharing. 

Initially, States will require considerable assistanee as they design and implement the changes required 
under this proposaL A5 one State or locality finds strategies that work.. those lessons ought to be 
widely shared with others. One of the elements critical to this reform effort has been the lessons 
learned from the careful evaluations done of earlier programs. Those lessons and the feedback 
secured during the implementation of these: reforms wiU be used in a formative sense and wilt guide 
continuing Innovation into the future. We will reserve two percent of the total annual capped 
entitlement funding for the Secretary of Health and Human Services I" be sptm on JOBS, WORK. 
and child care for research, demonstrations, evaluation, and technical assistance. In addition, the 
level of Federal teclmicaJ assistance provided to State child support agencies will be expanded to 
prevent deficiencies before they occur. 
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CONCLUSION 


If welfare reronn is to (roly succeed. it must accomplish multiple and varied objectives. The current 
welfare initiative will focus on work. responsibility, family and opportunity, all important principles 
which are difficult to quantity. However. we are confideru that enactment of !:he Administration's 
welfare reform proposal will result in positive and tangible itnpacts. By sending a strong signal that 
young people should deJay childbearing until they are prepared to accept the ensuing responsibilities, 
we will reduce teen pregnancies and the number of children born out of wedlock. By streamlining 
the paternity establishment process, more children will have the benefit of knowing who their father 
is. By significantly strengthening our chUd support enforcement system and by providing incentives 
and opporrunities fur noncustodial parents, we will dramatically increase the amount of support paid 
CO children in this country. By expanding child care provided to working families, allowing States to 
disregard additional earnings and child suppon and making the ElTC available on a regular basis. we 
wiU make work a rational and desirable choice for welfare recipients and those aHisk: (If going on 
welfare. By ~panding the JOBS program and imposing time limits and work requirements, we wlIl 
restore the values of work and responsibility within the public assistance system. This will increase 
the number of custodial parents who enter the labor force and increase earnings for their families. 
And fmally. by streamlining and simplifying government assistance programs, we will eliminate 
oUtdated and inefficient bureaucratic rules and improve incentives for recipients and welfare officials 
.like. 

In summary, this proposal does "end welfare as we know it" by dramatically cllanging the values. 
expectations and incentives within OUf current welfare system. Ultimately. this plan is about 
improving the lives of children and families by encouraging the values of work, responsibility, family 
and opportunity, Rewarding work and responsibility over welfare will lnake families stronger and 
our children and our society bener off, . 
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WELFARE REFORM: WORK 


Under tlu Pmidenl's rt/Of1lt plan, ...a/are will be about Q paycheck, not a we/jiirt cluck. To rei'!!orce 
and re~'Qrd work, our approach is based on (II simple CQfltlX1ct. Each reap/em will be required to develop a 
persorud employabillJy plan designed to IIWve her into the worliforce as quickly US possible. Support. Jab 
training, and child care will be provided to help people move from dependence to Independence. But time 
limits will ensure /hOI anyone wiUJ can work, must work-in the private sector ijpossible, in a temporary 
subsldizedjo. ifnecessary. Reform willlfUlkt welfare a "ansWarud system leading to work. 

The combination o/*Wk oppommilies. the Earned Jncume Tax Credit, health care reform, child 
care, and improved child support willlfUlkt the lives ofmillions of women and children demonstrably better. 

Making Welfare a Transition to Work: BuUding on the JOBS Program 

Crea,ed by me Family Suppan Act of 1988 and ebampioned by men.{lovernor Clio",n, the JOBS program 
offers education. training, and job placement services-hut to few families, Our proposal would expand and 
improve the current program to include: 

_A personal employability plan. From the very first day, the new system will focus on 
making young mothers self-sufficient Working with a caseworker. ~ch woman will 
develop an employability plan identifying the education. training. and job placement services 
needed to move into the workforce, Because 70 percent of welfare recipients aiready leave 
the rolls within 24 months. and many applicants are job~ready, most plans wiJl aim for 
employment well within two years. 

• A two--yt"3r time limit. Time limits wi1J restrict most AFDC recipientS to a lifetime 
maximum of 24 months of cash lISsistanee. 

-Job search first. Participants who are job-ready will immediately be oriented to the 
workplace, Anyone offered a job will be required to take it. 

-Integration with maillStrfam education and imining programs, JOBS will be linked 
with job training programs offered under the Jobs Training Partnership Act, the new School­
to-Work initiative, PeU Grants, and other mainstream programs. 

eTough sanctions. Parents who refuse to stay in school, look for work, or attend job 
training programs wilt be sanctioned, generally by" losing their share of the AFDC grant. 

eLimited exempHons and deferrals. OUf plan will reduce existing exemptkms and ensure 
that from day one, even those who can't work must meet certain expectations. Mothers 
with disabilities and those caring for disabled children wiU initially be exempt from the two­
year time limit, but win be required to develop employability plans that lead to work. 
Another exemption allowed under current JOBS rules will be significantly narrowoo: 
mothers of infants will receive only shorHerm deferrals (12 months for the first child, three 
months for the second). At state discretion. a very Hmited number of young mothers 
completing education programs may receive appropriate extensions. 

-Let states reward work. Currently. AFDC recipients who work lose benefits dol1ar~for· 
dollar, and are penalized fur saving money, Our proposal allows states to reinforce work by 
setting higher earned income and child support disregards. We also help fund demonstration 
projects to support saving and self-employment. 



-Additional rederal runding. To ease state fiscal constraints and ensure that lOBS really 
works. our proposal raises the federru match rate and provides additional funding. The 
federal JOBS match will increase further in states with high unemployment. 

The WORK Program: Work Not Welr.... After Two Yea ... 

The WORK program will enabie those without jobs after twO years to support their families through 
subsidized employment. The WORK program empbasizes: 

_Work, not ·~"Orkrare." Unlike traditional ·workfare," recipients will only be paid for 
hours worked, Most jobs would pay the minimum wage for between 15 and 3S hours of 
work per week. 

-Flexible, oommunity-based initiatives. State governments can design programs 
appropriate to the local labor market: temporarily placing recipients in subsidized private 
sector jobs, in public sector positions. or with community organizations. 

-1\ Transitional Program. To move people into unsubsidized private sector jobs as 
quieklyas possible, partidpanf.S will be required to go through extensive job search before 
entering the WORK program, and after each WORK assignment. No WORK assignment 
will last more than J2 months. Participants in subsidized jobs will not receive the EITC. 
Anyone who: turns down a private sector job will be removed from the roUs, as will people 
who repeatedly refuse to make good faith efforts to obtain available jobs. 

Supporting Working Families: The E1TC. Heallh Reform, Child Care 

To reinforce this central message about the value of work, bold new incentives will make work pay and 
encourage AFDC recipients to leave welfare. 

-The Earned Income Tax Credl! (EITC). The expanded ElTC will lift millions of 
workers out of poverty. Already enacted by Congress, the EITC will effectively make any 
minimum wage job pay $6,00 an hour for a typical family with two children. States will be 
able to work with the Treasury Department to issue the EITC on a monthly basis. 

-Health care reform. Universal health care wiJI allow peopJe to leave welfare without 
worrying about coverage for their families. 

-Child care. To further encourage young mothers to work. our plan wilt guarantee child 
care during education, training, and work programs, and for one year after participants 
leave welfare for private sector employment. Increased funding for other federal child care 
programs will bolster more working famiUes just above the poverty line and help them stay 
off welfare in the first place. Our plan also improve.,~ child care quality and ensures parental 
choice. 



, 
WELFARE REFORM: RESPONSIBILITV 

Our CUrrtnl wI/ore system. (i/um. seems 111 odds with ClJrt AmeriCOI1 wduts, especiaUy respcnsibiJily, 
Overlapping and uncoordinatedprograms seem almoSt to invite waste and abuse. Non~custodial paFen1S 

frequently provide little or no economic or social support 10 thefr children. And the culture 0/ weI/are 
offices often seems to reinforce dependence ralher tJum independence. The PresidenJ '$ welfare plan 
reinforces America" values. while recognu.ing the government's role in helpillg those who art willing to help 
themselves. 

Our proposal includes several provisions aimed at creilling a new culture ofmutual responsibility, 
We will provide recipients with services and lWJrk opportunitieA', but implement tough, new requirements. in 
return. 1hese include provisions (0 promote parenJal responsibility, ensuring that both parents cofllribure to 
their children '3 wel/~being. The plan also includes incemives direaly lied 10 the ptrformonce oflhe welfare 
office: extensive efforts to detect and prevent welfare fraud; sanctions to prevem gaming oj the welfare 
system; and a brOOlf array ofinctlllives tJuu the Slates can use to encourage responsible behavior. 

l'amltal Rfsponsibilily 

The Administration's plan recognizes that both parents must support their chlldren, and establishes the 
toughest child support enforcement program ever propOsed. In 1990, absent fathers paid only $(4 billion in 
child support But if child support orders reflecting current ability to pay were established and enforced, 
single mothers and their children would have received $48 billion: money for school. clothing. food, 
utilities, and child care. As part of a plan to reduce and prevent welfare dependency, our plan provides for: 

eUniversal paternity establishment. Hospitals will be required to establish paternity at 
birth, and each applicant will be required to name and help fmd her child's father before 
receiving benefits. 

-Regular awards updating. Child support payments will increase as fathers' incomes rise. 

eNew penalties ror those who refuse to pay. Wage~withholding and suspension of 
professional, occupational, and drivers' licenses will enforce compliance . 

• A national chUd support .clearinghuuse. Three registries~~containing child support 
.. -awards, new hires, and locating information-will catch parents who try to evade their 

responsibilities by fleeing across state lines. Centralized state registries will track support 
payments automatically, 

-State initiatives and demonst....ltion programs. States will be able to make young parents 
who fail to meet their obligations work off the child support they owe. Demonstration 
grants for parentlng and access programs-providing mediation. CQunseling, education. and 
visitation enforcement-will foster non-custodial parents' ongoing involvement in their 
children's lives. And child Slipport assurance demonstrations: willie! interested states give 
families a mim5ure of economic security even if chUd support is not collected immediately_ 

-Stote oplioD.fJ to encourage responsibility. States can choose to Jift the special eligibility 
requirements for tWfroparent families in order to encourage parent'! to stay together, States 
will also be llllowed to limit additional benefits for children conceived by women Oil 
welfare. 
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Accountability for Taxpayers 

To eliminate fraud and ensure that every dollar is used productively, welfare reform will coordinate 
programs. automate files, and monitor recipients. New fraud control measures include: 

eState tracking systems to help reduce fmud. States will be required to verify the 
income. identity. alien status, and Social Secudty numbers of new applicants and assign 
national identification numbers . 

• A national public assistance clearinghouse. Using identification numbers, the 
clearinghouse wilJ follow people wheoever and wherever they use welfare, monitoring 
compliance with time limits and work. A nati~nal "new hire" registry will monitor earnings 
to check AFDC and EITC eUgibility. and identify non-custodial parents who switch jobs or' 
cross state Hnes to avoid paying child support. 

eTough sanctions. Anyone who refuses to follow the rules will face tough new sanctions; 
and anyone who turns down a job offer will be dropped from the rolls, Cheating the system 
will be pmmptly detected and swiftly punished. 

Performance, Not Process 

The Administration's plan demands greater responsibility of the welfare office itself, Unfortunately. the 
current system too often focuses on simply sending out welfare checks. Instead, the welfare office must 
become a place that is fundamentally about belping people earn paycbecks as quickly as possible. Our plan 
offers several provisions to help agencies reduce paperwork and focus on results: 

_Program coordination and simplification. Conforming AFDC and Food Stamp 
regulations and simplifying both programs' administrative requirements will reduce 
paperwork. 

_Electronic Benefits Transfer (EB'l1. Under a separate plan developed by Vice President 
Gore, states will be encouraged to move away from welfare checks and food stamp coupons 
toward Electronic Benefits Transfer, which provides benefits- through a tamper-proof ATM 

, utd. ...EBT systems will reduce welfare and food stamp fraud, and lead to substantial 
savings in administrative costs. 

_Improyed incentives. Funding incentives and penalties will be directly linked to the 
performance of states and caseworkers in service provision, job placement. and child 
support ooJlI~tion. 



• 

• WilL FAR E R Il FOR III: REA CHI N G THE N EXT G ENE RAT ION 

PreveItdJlg tee. pregllllMJ and out-o/-wedlock bi11hJi is • criliMi pa11 of welfort! reform. Each year. 
2()(),fXXJ teenagers aged 17 and younger have children, Their children are more likely to have serious 
health problems-and they are much more likely to be poor, Almost 80 percent 0/ the children born to 
WImOrried teenage pare",S who dropped out ofhigh school ,ow Ii", in poveny. By co",rOS1. only eight 
percent of lhe children born /0 married high scJwo/ graduazes aged 20 or older are poor, Welfare refonn 
will send a clear and unambiguous message to adolescents: you should 1UJl become aparent UfIIil you are 
able 10 provide jor and nurture your child. Every young persOn will know that welfare has changed forever, 

Preventing Teen Pregnancy 

To prevent welfare dependency in the first place, teenagers must get the message that staying in school, 
postponing pregnancy, and preparing to work are the right things to do. Our prevention approach includes: 

• A natiorud campaign against teen pregnancy, Emphasizing the importance of delayed 
sexual activity and responsihle parenting, the campaign will bring together local scbools~ 
communities. fammes, and churches. 

-A national clearinghouse on teen pregrumcy prevention. The clearinghouse will provide 
communities and sebools with curricula. models, materials, training, and technical assistance 
relating to teen pregnancy prevention programs. 

_Mobilization grants and comprehensive demonstrations. Roughly 1000 middle and 
high schools in disadvantaged areas will receive grants to develop innovative, ongoing teen 
pregnancy prevention programs targeted to young men and women. Broader initiatives will 
seek to change the circumstances in which young people live and the ways that they see 
themselves. addressing health. education. safety, and economic opportunity, 

Phasing in Young People First 

Initial resources are targeted to women born after December 31, 1971. Phasing in the new system will 
direct limited resoutces to young, single mothers with the most at risk; send a strong message to teenagers 

.lhauvelfare.as_we know it has ended; most effectively change the culture of the welfare office to focus on 
work; and allow states to develop effective service capacity. 

A Clear Message (or Teen Parents 

Today. minor patents receiving welfare can form independent households; often drop out of high school; 
and in many respects. are treated as if tbey were adults. Our plan changes the incentives of welfare to show 
teenagers that havinl~ children is an immense responsibility rather than an easy route tu independence, 

-Supports Ilnd sanction~, The two~year limit will not begin until teens reach age 18, but 
from the very first day, teen parents receiving benefits will be required to stay in school and 
move toward work. Unmarried minor. mothers will be required to identify their child's 
father and Jive at home or with a responsible adult, while teen fathers will be held 
responsible lor child support and may be required to work off what they owe. At the same 
lime. caseworkers wH1 offer encouragement and support; assist with living situations; and 
bell' teens access services such as parenting classes and child care, Selected older welfare 
mothers will serve as mentors to aHisk sehool·age parents. States will also be allowed to 
use monetary incentives to keep teen parents in school. 



IN TIlE YEAR 2000, UNDER REFORM: 

• 	 2.4 MilliON ADULTS WILL BE SUBJECT TO THE NEW RULES, INCLUDING 
TIME LlMTIS AND WORK REQUIREMENTS. 

• 	 ALMOST ONE MILLION PEOPLE WILL EITHER BE OFF WELFARE OR 
WORKING: 

• 	 331,000 PEOPLE WHO WOULD HAVE BEEN ON WELFARE 
WILL HAVE LEFT THE WELFARE ROLLS. 

• 	 222,000 PARENTS WILL BE WORKING PART-TIME IN UNSUBSIDIZED 
JOBS. 

• 	 394,000 PEOPLE WILL BE IN SUBSIDIZED JOBS IN THE WORK 
PROGRAM. THAT'S UP FROM 15,000 NOW. 

• 	 ANOTHER 873,000 RECIPIENTS WILL BE IN TIME-LIMITED SCHOOL OR 
TRAINING PROGRAMS LEADING .: J EMPLOYMENT. 

• 	 FEDERAL CmLD SUPPORT COLLECTIONS WILL HAVE MORE THAN 
DOUBLED, FROM $9 BilliON TO $20 BILLION. 

• 	 TEEN PREGNANCY PREVENTION PROGRAMS WILL BE OPERATING IN 1000 
MIDDLE AND mGH SCHOOLS IN DISADVANTAGED NEIGHBORHOODS. 

• 	 ALL HOSPITALS WILL HAVE PATERNITY ESTABLISHMENT PROGRAMS IN 
PLACE. 

• 	 A NATIONAL CLEARINGHOUSE WILL BE IN PLACE, TRACKlNG PARENTS 
WHO OWE cmLD SUPPORT ACROSS STATE LINES. 

. ., 



FOR YOUNGER RECIPIENTS, TIlE CHANGE WILL BE DRAMATIC: 


• IN THE YEAR 2000, 14 PERCENT OF PARENTS UNDER AGE 29 WHO WOuLD 
HAVE STILL BEEN ON WELFARE WITHOUT REFORM WILL HAYE LEFr 
THE ROLLS. 

• 26 PERCENT OF MOTHERS UNDER AGE 29 WILL BE WORKING: NINE 
PERCENT PART-TIME IN UNSUBSIDIZED PRIVATE SECTOR JOBS, AND 17 
PERCENT IN THE NEW WORK PROGRAM. TODAY, JUST FIVE PERCENT OF 
YOUNG WELFARE RECIPIENTS WORK; ALMOST ALL OF THEM IN PART­
TIME JOBS. 

• 37 PERCENT OF PARENTS UNDER AGE 29 WILL BE SUBJECT TO 
STRONGER EDUCATION AND TRAINlNG REQUIREMENTS, STRICT 
STA.NDARDS, TOUGH SANCTIONS FOR NONCOMPLIANCE, AND A TWO­
YEAR TIME LIMIT. TODAY, JUST 22 PERCENT OF YOUNG WELFARE 
RECIPIENTS ARE EVEN EXPECTED TO PARTICIPATE IN ANY KIND OF 
EDUCATION OR TRAINING PROGRAM. PARTICIPATION STANDARDS ARE 
LOW AND THERE ARE NO TIME UMITS TO ENCOURAGE MOVEMENT TO 
WORK. 

• Al\'1l, UNDER WELFARE REFORM:, PARENTS UNDER AGE 29 WILL BE 
SUBJECT TO MUCH STRONGER PARTICIPATION REQUIREMENTS_ JUST 
23 PERCENT OF THESE YOUNG MOTHERS WILL BE TEMPORARILY 
DEFERRED BECAUSE THEY HAVE A CHiLD UNDER TWELVE MONTHS OF 
AGE; HAVE A DISABLED CHILD; OR ARE SERIOUSLY ILL THEMSELVES. 
TODAY, 73 PERCENI OF YOUNG WELFARE RECIPIENTS ARE EXEMPT FROM 
EDIJCATION AND TRAINING REQUIREMENTS. 

--.' 
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DRAFT lune 9,1994 

TIlE PRESIDENT'S WELFARE REFORM PLAN 


TIlE V ALVES OF REFORM: 

WORK AND RESPONSIBILITY 


[fhe following (pp. 1-7) is Bruce's rewrite of the introduction (with minor revisions). Melissa 
will be editing it from a Public Afrairs' perspective, but other edits are welcome.] 

The current welfare syStem. is at odds with the core values Americans share: work, family. 
opportunity, responsibility. Instead of rewarding and encouraging work, it does little to heJp people 
find work. and punishes those who go to work. Instead of strengthening families and instilling 
personal resjjonsibility. the system penaJizes two-parent families, and lets too many absent parents 
who owe child support off the hook, Instead of promoting self-sufficiency. the culture of welfare 
offices seems to create an expectation of dependence rather than independence. And the ones who 
hate the welfare system most are the people who are trapped by it. 

It is time to end welfare as we koow it. and replace it with a system that is based on work: and 
responsibility. We need to move beyond the old debates over "something for nothing" On the one 
band and "everyone for himlherselr' on the other, and offer a new social contract [do we want tn 
use word 'contract' repeatedly?] that gives poople more opportunity in return for more 
responsibility, Work is the best social program this country has ever devised; it gives hope and 
structure and meaning to our daily lives. Responsibility is the vaJue that will enable individuals and 
parents to do what programs cannot-because governments don't raise children, people do. 

The President's welfare reform plan is designed to reinforce these fundamental values. It rewards 
work over welfare. It signaJs that people should not have ehildren until they are ready to support 
them, and that parents-both parents~~who bring children into the world must lake responsibility for 
raising them, It gives people access to the ski1l~ they need. but expects work in return, Most 
important, it will give people back the dignity that comes from work and independence. 



WORK 


We don't need a welfare system based on writing welfare cbecks. We need a work program built 
around helping people earn paychecks. The President's plan will transform the culture of the welfare 
bureaucracy to get out of the business of writing people checks for life and into the business of 
helping peopJe find jobs and keep them. We want people not to need us anymore. 

Two--Year Time limit. The President's reform plan will end welfare as a way of life. Everyone 
who can work wiU be expected to go to work within two years. To the poor and those outside the 
economic mainstream, the Administration's plan will say two things; No one who works full·time 
with a child at home should be poor"and no one who can work should Stay on welfare forever. 

• 	 A new social contract: Everyone will be required to sign a Persona) ResponsibiJity 
Agreement that spells out what they can expect and what is expected of them in return. 

• 	 No more something for nothing: Under the current system, only a smaIl portion of welfare 
recipients are required to do anything in return for assistance. OU( plan will significantly 
reduce the number of e:temptions. and ensure that from day one, those who are able to work 
will be required to meet certain expectations. 

• 	 Job search first: Job search will be required immediately of anyone who can work. Anyone 
offered a private sector job will be required to take it or be removed from the welfare rolls, 

• 	 A clear focus on work: We need to change the culture of the welfare office to focus on 
moving people toward work: and independence. Most people will be expected to enter 
employment well before the two years are up, States can also design shorter time limits for 
people who are job-ready, and require them to work sooner. 

• 	 A second chance, not a way of life: People should have an incentive to leave welfare quickly 
and not use up their months of welfare eligibility, The time limit is a lifetime limit: people 
who have been off welfare for long periods of time wi1l be able to get a few months of 
assistance to tide them before moving into the work program, but they will not be able to start 
over with a new two-year clock. This will make welfare what it wllS meant to be~~a second 
chance, not a way of life, 

Requiring and Providing Work. Anyone who can work will have to go to work within two years, 
in the private sector if possible, in community service if necessary. 

• 	 Work for wages: People will work for a paycheck-not a welfare check. If people don't 
show up for work, they won't get paid. There will also be strong, escalating sanctions for 
people who quit or get tired. 

• 	 Flexible. cornmunity~based jobs: States will be able to use the money they would otherwise 
spend on welfare to create subsidized, non"isplaeing jobs in the private sector> with 
community organizations. or in public service positions. The plan is designed to promote 
strong ties to the private sector. without red tape, and to create real, meaningful jobs in fields 
ranging from home health care to child care to public safety, 
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• 	 No one who can work shouJd stay on welfare forever: This is a transitional program. 
designed to constantly push people toward unsubsidized work in the private sector. People 
will be required to go through intensive job search before entering the work program, and 
after each work assignment. No work assignment will last more than 12 months. No One 
will receive the EITC unless they leave the pwgram and take an unsubsidized job, Anyone 
who turns down a private~scctor job will be removed from the welfare rolls, as wiU people 
who refuse to make a good-faith effort to find a job when jobs appropriate to their skill level 
are available, 

• 	 A dramatic increase in work: Today~ fewer than 15,000 welfare recipients are required to 
work. Under our plan. approximately 400,000 people will have hit the time limit and be 
working in the WORK program by the year 2000, 

• 	 Ending welfare as a way of life: The combined impact of welfare reform, health reform, and 
the expansion of the Earned Income Tax Credit will be dramatic. Reform means that by the 
year 2001, three quarters of the projected welfare caseload under the age of 30 will either be 
off welfare, working, or in a program leading to work. Without reform. only a small fraction 
would be working, and 20 percent would be In education or training . 

•
Other Provisions to Reward Work. To further reinforce work and responsibiHty, our proposal will: 

• 	 Let States reward work and saving: Currently, welfare recipients who work lose a dollar in 
benefits for every dollar in wages. and are penalized for saving money. Our proposal lets: 
State..~ reinforce work by setting higher earned~income disregards. We will aJso allow families 
to set up Individual Development Accounts to save money for specific purposes, such as 
starting a business, owning a first home, or promoting a child's education. TO' move people 
from welfare to work, we will change outdated asset rules so that they can own a reliable car 
that can get them to work. 

• 	 Expand child care for the working poor: To further encourage young mothers to work, our 
plan will guarantee chJld care during the JOBS and WORK programs and for one year after 
participants leave welfare for work. The plan will also double funding for other federal child 
care programs that help working families stay off welfare in the first place, 

RESPONSIBILITY 

We could have all the programs in the world, and they won't do any good if people behave 
irresponsibly and take advantage of government largess, The President's welfare reform plan includes 
measures to inspire personal and parental responsibility and prevent people from coming onto welfare 
in the first place. These Include the broadest and most serious work requirements imposed on welfare 
recipients after a time period of becoming job ready; a nationwide crackdown On child support 
enforcement, which will give States an arsenal of ways to keep absent parents from getting off the 
hook; extensive efforts to detect and prevent welfare fraud t and strong sanctions to pte-vent gaming of 
the welfare system; a national campaign against teen pregnancy. targeted to the most troubled schools; 
and a broad array of incentives that States can use to encourage responsible behavior, from limiting 
additional benefits for additional children to rewarding teenagers for staying in school, In the long 
run, the only way to end welfare is to reduce the number of people who need to come onto it. 
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Accountability ror Taxpayers. The Administration's reform plan includes several measures to 
reduce welfare fraud, crack down on chiJd support collection, and improve efficiency: 

• 	 State tracking systems: States will verify the income, identity, alien status and Social Security 
numbers of welfare applicants. The plan will make it easier for States to coordinate 
programs, automate files, and monitor recipients. We will encourage States to run 
demonstrations that offer job placement bonuses as an incentive to caseworkers and welfare 
offices for helping recipients get and keep jobs, 

• 	 A national public assistance clearinghouse: The clearinghouse will keep trad of people 
whenever and wherever they use welfare,. and monitor compliance with time limits and work. 
A nalional ~new hire" database will monitor earnings to check AFDC and ElTe eligibility, 
and identify noncustodial parents who switch jobs or cross State lines to avoid paying child 
support. 

• 	 Electronic Benefits Transfer (EST): Under a plan developed by Vice President Gore, States 
will be encouraged to move away from welfare checks and food stamp coupott.'i toward 
electronic benefits transfer. which provides benefits thrQugh a tamper~proof ATM card. EST 
systems will reduce welfare and food stamp fraud. and Jead to suhstantial savings in 
adrnlniswuive costs. 

• 	 Rewarding performance. not process: This plan will change the culture of the welfare office 
by providing cle3r incentives to States and caseworkers to move people from welfare to work, 
improve child support collection. and provide effective services, The plan includes dozens of 
measures to simplify, coordinate, and conform the rules and regulations of the AFDC and 
Food Stamp programs to reduce paperwork and focus on results. 

The Toughest Child Support Enforcement Ever Proposed~ Both parents must support their 
children. 1n 1990, absent parents paid only $14 billion in cliild support. But if child support orders 
reflecting current ability to pay were established and enforced, single mothers and their children 
would have received $48 billion. Closing this $34~biUion child support gap will help move thOUsands 
of families off welfare and keep them off.· It's time to say to those parents: If you>re not paying 
your child support. we'll garnish your wages, suspend your license, track you across State lines, and 
even make you work off what you owe. If this country did a better job of enforcing child support, 
the need for a welfare system would diminish significantly. The Administration's proposal includes 
important measures to strengthen the child support enforcement system: 

• 	 EstabliShing paternity for aU out-{)f-wedlock births: Hospitals will be required to t.\Stablish 
paternity at birth-when the father is most likely to be present, and momers who apply for 
welfare will be required to name and heip find the child's father before receiving benefits. 

• 	 Tracking down those who don't pay: Three registries ~~ containing child support awards, 
new hires, and locating information - will catch parents who try to evade their responsibilities 
by fleeing across State lines. Central State registries will monitor and enforce support 
payments automatically. 
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• 	 New penaities fur those who refuse to pay: States wUl be able to use wage--withholding, 

credit reporting. and suspension· of professional. occupational, and drivers' licenses to make 

deiiniluents pay. 


• 	 State initiatives and defllQostration programs: States will be abJe to make parents who fail to 
meet their obligations work off the child support they owe. States will also run demonstration 
programs to help noncustodial parents with no skills get training, access and parenting 
programs to help absent parents get involved in their children's lives. and child support 
assurance demonstrations to give families a measure of economic security even if child 
support is not collected immediately. 

Ending \\'elfare tor the Next GeneraUOfl~ The current welfare system sends young people exactly 
the wrong message. Today. minor parents get a check: fur leaving home, and are free to drop out of 
high school even though the long~term CO(Lljequences for themselves and their children will be 
devastating: Unwed teen mothers who drop Out of school are 10 times more likely to raise a child in 
poverty than young people who finish scbool, get marded, and wait untH their twenties to bave 
cbildren. Our plan changes the incentives of welfare to show teenagers that baving children is an 
immense responsibility rather than an easy route to independence. At the same time, we offer ways 
to help teen parents take charge of their lives, finish school, find jobs. and become self~sufticjent; 

• 	 New requirements for teen parents: Teen parents will be required to finish scbool and enter 
the JOBS program. Unwed minor mothers will be required to identify their father's child and 
live at borne or with a responsible adult-not set up an independent household to receive their 
own check. 

• 	 A nalional campaign against teen pregnancy: We will bring the media. the private secror. 
churches, schools. and other groups together In a broad~based campaign to send a strong 
message that it is wrong to have cbildren outside marriage. and that no one should have a 
child until they are able to provide for and nurture that child. We will launch schooJ~based 
prevention programs in 1.000 schools with the worst teen pregnancy problems, set up a 
national clearinghouse on teen pregnancy to identify successful programs and help replicate 
them elsewhere. and target a handful of at-risk neighborhoods for intensive prevention efforts. 

• 	 A phase-in focusing on young recipients first: lbe welfare reform plan initially targets 
recipients under 25--those with the most to gain and the mOst at risk. Under our plan, anyone 
born after 1971 will know that the world has changed, and that welfare can no longer be a 
way of life. 

Othc;r Provisions to Promote Responsibility and Inn.ovation. Overcoming generations of 
'dependency wlH not be easy. and one thing we've learned in the Jas130 years is thatWashington 
doesn't have all the answers. This plan gives States unprecedented flexibility to innovate and learn 
from new approaches, Mucll of what onre required waivers will become available to States as State 
options. 

• 
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• 	 A plan that works for States: To give States a chance to do this right. our plan is phased in 
beginning with those born after 1971--anyone age 25 and under by late 1996~ when States 
begin to implement the program. That represents a third of the adult caseload initially, and 
will grow steadily to include nearly two-thirds by 2004, States can phase in fastet if they 
want. 

• 	 Extending assistance to tw<rpatent families: Current welfare rules discriminate against two~ 
parent families, instead of encouraging them to stay together, States will be able to waive 
rules that penalize two--parent families for working. 

• 	 Rewards and sanctions to keep teen parents in school: States will be able to design their own 
mom:tary-incentlve programs like the Learning, Earning and Parenting (LEAP) program in 
Ohio. 

• 	 No additional benefits for additional children conceived on welfare: Welfare recipients don't 
have more children on average than oilier women, but those who do make it harder for 
themse1ves and their families to escape poverty. States will have the option to limit benefit 
increases for additional children conceived by parents on welfare. 

• 	 Advance payment of the EITe: States win be able to work with the Treasury Department to 
develop plans to get the EITe out on a periodic basts, instead of as a lump sum at the end of 
the year. 

• 	 Continued wa.iver authority: We will help States with existing waiverS to adapt them once the 
new law passes. The broad waiver authority in current law will continue, 

TIlE ADMINISTRATION'S RECORD ON WELFARE REFORM 

Tax Credits for' Working "~amUies. Last year's economic package went a long way toward ending 
welfare by giving 15 minion working families a tax cut tbrOU,brh a $21 billion expansion of the Earned 
Income Tax Credit (EtTe). The EITC turns a minimum wage, $4.25~an-hour job into a $6~an~lrour 
job, and makes good on the President's campaign-promise that no one who 'works fult-time with a 
family 	at borne will be poor. With the expanded EITe and health reform, every job can be a good 
job. 

Health Reform. Health reform will move an estimated one million women and children off welfare. 

A recent survey of welfare recipients in Charleston and Nashville found that 83 percent would take a 

minimum wage job if it offered health coverage for them and their families. Another study found that· 

only S percent of people who leave welfare for work get jobs that provide health insurance. [do we 

have (itt'S for these two facts?] 


Waivers. Since January 1993. the Administration has granted waivers to 14 States to experiment 

with lime limits, extending assistance to two-parent families, limiting additional benefits for additional 

children, and other new initiatives. 
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Other Empowerment Initiatives. In addition to welfare and health reform and the ElTe, the 
Administration has sought to reward work and empower people through a number of initiatives, 
including National Service, Empowerment Zones, community development banks, enforcement of the 
Community Reinvestment Act. community policing and public safety. 

PAYING FOR RIlFORM 

The following two tables illustrate the cost and financing of the Work and Responsibility Act of 1994. 
These tables clearly demonstrate that: 

• 	 The proposal is fuUy financed. Aoout twQ4hirds of the financing provisions are further 
refurms to means-tested programs which would remove from the welfare rolls immigrants 
with well-off sponsors and drug addicts and alcoholics who are not complying willi treatment 
requirements. In addition. savings will accrue by collecting chiJd support from parents who 
have failed to accept financial responsibility for their children. 

• 	 Approximately _ percent of the entire cost of the plan is additional funding for child care to 
enable individuals to work or to obtain the training or other services they need to enter the 
labor force. . 

• 	 The plan wilJ not impose new costs upon states. As can be seen in Table 1. only _ million 
more dollars will come from States. This amount will primarily result from State decisions to 
expand eligibility for two-parent families. offer higher earnings disregards or cover a hjgher 
proportion of their caseload, 

While the limit on Emergency Assistance will reduce State reimbursement, some $1.3 billion 
of savings will accrue to the States in lower 5S1 spending for State supplementS, On balance,. 
States will be asked to finance very little of this plan, There are no unfunded mandates. 

Table 1 provides a detailed summary of the major cost elements within the proposal, A detailed cost 
table is found at the end of the document. Table 2 provides a summary of the fmallcing used to pay 
for reform. A longer description of the financing provisions and a detailed table are provided at the 
end of the document. 
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TABLE 1 

SUMMARY OF COST ESTIMATES 
, 

Five-year Ave-year Five-year 
Federal State Total 

Parental Re<p"nsibmty 

Teenage Pregnancy Prevention Grants 
Comprehensive Demonstration Grants 
ChUd Support Enforcement 
Noncustodial Parent Provisions 
Child Support Assurance Demonstrations 
State Option to Limit Additional Benefits 

to Additional Children 
Other 

SubtotaJ~ Parental Responsibility 

Making Work Pay 

At-Risk Child Care Expenditures 
State Flexibility on Earned Income 

and ChUd Support Disregards 
Subtotal, Making Work Pay 

Transitional Assistance Followed by Work 

Additional lOBS Spending 
WORK Sp",tding 
Additional Child Care Spending 
Computer Costs 
Othet 

Subtotal, Transitional Assistance 

Improving Government Assistance- (lGA) 

Remove Two~P.arent (UP) Restrictions 
IDA/Microenterprise Demonstrations 
Conform Resou['ce Limit and Exclusion Rules 
Other 

Subtotal) lGA 

TOTAL 
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TABLE 2 

SUMMARY OF FINANCING PROVISIONS 

Five-Year Total 
erOPll!·1 fin billions) 

Entitlernoot Reforms 

Limit Emergency Assistance 1.60 
Tighten Sponsorship and Eligibility Rules for Non-Citizens 

Five-Year Deeming and Limit Eligibility to Sponsors below Median InC()me 3,(}6 

Establish Similar Eligibility Criteria for Four Federal Programs 0.89 
Time Limit Benefit' for Drug Addicts and Alcoholic> (H,R, 4271) 0,60 
Income Test Mea] Reimbursements to Family Day Care Homes 0.52 

F..xtend Expiring Provisions 

HoJd Constant a Portion of Food Stamp Overpayment Recoveries for States 0,05 
Extend Fees for Passenger Processing and Other Customs Services 0,00 
Extend Railroad Safety User Fees 0,16 
Extend Corporate Environmentallnoome (Superfund) Tax 1.60 

Tax Compliunce Measure-; 

Deny EITC to Non-Resident Aliens 0,13 
ReqUIre Income Reponing for Department of Defense Personnel 0,16 

!>tiler (NoISe! d ..gjbedl 0.53 

TOTAL 9.30 . 
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TIlE IMPACT OF REFORMS 

Making all these changes overnight would severely strain the ability of Federal and State governments 
to implement the new system. To avoid this problem the plan is phased in by starting with young 
people, to send a clear message that we are ending welfare for the next generation. The attached 
tables are based on starting with the youngest third of the projected caseJoad-persons born after 1971, 
who will be age 24 and under in fiscal year 1996 when the new system is implemented. 

Anyone born after 1971 who is on welfare today, and anyone born after 1971 who enters it 
subsequently, will face new opportunities and responsibilities. By the year 2004, this group will 
represent about two-thirds of the projected caseload, as older cohorts leave and new persons born 
after 1971 enter. States wanting to move faster would have the option of doing so. 

Table 3 indicates the number of persons in various parts of the program by year, assuming this phase­
in and the implementation of health reform after fiscal year 1999. Note that because the States will 
need up to two years to pass legislation and implement their systems, the program would not be fully 
implemented until late 1996. Thus, fiscal year 1997 is the first full year of implementation. The 
initial JOBS program starts up rapidly and grows somewhat over time as more and more people are 
phased in. The WORK program grows over time starting with roughly 250,000 jobs in the first year 
when people in all States begin to hit the limit (fiscal year 1999), rising to roughly 570,000 by fiscal 
year 2004. 
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TABLE 3 


PROJECTED CASELOADS UNDER TIlE ADMINISTRATION'S WELFARE AND REALTII REFORM PROPOSAL 
ASSUMING IMPLEMEI'.'TATION FOR PERSONS BORN AFTER 1971 

FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY2004 

Projected Adult Cases With Parent 
. 

Born After 1971 Without Reform 1.03 million 1.63 million 1.81 million 2.t2 million 2.37 millioi't 3.43 million 
- - - -------- ­

Off welfare with R.fonn (Health 
rc>form after 1999, EITC, Child .00 miUion .03 million .09 mimon .12 million .33 million .85 million 
Care, JOBS, WORK, etc.) 

-­

Program Partidpant'i - 1.03 mllIio. 1.60 minion 1.78 minion 2.00 miUion 2.04 million 2.58 million 

•Working While on Welfare .10 million .17 million ,20 million .21 minion .22 mi11ion .27 million 

JOBS Participants .58 million .90 million 1.00 million .99 mmion .87 million .97 million 

WORK Participants ,00 million .00 million ,07 million .26 million .39 million .57 million 

Pre~10BS~-disability/age limits work .11 milnoD .18 rnjJIion .23 million .24 mUlien .26 million .44 million 

Pre.JOBS·..everely d'<;abled child . 02 million .03 million .03 million .03 million .04 million . .07 million 
. 

Pre-JOllS-<:aring fur cbild under .22 million .32 million .25 miUion .27 million .26 million .26 million 
one . 

- ­

Notes on Table 3: 

Numbers assume modest behavioral effects that increase over time. These behavioral effects include employment and training impacts 
similar to San Diego's SWIM program, a modest increase in the percentage of recipients who combine welfare and work and a modest 
increase in the percentage of recipients who leave welfare when they hit the time limit. Estimates also assume behavioral effects from the 
implementation of health reform after fiscal year 1999. Figures for fiscal year 2004 are subject to considerable error since it is difficult to 
make caseload projections or to determine the impact of WORK requirementS on behavior this far into the future. 

These estimates assume the policy win be implemented in an States by Federal Jaw by October 1996. 
for 75 percent of the caseload, States wiU implement the policy by October J995. 

In addition, the estimates assume that 
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Table 4 shows the impact of these changes fot the phased-in caseload. compared with what we project 
would be the caseload without welfare and health reform. 

Under the plan, we will go from a situation wbere almost three-quarters of the persons are collecting 
welfare and doing nothing in return-neither working nor in training-to a situation whete mree­
quarters are either off welfare. worting with a subsidy, or in time~limited training. Only those 
unable to work: are outside the lime limits. and even these persons will have greater expectations and 
opportunities under the proposed system. In addition, we expect the reform proposal to significantly 
increase paternity establishment rates. to increase child support payments and to lower child poverty. 

TABLE 4 

Projected Welfare, Work and Trnining Status or Pha.'\ed-in Group 
With and Witbout Reforms in Fiscu' Year 2000 

Without Reforms With Reforms 

~ 
14% " 

~~.-­ , ,-!~;In WORK program 1..... ~ , 
~, 

Total "'*"'lS' ,I i ," ........ . 5% "'I!I'f; U. 

[ In I • Mandatory Training. . 
Education and Placement Program with 
~ Pllf1:ieipfttteft SI8AGlar.ds"S1"'<'+'~ 0% 37% 

, to Participate in Training, . •Education. and Placement Program but 
No Time Limits and Low 1IatifilpNieu 
Standards :. 22% 0% , " 

,, 
Btbteati6ft anti ~al:liIAl:ent PWlt'2ms Due 
to nIness, Caring for Disabled Child. 

. " 

,
Young Child, or other Exemptio~ .73% •" 

23% 

TOTAL 100% 100% 

Transforming the social welfare system to one focussed on work: and responsibility will not be an easy 
task. A welfare system that has evolved over fifty years will not be redesigned overnight. The social 
and ero-nomic forces that have contributed to our current situation go welt beyond the welfare system 
and impact the poor and non~poor aiike, While the obstacles are formidable. undertaking refurm of 
the current welfare system is essential in order to engender work and responsibility and to improve 
the well-being of our children now and into the future. 

A description of the major elements of the plan follows. 
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PREVENTING TEEN PREGNANCY 

AND PROMOTING PARENTAL RESPONSIBILITY 


Poverty. especially long-term poverty. and welfare dependency are often associated with growing up 
in a on¢"parent famUy. Although most single parents do a heroic job of raising their children, the 
fact remains that welfare dependency could be significantly reduced if more young people delayed 
childbearing until both parents were ready to assume the responsibility of raising .children. 

Teenage pregnancy is a particularly troubling aspect of this problem. The number of births to teen 
unwed mothers (under age 20) has quadrupled i. the last 30 years, from 92.000 in 1960 to 36S,ooo 
in 1991, Teenage birth rates have been rising since 1986 beause the trend toward earHer sexual 
activity has resulted in more pregnancies. According to the Annie E. Casey Foundation, aJmost 80 
percent of the children born to unmarried teenage high school dropouts li ....e in poverty, In contrast. 
the poverty rate is only 8 percent for children of young people who deferred childbearing until they 
graduated from high school, were twenty years old. and married. Teenage childbearing often leads to 
school drop-out, which result<; in the failure to acquire the education and skills that are needed for 
success in the labor market. The majority of these teenagers end up on welfare. and according to 
Advocates for Youth (formerly the Center for Population Options) the annua1 cost to ~payers is 
about $34 billion to assist such families begun by a teenager. 

Both parents bear responsibility for providing emotionai and moral guidance, as well as economk 
support to their children. Teenagers who bring children into the world are not yet equipped to 
discharge this fundamental obligation. If we wish to reform welfare and put ehildren first, we must 
find effective ways of discouraging pregnancy by young people who cannot provide this essential 
support. We must send a clear and unambiguous signal-you should not have a child until you ate 
able to provide for and nurture that child. 

For those who do become parents, we must send an equally clear message that they win have to take 
responsibility, even if they do not live with the child. In spite of the concerted efforts of Fedetal~ 
State and local governments to .establish and enforce child support orders, the current system fails to 
ensure that chi1dren receive adequate support from both parents. Recent analysis by the Urban 
Instirute suggest that the potentiai for child support collections exceoos $48 biliion per year. Yet only 
$20 billion in awards are currently in place. and only $14 billion is actually paid, Thus. we have a 
potential collection gap of over $34 billion. 

The current system sends the wrong signals: aU too often noncustodial parents are not held responsi­
ble for the cblldren they bring into ·the world. Less than half of all. custodial parents receive any child 
support, and only about one third of single mothers (both never-marrie<i and formerly-married) 
receive any child suppO-rt. The average amount paid is just over $2,000 for those due support. 
Among never-married llIDthers. only 15 percent receive any support. Further, paternity is currently 
being established in only one~third of cases where a child is born out of wedlock. 
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The <:hUd support problem has three main elements, First. for many children born out of wedlock, a 
child support order is never established. Roughly 51 percent of the potential collection gap of $34 
billion can be traced to cases where no award is in place. This is largely due to the failure to 
establisb paternity for children born out of wedlock. Second, when awards are established, they are 
often too low, are not adjusted for inflation, and are not sufficiently related to the earnings of the 
noncustodial patent. Fully 22 percent of the potential gap t;an be traced to awards that were either set 
very low initially or never adjusted as incomes changed. Third, of awards that are establiShed, the 
fun amount of child support is not paid in half the cases, Thus the remaining 21 percent of the 
potential collection gap is due to failure to collect full awards in place. 

For children to achieve real economic security and to avoid the nero for welfare, they ultimately need 
support from both parents. When parents fail to provide support. the children pay-and so do we. 
Still, under the present system, the needs, concerns and responsibilities of noncustodial parents are 
often ignored. The system needs to focus more attention on this population .and send the message that 
fathers matter, We ought to encourage noncustodial parents to remain involved in their children's 
lives-not drive them further away, Parents who pay child support restore a connection that both they 
and their children need, 

SUMMARY OF PROPOSAL 

The ethic of parental responsjbility is fundamental. No one should bring a child lnto the world until 
he or she is prepared to support and nurture that chUd. We need to implement approaches that both 
require parental responsibility and help individuals to exercise it. First. we propose a national effort 
to prevent teen pregnancy, Second, we need special efforts to encourage responsible parenting among 
those on assistance, especially very young mothers. Third, we must collect more child support on 
behalf of all children living in single-parent families, 
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Reducing T .... Pregnancy lffid oul-<>r-Wedlod< Birth' 

• Lead a nationaJ campaign against teen pregnancy 

• EstnbHsh a national clearinghouse on teen pregnancy prevention 

• Provide teen pregnancy prevention grants 

• Conduct comprehensive service demonstrations of various prevention approaches 

Incentives for Respon...ible Behavior 

• Require minor mothers to Jive at home 

• Require schooJ¥age parents to stay ill school 

• AlJow States to limit additional benefits for additional children conceived while on AFDC 

• Allow States to provide a variety of incentives to reward responsible behavior 

Child Support Enrorcement 

• Establish awards in every case 

• Ensure fair award levels 

• Collect awards that are owed 

• Child support enforcement and assurance demonstrations 

• Enhance responsibility and opportut:tity fo(.ooncustodial p,arents , 

REDUCING TEEN PREGNANCY AND OUT.QF-WEDLOCK BIRTHS 

We need to send a strong signal that it is essential for young poople to delay sexual activity, as wen 
as childbirth, untU they are ready to accept the responsibilities and consequences, It is critical that we 
help all youth understand the rewards of staying in school, playing by the rules~ and deferring 
childbearing until they are married, able to support themselves and nurture their offspring. We have 
four proposals in this area: 

National Camnaign Against Teen Pregnancy. The President will lead a nationai campaign against 
teen pregnancy that challenges all aspects of society-business. national and community voluntary 
organizations. religious institutions and schools-to join in the effort to reduce teen pregnancy. The 
campaign will emphasize the broader themes of economic opportunity. along with the personal 
responsibility of every family in every community. Government has a role to play in preventing teen 
pregnancy. but the massive changes in attitudes and behavior that have occurred in recent decades 
cannot be dealt with by Government alone. 
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National and individual goals will be established to define the mission and to guide the work of the 
national campaign. The goals will focus on measurable aspects of the broader opportunity and 
responsibility message for teen pregnancy prevention, such as graduating from high school; deferring 
childbearing until one is married or working; and accepting responsibility for the support of one's 
children. 

A non-profit, non-partisan entity committed to these goals will be established to pull together national. 
Stale, and local efforts through the media, schools, churches, communities and individuals. Its 
membership will be broad..IJased, including youth, elected officials at all levels of government, and 
members of religious. sports and entertainment communities. In addition, a Federal interagency 
group will provide information and coordinate the range of Federal programs in this area across 
program and department lines. 

A National Clearinghouse on Teen Pregnancy Prevention. A National Clearinghouse on Teen 
Pregnancy Prevention will be established to serve as a national center for the coJlection and 
dissemination of information related to toon pregnancy prevention programs. Such information will 
include curricula, models. materials, training and technical assistance. The Clearinghouse could ruso 
develop and sponsor training institutes for teen pregnancy prevention program staff and could conduct 
evaluations of prevention programs. ' 

Teen Pregnancy PrevemiQa Grants.. TO' be most effective. a prevention strategy must begin with pre~ 
teens. focus initially on the young people who are most at-risk. and emphasize school-hased. school­
linked activities and complementary community action. 

Under the Tee," Pregnancy Prevention Grant Program, about 1,000 scbools and oommunity-based 
programs will be provided flexible grants, ranging belween $50,000 and $4Q(),000 each, 
Communities will be expected to use these funds to leverage other resources to implement teen 
pregnancy prevention programs that have both local community support and rewards. Funding win 
be targeted to schools with the highest concentration of youth at-risk and will be available to serve 
bolh middle- and high-school-age youlh, The goal will be 10 work with youlh as early as age 10 and 
to establish continuous contact and involvement through graduation from high school. To ensure 
quality and establisb a visible· and effective presence, these programs will be supervised by . 
professional staff and, where feasible, be supported by a team of national service participants 
provided by the Corporation for National and Community Service. These grants will be coord'nated 
with other Administration activities and wiH include an evaluation component. 

Comprehensive Services Demonstration Grants to Prevent Teen Pregnancy in High Risk 
Communities. An effective approach to reducing teen pregnancy must jointly emphasize increased 
personal responsibility and enhanced opportunity, Particular emphasis must be paid to the prevention 
of adolescent pregnancy before marriage, including sex education, abstinence education, life skills 
education and oontraceptive services. Programs that combine these elements have shown the most 
promise. especially for adolescents who are motivated to avoid pregnancy until they are married. 
However. for those populations wbere adolescent pregnancy is a symptom of deeper problems. a 
wider spectrum of services and more intensive efforts may be necessary. 
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For this reason, we propose comprehensive demonstration grants for youth in high~risk communities 
of sufficient size or "critical mass" to significantly improve the day·ro-day experiences~ decisions and 
behaviors of youth, Local governments and local public and private non-profit organizations in bigh­
poverty areas will be eligible to apply, Sites will be asked to cover four broad areas) with significant 
flexibility: health services, educational and employability development services. social support 
services and community activities. The- grants will follow a ·youth development" model and will 
address a wide spectrum of areas associated with youth living in a healthy community: economic 
opportunity. safety, health and education. These demonstrations will include a strong evaluation 
component and will be coordinated with other Administration activities. 

INCENTIVES FOR RESPONSIBLE BEHAVIOR 

Personal responsibility belQngs at the heart of every government program. We believe that very clear 
and consistent messages about parenthood, and the ensuing responsibilities, hold the best chance of 
encouraging young people to defer parenthood. A boy who sees his brother required to pay 17 
percent of his income in child support for 18 years may think twice about heroming a father. A girl 
who knows thllt young motherhood wm not relieve her of obligations to live at home and go to school 
may prefer other cboices. We bope and expect that a reformed system that strongly reinforces the 
responsibinties of both parents will belp prevent too-early parenthood and assist parents with 
becoming self-sufficient. 

Along with re.."ponsibility. though, we must support opportunity. Telling young people to be 
responsible wlll not be effective unless we also provide them the means to exercise responsibility and 
the hope that playing by the roles will lead to a better life, We want to give States a broad range of 
incentives and requirements to reward responsible behavior: 

MinQr mothers liye at home. Teenagers who have children are still children themselves and need 
adult supervision and guidance. The welfare system shouldn't encourage young people who have 
babies to leave home and receive a separate check. Minor parents will be required to live in their 
parents' household, except wben the minor parent is married or there is a danger of abuse to the 
minor parent. In the latter case, States wiU be entourage<! to find a responsible adult with whom the 
minor mother can live. Current AFDC rules permit minor mothers to be ~adult caretakers." of their 
own children. This proposal wm require minor mothers to live in an environment where they can 
receive the support and guidance they need. At the same time. the circumstanees of each individual 
minor will be taken into account. 

B!XIuiring schooHlge Parents to stay in schooL States will be required to provide case management 
services to aU custodial parents receiving AFDC who are under age 20. We will ensure that every 
scbool~age parent or pregnant teenager who is on. or applies for, welfare enrolls in the JOBS 
program. continues their education. and is put on a track to self-sufficiency. Every school-age parent 
(male or female. case head or not) will be required to participate in JOBS from the moment the 
pregnancy or paternity is established. All JOBS rules pertaining to personal responsibility contracts. 
employability plans, and participation will apply to teen parents, 
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State option to limit additional benefits for additional children conceived on AFDC. Currently, 
welfare benefits automatically increase with the birth of an additional child. Under the proposal, 
States will h,lve the option to limit benefit increases when additional children are conceived by parents 
already on AFDC. States will be required to allow families to ftearn back" the lost benefit amount 
through disregarded income from earnings or child support, and to ensure that parents have access to 
family planning services. 

State options for incentives to reward responsible behaviQr, States will be given the option to use 
monetary incentives combined with sanctions as inducements to encourage young parents to remain in 
school or GED class. They may a1sa use incentives and sanctions to encourage participation in 
appropriate parenting activities. 

CHILD SUPPORT ENFORCEMENT 

A typical child born in the United States today will spend some time in a single-parent home. The 
evidence is clear that children benefit from the financiaJ support and interaction of both parents ­
single parents cannot be expected to do the entire job of two parents. In spite of the concerted efforts 
of Federal, State, and local governments to establish and enforce child support orders, the current 
system fails to ensure that children receive adequate support from both parents. Recent analyses by 
The Urban Institute suggest that the potential for child support collections exceeds $47 billion per 
year. Yet only $20 billion in awards are currently in place, and only $13 billion is actually paid. 

The problem is essentially threefold. First, for many children born out--of-wedlock, a child support 
order is never established. Second, when awards are established, they are often too low, are not 
adjusted for inflation, and are not sufficiently correlated to the earnings of the noncustodial parent. 
And third, of awards that are established, the full amount of child support is collected in only about 
half the cases. Our proposal addresses each of these shortcomings. 

Establish Awards in Every Cuse 

The first step in ensuring that a child receives financial support from the noncustodial parent is the 
establishment of a child support award. Roughly 57 percent of the potential. collection gap of $34 
billion can be traced to cases where no award is in place. Paternity, a prerequisite to establishing a 
support award, has not heen established in about haJf of these cases. States currently establish 
paternity for only about one-third of the out-of-wedlock births every year and typically try to establish 
paternity only after women apply for welfare. 

Paternity establishment is the first crucial step toward securing an emotional and financial connection 
between the father and the child. Recognizing the critical importance of establishing paternity for 
every child, the Administration has already launched a major initiative in this direction by the creation 
of in-hospital paternity establishment programs passed as part of the Omnibus Budget Reconciliation 
Act of 1993 (OBRA 1993). Research suggests that the number of paternities established can be 
increased dramaticaJly if the process begins at birth or shortly thereafter, when the father is most 
likely to be present. 

18 




... 


Parenting a child must be seen as an important responsibility that has consequences. Por young 
fathers, this means that parenting a child will have real financial consequences for the support of that 
child. The rei;pon.~ibility for paternity establishment should be made dearer for both the parents and 
the agencies. If the mother provides verifiable information about the father. State agencies must 
establish paternity within strict timelines. 

This proposal ~pands the scope and improves the effectiveness of current State paternity 
establishment procedures. 

SttMmlining the Paternity Establisbment Process- The Jegal process for establishing paternity wiU be 
streamlined so that States can establish paternity quickly and efficiently. Early voluntary 
acknowledgement of paternity will be encouraged by building on the present in~hospital paternity 
establishment programs. For those cases that remain, States will be given the tools they need to 
process routine cases without having to resort to the courts at each step, 

C90~ratjQn from Mothers as a Condition of AFDC Benefits. The responsibility for paternity 
establishment will be made clear both to parents and the agencies. Mothers who apply for AFDC 
must cooperate fully with paternity establishment procedures prior to receiving benefits~ under a new, 
stricter definition of cooperation which requires that the mother provide the name and other verifiable 
information that can be usoo to locate the father. The process for determining cooperation will .also 
be changed - "cooperation" will be determined by the child support worker, rather than the welfare 
caseworker. through an expedited process that makes a determination of cooperation before an 
applicant is allowed to receive welfare benefits. Those who refuse to cooperate wilJ be denied AFDC 
benefits. Good cause exceptions will contlnue to be provided in appropriate circumstances. In turn. 
once an AFDC mother has cooperated in providing information, States will have one year to establish 
paternity or risk losing a portion of their FederaJ match for benefits. 

Paternity Outreach. Outreach and public education programs aimed at VOluntary paternity establish­
ment will be greatJy expanded in order to begin changing the attitudes of young fathers and mothers. 
Outreach efforts at the State and Federal levels will promote the importance of paternity establish .. 
ment, both as a parental respofi$ibUity and as a right of the child to know both parents. 

paterni1Y PeUonnance and Measurement Standards. States will be encouraged to improve their' 
paternity estlblishment rates for all out-of«-wedlock births, regardless of welfare status, thrrnigh 
performance~based incentives. A new paternity measure wiU be implemented that is based on the 
number of paternities establhmed for.!ill cases where children are born to an unmarried mother. 

Administrative AuthQrity tQ Establisl,LQrders Based on Guidelines. Establishing support awards is 
critical to ensuring that children receive the support they deserve. Child Support (IV-D) agencies will 
be given the administrative authority to establish the cbild support award in appropriate cases, based 
on State guidelines. 

Ensure Fair Award Levels 

Fully 22 percent of the potential child support coliectiQn gap can be traced to awards that are either 
set very low initially or are not adjusted .as incomes change. AU States are currently required to use 
presumptive guideline.') for setting and modifying all support awards but they have wide discretion in 
their development and the resulting award levels vary considerably acrOSS States. For example; the 
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minimum amount of support due from non.:ustodial parents required to pay support for one child is 
$259 per month in Alabama. $241 in QUifomia. 550 in Massachusetts, and $25 in New York. While 
the use of State-based guidelines has Jed to more uniform treatment of simHarly~situated parties within 
a State, there is still much debate concerning the adC{Juacy of support awards resulting from 
guidel ioes. 

Another concern is the failure to update awards as the circumstances of the parties change. Although 
the circumstances of both parents (including their income) and the child typically change over time, 
awards often remain at their origiDailevel. Updating typically increases: awards over time because the 
noncustodial parent's income typicaHy increases after the award is Sel, while inflation reduces the 
value of awards. However, the noncustodial parent who loses his job or experiences a legitimate 
drop in earnings would also benefit from updating because adjusting their awards win reduce the 
accumulation of arrearages. 

This proposal seeks to reduce the impact of inadequate child support awards and to provide 
distribution pOIi,cies that enable families to more easily'move from welfare to work. 

ModificatWns...o.f..Child SupPOrt Orders. Universal, periodic, administrative updating of awards will 
be required for both AFDC and non-AFDC cases in order to ensure that awards accurately reflect the 
current ability of the noncustodial parent to pay support. The burden for asking for an increase. if it 
is warranted, will be lifted from the mother and it will be done automatically, unless both parents 
decline a modification. 

Distribution of Child Support Payments. Child support distribution policies wit) be made more 
responsive to the needs of families by re-ordering chitd support distribution priorities.. For faDJiJies 
who leave welfare for work, child support arrearages will be paid to the family first. Arrearages 
owed to the State will be forgiven if the family unites or reunites in marriage. States will also have 
the option to pay current child support directly to families who are recipients, Families often remain 
e(:onomically vulnerable for a substantial period of lime after leaving AFDC - about 40 percent of 
those who leave welfare return within one year. and another 60 percent return within two years, 
Ensuring that all s.upport due to the family during this critical transition period is paid to the family 
can' mean the 'difference between self-sufficiency or a return to welfare, 

National Commission on Child Sunport Guidelines. Under the proposal. a National Guidelines 
Commission will be established to study the issue of chHd support guidelines and make recommenda­
tions to the Administration and Congress on the desirability of uniform national guidelines or national 
parameters for setting State guidelines. 

Changing the present distribution rules will assist people in making a successful transition from 
welfare to work by making pre- and post-AFDC arrears available to the family first if the family has 
left AFOC. Family unification will be encouraged by allowing families who unite or reunite in 
marriage to bave any child support arrearages owed to the State forgiven under certain circumstances. 
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Collect Awards That Are Owed 

The full amount of child support is collected in only about half the cases. Currently. enforcement of 
support cases is too often handled on a compJaint..ariven basis. with the IV~D agency taking 
enforcement action only when the custodial parent pressures the agency to do so. Many enforcement 
steps require court intervention, even when the case is a routine one, And even routine enforcement 
measures often require individual case processing, as opposed to being able to rely on auto-mation and 
mass case processing. 

This proposal includes provisions for centra) registries and other tools to improve both intra- and 
interstate enfol'!.~ement. 

State Role. A State~b3sed system will continue. but with bold changes which move the system toward 
a more uniform, centralized and servic{Xlriented program. All States will maintain a central registry 
and centralized collection and disbursement capability. The Tegistry will maintain current records of 
all support orders and work in conjunction with a centralized payment center for the collection and 
distribution (if child support payments. This will be designed to vastly simplify withholding for 
employers, as well as ensure accurate accounting and monitoring of payments. 

The State staff will monitor support payments to ensure that the support is being paid, and they will 
be able to impose certain enforcement remedies at the State level administratively. Thus, routine 
enforcement actions that can he handled on a mass or group basis will be imposed through the central 
State offices using computers and automation, For States that opt to use local offices, this will 
supplement. but not replace, local enforcement actions. 

All cases included in the central registry will receive child support enforcement services automatica1­
Iy, without the need for an application, Certain parents. provided that they meet specified conditions. 
can choose to be excluded from payment through the registry. 

States must move toward a chUd support system for the 21st century. With 15 million cases and a 
growing caseload. this will not occur by simply adding more caseworkers, Routine cases have to be 
handled in volume. The central registry. centraJized collection and disbursement system, increased 
administrative remedies~ and overall increase in automation.and mass case processing are all 
necessary for the operation of a bigh performing and effective child support enforcement system. 

The need has grown for one central State location to collect and distribute payments in a timely 
maoner, The ability to maintain accurate records that can be centrally accessed is critical, The State~ 
based central registry of support orders and centralized collection and disbursement will enable States 
to make use of economies of scale and use modern technology. such as that used by business - high 
speed check processing equipment, automated mail and postal procedures and automated billing and 
statement processing. Centralized collection will vastly simplify withholding for employers since they 
will only have to send payments to one source, Giving State agencies the ability to take enforcement 
action immediately and automatically removes the burden of enforcing the obligation from the 
custodial parent, usually the mother, 

21 




". 

Federal Role. The Federal role will be expanded to ensure efficient location and enforcement, 
particularly in interstate cases. In order to coordinate activity at the Federal level, a National 
Clearinghouse (NC) will be established, 'coru;isting of three components: an expanded Federal Parent 
Locator Service (FPLS), the National Child Support Registry, and the National Directory of New 
Hires. 

Interstate Enforcement. New provisions will be enacted to improve State efforts to work interstate 
child support cases and to make interstate procedures more uniform throughout the country. The 
fragmented system of State support enforcement has caused tremendous problems in collecting support 
across State lines. Given the fact that 30 percent of the current caseload involves interstate cases, and 
the fact that we live in an increasingly mobile society, the need for a stronger FederaJ role in 
interstate location and enforcement has grown. Many of the recommendations of the U.S. 
Commission on Interstate Child Support will be included to improve the handling of interstate cases, 
such as the mandatory adoption of the Uniform Interstate Family Support Act (UIFSA) and other 
measures to make the handling of interstate cases more uniform. 

License Suspension. States will be able to use the threat of revoking professionaJ, occupationaJ, and 
drivers' liceru:es to make delinquent parents pay child support. This threat has been extremely 
effective in Maine, California, and other States. 

Other Tough Enforcement Measures. To insure that people do not escape their legaJ and moraJ 
obligation to support their children, States will be given the enforcement tools they need, especiaJly to 
reach the self-employed and other individuaJs who have often been able to beat the system in the past. 
States will be enabled to take more efficient and effective action when child support is not paid, 
through the adoption of proven enforcement tools and streamlined enforcement procedures. Some of 
these tools include universa1 wage withholding; access to current income and asset information; easier 
reversal of fraudulent transfers of assets; interest and late penalties on arrearages; expanded use of 
credit reporting; easing bankruptcy-related obstacles; authority to use the same wage garnishment 
procedures for Federal and non-Federal employees, including military and veterans; and restrictions 
on passports and visas for egregious arrearages. 

Training and Employment Programs for Noncustodial Parents. States will have the option of 
developing JOBS andlor work programs for the noncustodial parents of children who are receiving 
AFDC or have child support arrearages owed to the State from prior periods of AFDC receipt. A 
State could aJlocate a portion of its JOBS and WORK funding for training, work readiness and work 
opportunities for noncustodial parents. Requiring noncustodial parents to train or work off the child 
support they owe appears to increase collections dramatically - most noncustodial parents pay their 
support rather than perform court-ordered community service. 

Performance-Based System. The entire financing and incentive scheme will be reconstructed, offering 
States a higher Federal match and new performance-based incentive payments geared toward desired 
outcomes. Federa1 technical assistance will be expanded to prevent deficiencies before they occur. 
While penaJties will still be available to ensure that States meet program requirements, the audit 
process will emphasize a performance-based, "State-friendly" approach. There is aJmost universa1 
agreement that the current funding and incentive structure fails to achieve the right objectives. These 
enforcement tools can only be used effectively if States have the necessary funding and incentives to 
run good programs. The funding proposal will institute a new funding and incentive structure that 
uses performance-baSed incentives to reward States that run good programs. 
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Child Support Enforcement and Assurance (CSEA) Demonstrations 

Children need and deserve support from both parents. Yet collections are often sporadic. Often no 
money is received for several months. followed sometimes with a large arrearage payment. In other 
cases. the father is unemployed and cannot pay that month. In still other cases, the State simply fails 
in its duties to coUect money owed. The proposal calls for demonstrations of Child Support 
Enforcement and Assurance which will attempt to link expanded efforts at chUd support collections to 
some level of guarantee that a child will receive a child support payment on a consistent basis. Under 
this experiment, persons with an award in place would be guaranteed a minimum level of support ­
for example. $2,000 annually for one child and $3,000 for two. This does not relieve the 
oom,,'UstodiaJ parent of any obligations. It simply ensures that the child will get some money even if 
the State fails to coUect it immediately. 

Child support enforcement and assurance is meant to test ways to ease the difficult task: of moving 
people from welfare to work. It is designed to allow single parents to count on some child support. 
usually from the noncustodial parent, hut from the assured chHd support payment if the noncustodial 
parent becomes unemployed or cannot pay child support. The States that try this demonstration will 
have the option to link it with programs that require the noncustodiai parent to work off the amount 
owed, 

Since: CSEA protection will be provided only to custodial parents who have a child suppon award in 
place. mothers should have more incentive to cooperate in the identification and location of the 
noncustodial father. since they will be able to count on receiving benefits. CSEA benefits will 
normally be subtracted donar fnr dollar from welfare payments. In most States, a WOman on welfare 
will be no bener off with CSEA. but jf she leaves welfare for work, sbe ean stm count on her child 
support payments, Thus, work should be much more feasible and attractive. 

Enhance Responsibility nnd Opportunity for Noncustodial Parents 

There is considerable Qverlap between issues concerning child support enforcement and issues 
concerning noncustodial parents. The well~being of children who live with only One parent will be 
enhanced if emotional and financial support is provided by both of their parents. Yet; the current 
child support enforcement system is ilt-equipped to handle cases in which noncustodial parents cite 
unemployment as the reason for their failure to make court.o()rdered support payments. and pays scant 
attention to the needs and concerns of noncustodial parents - instead of encouraging noncustodial 
parents to remain involved in thcir children's lives, the system often drives them away. 

We need to make sure that all parents live up to their responsibilitieS. If we are going to expect more' 
of mothers in weUarc reform. we must not let fathers just walk: away. A number of programs show 
considerable promise in helping nom:ustodiat parents reconnect with their children and fulfill their 
financial responsibilities to support them. Some programs help parents do more by seeing that they 
get the skins they need to hold down a job and support their children, Other programs require 
noncustodial parents to work: off the support they owe. It is also important to show parents who get 
involved in their children's!ivcs again that when they pay child support. they restore a connection 
they and their children need. 
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This proposal will focus more attention on noncustodial parents and seod a message that Qfathers 
matter." The child support system, while getting tougher on those who can pay support but refuse to 
do so, wiH also be fair (0 those noncustodial parents who show responsibility toward their children. 

MandatQ:ry..Iraining and Work for Noncustodial Parents, States will have the option to use a ponion 
of JOBS and WORK program funding for training. work readiness, educational remediation and 
mandatory WQrk programs fur noncustodial parents of AFDC recipient children who cannot pay child 
support due to unemployment, underempJoyment or other employability problems. States will be able 
to choose to make panieipation by noncustodial parents mandatoty or voluntary and will have 
considerable flexibility in designing their own programs, 

Demonstration Grants fQr Paternity and Parenting Programs. Paternity and Parenting Demonstration 
grants will be made to States and/or oommunity~based organizations to develop and implement 
noncustodial parent (fathers) components in conjunction with existing programs for high-risk families 
(e.g., Head Start, Healthy Start, family preservation, teen pregnancy and prevention). These grants 
will promote responsible parenting. including the im.portance of paternity establishment and econom.ic 
security for children and the development of parenting skills. 

Acces..~ and Visitation Grants to States. Paternity actions will stress the importance of getting fathers 
involved earlier in their cl1i1dren's lives. Grants will be made to States for programs whicb reinforce 
the desirability for children to have continued access to and visitation by both parents. These 
programs include mediation (both voluntary and mandatory). counseling. education. development of 
parenting plans, visitation enforcement including monitoring, supervision and neutral drop-off and 
pick-Up, and development of guidelines for visitation and alternative custody arrangements. 
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MAKJ1I(G WORK PAY/CIllLD CARE 

TIlE IMPORTANCE OF TIlE EITC, HEALTII CARE REFORM, AND CHILD CARE 

A crucial component of welfare reform that promotes work and independence is making work: pay. 
The Census Bureau reports that in 1992, J6 percent of aU year-round, full-time workers had earnings 
too low to support a family of four out of poverty. up from 12 percent in 1974. The problem is 
especially great for women: 22 percent-more than Qne in five-of year-round. full-time female 
workers had low earnings. 

Simultaneously. the welfare system SelS up a devastating array of barriers for peopJe who receive 
assistance but want to work. It penalizes those who work by taking away benefits donar for doUar; it 
imposes arduous reporting requirements for those with earnings but still on welfare, and it prevents 
saving for the future with a meager limit on assets. Moreover, working-poor families often lack 
adequate mNical protection and face sizeable child care costs. Too often, parents may choose 
welfare instead of work to ensure that their children have health insurance and receive child care. If 
our goals are to encourage work: and independence. to help families who are playing by the rules, and 
to reduce both poverty and welfare use, then we must reward work rather than welfare. 

Although they are not discussed in this paper, the Earned Income Tax Credit and health reform are 
clearly two of the three mtljof components of making work pay. Last summer's $2l-billion expansion 
of the Earned Income Tax Credit (EITe) was a major step toward making it possible for (ow-wage 
workers to support themselves and their families above poverty. When fully implemented, it will 
have the effect of making a $4.25 per hour job pay nearly $6,00 per hour for a parent with two or 
more children. Combined with food stamps, this tax. credit helps ensure that people who work fulJ­
time with a family at home will 00 longer be poor. 

The next critical step toward making won pay is ensuring that all Americans have health insurance 
coverage, Many recipients are trapped on we'fare by their inability to find or keep jobs with health . 
benefits that provide the security they need. And too often, poor. Jl(}n~wo('king families on welfare 
have better health coverage than poor, working families, The President's health care reform pJan will 
provide universal access to health care, ensuring that no one will have to choose welfare instead of . 
work to ensure that their children have health insurance. Both the EITC expansion and health care 
reform will help support workers as they leave welfare to maintain their independence and self­
sufficiency. In one recent study, 83 percent of welfare recipients said they would leave welfare to 
take a minimum-wage job immediately if it provided healtb coverage for their families. Another 
study found that only S percent of people who leave welfare for work get jobs that provide health 
insurance, 

The plan includes two additional provisions that will inerease the return from work for low-income 
families. Under current law. all income received by an AI'DC recipient or applicant must be counted 
against the AFDC grant. except certain specified work-related and other disregards. The proposal 
contains several provisions to' make work a more attractive option for recipients combining work and 
welfare and to simplify the treatment of income for recipient'\: and caseworkers alike. States will be 
required to disregard a minimum of $120 per month but wiU have flexibillty to establish higher 
earnings disregard amounts to encourage work, In addition, States will have the optiOn to increase 
the current $50 per month child support pass-through. All disregards and the child support pass~ 
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through wlll be indexoo to inflation to ensure that recipients who work or receive child support will 
be treated consistently in the future, 

At present. a small percentage of EITC claimants take advantage of the option to receive part of the 
EITC in advance payments throughout the year. While the reasons vary for the low utilization rate, it 
is partly due to it Jack of information and because employers are respon.~ible to determine eligibility 
and administer the payments. Public agencies that de.ll directly with welfare recipients are uniquely 
advantaged to ensure that the advance payment option is used frequently and appropriately. The 
proposal will allow States to conduct demonstration projects to make advance payments of ttie BITe 
available to ellgible residents through a State agency, Many contend that wclfare recipients couid 
particularly benefit from receiving the EITe in advance payments throughout the year because they 
would experience the rewards from work on a more timely basis. 

The final critical component for making work pay is affordable. accessible child care. In order fur 
families, especiaUy single-parent families, to be able to work Or prepare themselves for work, they 
need dependable care for their children. 

The Federal Government currently subsidizes child care for low~income families primarily through' 
the Qpen-endnd entitlement program, (tho Ti~. IY-A JOBS Child Care and Transitional Child Care), 
a capped entiUemen' program (At-Risk Child Carel, and a discretionary program (the Child Care and 
Development Block Grant), Working AFDC recipients are also eligible for the clIiJd care disregard, 
although in many places it is too low to cover the cost of care (a maximum of $200 a month for 
infants and $174 a month for all other chiJdren). The dependent care tax credit is seldom available 
for low-income families because it is not refundable, 

The current child care programs do not provide sufficient support fur workjng~poor families. The 
separate programs are also governed by inconsistent legislation and regulations. making it difficult for 
States and parents to create a coherent system of care. Finally, there are problems with quality and 
supply of tare, especially for infant'\. and toddlers, 

, 
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SUMMARY OF PROPOSAL 


Improve Child Care for Low-Income Families 

• Maintain the existing child care guarantee 

• Expand child care for low~income working famines 

• Maintain the Child Care and Development Block Grant 

• Addres, quality and supply 

• Coordinate rules across alJ child care programs 

• Revise child care subsidy rates 

Other Provisions to Make Work Pay 

• Allow States to reward work and the payment of child support 

• Permit agencies to provide advance payments of the EITe through State agencies 

CHILD CARE 

~ 	 This welfare refonD proposal will increase child care funding both for families on cash assistance and 
working families not eligible for cash assistance. In addition, the proposal focuses on creating a 
simplified chUd care system and on ensuring that children are cared for in safe and healthy enviroll~ 
rnents, TIle proposaJ includes. the following: 

Maintain the Existing Child Cllre Guarantee 

Poopte on public assistance will continue to receive child care for taking part in work. or training. 
Those who leave welfare will continue to receive a year of Transitional Child Care. 

Expand Child Care for Low-Income Working Families 

We also propose significant new funding for low-income, working families. The At-Risk Child Care 
Program, currently a capped entitlement available to serve the working poor. is capped at Ii very low 
level and States have difficulty using it because of the required State match. We propose to expand 
this program by $2.2 billion over five years and to make the match rate co-nsistent with the new 
enhanced match rate in other Title IV-A programs. This will more than double the amount of child 
care available for the working poor. 
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It is hard to argue, however, that low-income working families who have never been, or are no 
longer, on welfare are less needing or deserving of child care subsidies than people who are on 
welfare. While this proposal does not provide a child care guarantee for working poor famiJjes~ it 
does provide n significant increase in support for them as well as for those on or moving off welfare, 

Maintain the Child Care and Development Block Grant 

The Administration's fiscal year 1995 budget caUs for a 22-pereent increase in funding for the Block 
Grant, These funds support both services and quality improvements. 

Address Quality and Supply 

We will provide a set~aside in the At~Rjsk. program to address quality improvements and supply 
issues. Quality improvements will include a range of activities such as resource and referral 
programs, grants or loans to assist in meeting State and local standards, and monitoring for 
complianee with licensing and regulatory requirements. Supply issues will include a special focus on 
the development and expansion of infallt and toddler care in low-income communities, The goal of 
our child care proposal is to attain a careful balance between the need to provide child care support to 
as many Jow·income families as possible and the need to elL'iure the safety and healthy development of 
children. Paying higher rates to increase quality can limit the ability to increase the number of child 
care slots, but rates that are too low can also limit supply and parental choice, and endanger children. 
We are also ooncemed that there are speCific child care supply problems in some geographie areas 
and for some chiJdren--especially infants and toddlers, 

We propose a number of lower-cost strategies to address quality and supply, These include: 
improvements in the linkages between programs, including the various child care programs: and Head 
Start; minimal but consistent health and safety standards; some direct funding toward the quality and 
supply improvements; and some action to maintain a reasonable floor of payment. 

CoordillJlte Rul<s Across Ail Child Care Programs 

We win assist Stites to use Federal programs to create seam1ess coverage for persons who leave 
welfare for work. Health and safety requirements will be made consistent across these programs and 
wil1 confonn to standards in the Biock Grant program. States will be required to establish sliding fee 
scales and report consistently across programs, Efforts will be made to link Head Start and child care 
funding streams to enhance quality and oomprebensive services. 

Children should be cared for in healthy and safe environments. The CcnBO standards, together with 
two new standards on immunization and prohibiting access to toxic substances and weapons~ are truly 
the minimal r4~uirements that can provide such an assurance. More than half the States are already 
using the same standards for IV-A child care and CCDBG child care. Many more cite their State 
standards which will meet the CCDBG requirements. In all cases except immunization, States wiU 
continue to establish their own standards; as a result this change should not have a signjfican~ effect 
on many States. We do not believe the immunizaOon standard should vary from State to State. 
Finally, we oonttnue to support strongly parental choice and propose to add to IV~A the ceDSO 
requirements for: assuring parental choiee of PTQviders~ providing to parents information on options 
for care and payment of child care, and establishing a system for parental complaints. 

I. 
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Child Care Subsidy Roles 

In general, States pay subsidies for child care equal to actual cost. up to some maximum. This 
maximum should be set in a way that reflects reasonable costs of care and sbould also be the same 
across cbild care programs. Additionall,y, payment mechanisms should reflect current market 
conditions and be defined in such a way that they can vary automatically over time. 

There is a particular problem with the AFDC income disregard for child care, since it is based on an 
unreasonably low maximum monthly payment of $175 per child ($200 for infant care). and because 
the disregard is effective only after families incur child care expenses, resulting in a cash-flow 
problem fur families. Simply raising the disregard inadvertently makes a number of new families 
eligible for AFDe. Eliminating the disregard will make many families ineligible. Therefore. to 
achieve equity and to give families a reaiistic ability to afford care, we propose requiring States either 
to supplement payments or to provide at least two options for payment of child care costs {the 
disregard and one other payment mechanism}. 

OTHER PROVISIONS TO MAKE WORK PAV 

Allow States to Reward Work and the Payment or Child Support 

The existing set of AFDC earnings disregard rules makes work an irrational option for many 
recipients, particularly over 6me. Currently. a11 income received by an AFDC recipient or applicant 
is counted against the AFDe grant except income that is explicitly excluded by definition, States are 
required to disregard the following: 

• 	 For each of the first four months of earnings. recipients are allowed a $90 work expense 
disregard, another $30 disregard, and one-third of remaining earnings are also disregarded. 

• 	 The one-third disregard ends after four months. 

• 	 The $30 disregard ends after 12 months. 
< < 

In addition, a child care expense disregard of $175 per child per month (S200 if the child is under 2) 
is permitted to be calculated after other disregard provisions have been applied. Currently. $50 in 
cbild-sl.lppon is passed through to families with established awards. The EITe is also disregarded in 
determining AFDC eligibility and benefits. 

This proposal will eliminate the current set of disregard rules and establish a much simpler minimum 
disregard polit."Y at the Federa,11evel. We wiIJ allow considerable State flexibility in establishing 
policies beyond the minimum. Our proposal includes the following four components: 

• 	 Require States to disregard at least S)20 in earnings. This is equi\'alent to the $90 and $30 
income disregards that families now get after four months of earnings. 
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• 	 Allow States complete flexibility in determining which types of income should be considered in 
developing a ~fill-the--gap"Lpolicy (i.e., income from earnings, child support or aU forms of 
income). Currently, if States till the gap, they must apply all forms of income. 

• 	 Give States the flexibility to establish their own earned income disregard policies on income above 
these amounts. 

• 	 The AFDC $50 pass~through of child support payments will be indexed for inflation; States wlH 
have the option to pass through additional payments above this aJll(}unt. 

This proposal will yield a simpler system for recipientS and caseworkers. alike. It maximizes State 
flexibility and makes work a more attractive. rationaJ option. By allowing workers in low-benefit 
States to keep more of their earnings, it will inerease the economic well-being of those workers, The 
requirement fur States to supplement AFDC payments in fill-the--gap States. if they have less 
disposable income because chiJd support is paid to the child support ageney (instead of directly to the 
family), will be eliminated, 

Perm.1t States to Provide Adl'1lnce Payments of the: EITC through State Agencies 

Under current law, low~income workers with children can elect to obtain up to 60 percent of the 
credit in advance payments through their employers, and claim the balance of the credit upon filing 
their income tax returns. An employee choosing to receive a portion of the EITC in advance files a 
W~5 fonn with his or her employer, and the employer calcutates the advanced ETC payment basoo. 
on the employee's wages and filing status and adds the appropriate amount"to the employee's 
paycheck. 

Despite the sucusses of the current program, the delivery of the ElTC could be improved, 
particularly by enhancing the probability that the EITe will be claimed in advance througbout the 
year rather than as a year-end l lump-sum payment, Recent data indicates that fewer than one percent 
of EITe claimants have received the credit through advance payments through their employers. 
While the reawns for the current low utilization tate are not funy known. a recent GAO study found 
that many low-income taxpayers were unaware they could claim the credit in advance. It is believed 
that welfare mcipients, in partiCUlar, could benefit from receiving the credit at more regular intetva1s 
throughout tht~ year. By receiving the credit as they earn wages. workers would observe the direct 
link between work effort and BITe. 

l. Each State establishes an AFDC need standard (the income the State decides is the amount 
essential for basic consumption items) and an AFDC payment standard (100 percent or less of the 
need standard). Benefits are generally computed by subtracting income from the payment standard. 
Under a "fill..f.he-gap" poliCy. benefits are computed by subtracting income from the higher need 
standard. 
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This proposal wilt allow up to four States to conduct demonstrations to promote the use of the 
advance payment option of the EITe by shifting the outreach and administrative burden from 
employers to selected pubJlc agencies. Such agencies may include public assistance offices (AFDC 
and/or Food StaJ)lps), Employment Service Offices. and State flnance and revenue agencies. Where 
appropriate, States may coordinate advance payments of the EITC with payments of other Federal 
benefits (such as food stamps) through electronic benefit technology, Technical assistanee wit! be 
provided by the Federal government, and each demonstration will be rigorously evaJuated. 
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 


Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the 
current support system from one focused on writing checks to onc fm."Used on work, opportunity, and 
responsibility. The Family Support Act of 1988 recognized. through creation of the JOBS program. 
the need for investment in education, training and employment services for welfare recipients. Most 
importantly. if introduced the expectation that welfare recipiency is a transitional period of preparation 
for self-sufficiency. Most abJe-bodied recipients were mandated to participate in the JOBS program 
as a means towards self-sufficiency. 

However. the welfare system has not changed as much as was ifl:tended by the Faroily SuppOrt Act. 
Only a small portion of the AFDC case!oad is required to participate in the JOBS program. while a 
majority of AJ-1)C recipients are not required to participate and do not volunteer. An even smaller 
fraction of recipients are working. This sends a mixed message to both recipienrs and caseworkers 
regarding the true terms and validity of the social compact that the Family Support Act represented. 
As a result, most )ongRterm recipients 3re not on a track to obtain employment that will enable them 
to leave AFDC. 

This proposal calls for replacing the AFDC program with a transitional assistanee program. to be 
followed by work. The new program includes four key elements: a new sociaJ contract; training. 
education and placement assistance to move poop'e from welfare to work; a two-year time limit; and 
work requirements. Phasing in the plan starting first with the youngest recipients will send a strong 
message of re..<;ponsibiHty and opportunity to the next generation. 

SUMMARY OF PROPOSAL 

• 	 A New Social Contract. Everyone who receives cash support will be expected to do something to 
belp themselves and their community, Recipients will sign a personal responsibility agreement 
indicating what is expected of them and of the government and to prepare them for self~sustainjng 
employment. Persons who are not yet in a position to work or train (because of disability or the 
need to care for an infant or disabled child) win be assigned to preR10BS untll they are ready for 
the t!me-limited JOBS program. Everyone will have a re.'iponsibiHty to oontribute something and 
move toward work and independence. 

• 	 Training, Education, and Placement linked to work (the JOBS program). The core of the 
transitional support program will be an expanded and improVed lOBS program that focuses on 
moving people into work, JOBS is the program whicl1 was establisbed by the Family Support Act 
of 1988 to provide training. education and job placement services to AFDC recipients. Every 
aspect of the augmented JOBS program wHJ be designed to help recipients find and keep jobs. 
The enhanced program will include a personal responsibility agreement {described above) and an 
employability plan designed to move persons from welfare to work as rapidly as possible. For 
most applicants, supervised job search will be required from the date the application is approved. 
JOBS participants will be required to accept a job if offered. The new effort. rather than creating 
an employment training system for welfare recipients alone, win seek close ooordinaJion with lob 
Training Partnership Act (JTPA) programs and other mainstream training programs and educa­
tionaJ resources. 
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• 	 A Two--Year Time Limit. Young recipients will be limited to' two years of cash assistance, after 
wbich they will be expected to work:. While two years wi1l be the maximum period for the receipt 
of cash aid by people able to work. the goat will be to help persons find jobs long before the end 
of the two~yeat period. Mothers with infants. persons with disabilities which limit work: and those 
(;aring for a disabled child will be placed in a pre~JOBS status and win not be subject to the time 
limit while such conditions exist. In a very limited number of cases. extensions of the time limit 
wtlt be granted for completion of an education or training program or in unusuaJ circumstances. 

• 	 Work (the WORK progrlllll). The new effort will be designed to help as many people as 
possible to find employment before reaching the two-year time limit. Those persons wbo are not 
able to find employment within two years will be required to take a job in the WORK program. 
WORK' program jobs will be paid employment. rather than 'workfare,' and will include 
subsidized private sector jobs. as well as position!) with local not-for~proflt organizations and in the 
publ ic sector. The positions are intended to be- shorHerm, last~reson jobs. designed neither to 
displace existing workers~ nor to serve as substitutes for unsubsidized employment. Provisions 
win be put in place to discourage lengthy stays in the WORK program. Among these will be 
limits on the duration of anyone WORK assignment. frequent periods of job search, denying the 
BITe to persons in WORK assignments and a comprehensive reassessment after a second WORK 
assignment. People will be required 10 make a good-faith effon to find unsubsidiz.ed work, and 
anyone woo turns down a job offer wiU be removed from the mUs. The primary emphasis of the 
WORK program win be on securing unsubsidized employment. States will be given considerable 
flexibility in the operatIon of the WORK program in order to achieve this goal. 

Each of these elements is discussed below. 

PHASE-IN 

It is very unlike1y that States could proceed to full-scale implementation of the cllanges described 
above immediately after passage of the legislation. Even if resources were plentiful, attempting to 
instantly place the entire caseload in the new transitional assistance program would almost guarantee 
enonnous administrative difficulties at the State level. Facing the need to serve hundreds of 
thousands more persons in the JOBS program and to create hundreds of thousands of WORK . 
assignments, many States would be unable to succeed at either. 

An attractive alternative to the chaos of immediate full-scale implementation is to begin by focusing 
on younger parents. The younger generation of actual and potential welfare recipients represents the 
source of greatest concern. Younger recipients are likely to have the longest stays on welfare. in part 
because they are at the beginning of their spells. They are also the group for which there is probably 
the greatest hope of making a profound difference. Under this approach, we will devote energy and 
new resources to ending welfare for the next generation, rather than spreading efforts so thin that 
little real help is provided to anyone. 

The phase-in of the new requirements will begin with aU recipients (including new applicants} born 
after December 31. 1971. All persons of the same age and circumstances will then face the same 
rules~ regardless of when they entered the system. This is roughly one third of the caseload in 1996. 
Over time. as the percentage of the caseload born after 1971 rises. the new transitional assistance 
program win encompass a greater and greater proportion of welfare recipients. States will have the 
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option of phasing in faster. By 2000, half of aU adult recipients, are included. By 2004, two-thirds of 
tile adult easel"'" will be included. 

Targeting younger parents does not imply limiting access: to education and training services for older 
recipients. They will still be eligible for lOBS services. The new resources, however, wiIJ be 
focused on younger recipients. 

A NEW SOCIAL CONTRACT 

The goal of these proposals is to make the welfare system a much different world, The intake 
process will be changed to clearly communicate to recipients the expectation of achieving self­
sUfficiency through work, lust as important, the agency will also face a different set of expectations. 
In addition to determining eligibility, its role will be to help recipients achieve self.-sufficiency_ The 
underlying pbUosophy is one of mutual responsibility, The welfare agency will help recipients 
achieve self-sufficiency and will provide transitional cash assistance; in rerum. recipients will take 
responsibility for their lives and the economic well-being of thelr children, 

Personal Responsibility Agreement. Each adult applicant for assistance will be required to enter into 
a written agreement in which he oc sbe agrees to take responsibility for moving quickly toward 
independence in return for that assistance. The applicant and the State will develop an employability 
plan leading to self~sufficiency. and the State will agree to provide the services called for in the 
employabmty plan, 

Orlentation. Each applicant will reulve orientation services: to explain how the new system will 
WQrk. A full understanding of how a time-limited assistance program operates wUl ensure that 
participants maximize their opportunities to obtain services. 

EmployabUilY Plan. Within a short time frame~ each adult win undergo a thorough needs assessment. 
Based on this assessment, and in conjunction with his or her c3.'1eworker. each person will design an ' 
individualized employability plan which specifies the services to be provided by the State and the time 
frame for achieving self~sufficiency. 

Pre:}OBS. Under the current system, only a small portion of the AFDC caseload is required to do 
anything. and the rest are exempt. Our plan will reduce the number of exemptions, and ensure that 
even those who are not ab1e to participate in education t training or work still have to meet certain 
expectations, People with a disability or caring for a disabled child, mothers with infants under one, 
and people Jiving in remote areas will be eligible for pre~JOBS, States will be allowed to place a 
capped number of people in pre-JOBS for other good--cause reasons. All recipients will be required 
to take steps. even if they are small ones, toward self-sufficiency. Just as in the lOBS program, 
participants in pre~JOBSf when pOSSible, win be expected to complete employability plans and 
undertake activities intended to prepare them for employment andlor the JOBS program. 

~rMSed Participatiun. With increased Federal resources available. it is reasonable to require 
increased participation in the lOBS program, Current law requires that States enroll 20 percent of the 
non-exempt AFDC caseJoad in the JOBS program during fiscal year 1995, States will be expected to 
meet much higher participation rates for persons who are enrolled in the new program. Through the 
phas&-in strategy described above, a higher aod higher percentage of the caseJoad will be subject to 
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these rules and requirements. and the transitional assistance program will move toward a fuU· 
participation model. 

TRAINING, EDUCATION, JOB SEARCII AND JOB PLACEMENT 
- THE JOBS PROGRAM 

The JOBS program originatoo with the Family Support Act. It represented a new vision for welfare, 
but it remains mostly an afterthought to a system principally focused on eligibility determination and 
check writing. We propose to make the lOBS program the centerpiece of the public assistance 
system. Doing so will require a series: of key improvements. 

There bave been many impediments to the success of the JOBS program. such as a lengthy recession, 
the surge in AFDC case-loads and State budget shortfalls that hampered States' ability to draw down 
available JOBS and other Federal matching funds. For these reasons, States have been unable to 
effectively implement the changes envisioned in the Family Support Act. 

In order to fully transform the welfare system into a structure wbich helps families attain self~ 
sufficiency. the entire culture of the welfare system must be changed, This must start by making the 
welfare system one which focuses on helping participants achieve self-sufficiency througn the 
provision of education, training and employment services rather than one which concentrates on 
determining eligibility and writing checks. To accomplish this. a major restructuring effort which 
implements real changes for all participants is needed, Strong Federal leadership in steering the 
welfare system in this new direction will be critical. To this end, we propose: 

(1) 	 A clear focus on work. From the moment they enter the system, applicants are focused on 
moving from welfare to work througb participation in programs and services designed to 
enhance employability; and 

(2) 	 Much greater integration with mainstream education and training programs. 

A Clear Focus on Work 

Under the provisions of the new transitional assistance program, JOBS participation will be greatly 
expanded, and increased participation rates will be phased in. We recognize that welfare recipients 
are a very diverse population. Participants in lhe JOBS program have very different levels of work 
experience. education and skills. Accordingly, their needs will be met through a variety of activities: 
job search, classroom learning, on~the·job training and work experience. States and localities will, 
therefore. have great flexibility in designing the exact mix of JOBS program services. Employability 
plans wilJ be adjusted in response to changes in a frunUy's situation. Finally, the Federal government 
will make much-needed additional resources available to the States to accomplish the objecti~es, 

llP~Front lob Search, AU new adult recipients in the phas~-in group (and minor parents who have 
competed high school) who are judged job-,,,,,dy will be required 10 perform job search, as soon as 
the application is approved. States will have the option to require aU job-ready new recipients 
(including those in the oot·pbased-in group) to engage in uP""front job search. 

The job search activities will lead to immediate employment for some recipients. For those who 
subsequently enter the JOBS program, they will have a realistic grasp of the job market, This will 
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aid in completing the needs assessment and in developing the employability plan, and may also help 
participants focus their energies. 

Then brents. 10 order to meet the special needs of teen parents, any custodial parent under age 20 
will be provided case management services" Teen parents will be required to finish high schoo) and 
participare in the JOBS program. (For further provisions regarding teen parents, see section on 
Promoting Parental Responsibility), 

Semiannual Assessment. In addition to the expectation that dient progress will be monitored on a 
regular basis, Stales will be required to conduct an assessment of all adult recipients and minor 
parents, including both those in the pre-JOBS phase and those in JOBS, on at least a semiannual basis 
to evaluate progress toward achieving the goals in the employability plan. Both the individual's and 
the State's efforts will be examined, and corrective action will be taken as needed, 

Sanctions, In order for the system to wotlc~ participants must see that the requirements are real. 
There must he a direct connection between a participant's behavior and the rewards and sanctions as a 
con.<;equence, The sanction for refusing a job offer without good cause will be strengthened. The 
current penalty removes the adult from the grant; in the new system. the family's entire AFDe 
benefit will be terminated for 6 months or untH the adult accepts the job offer, whichever is shorter. 
The State cannot sanction an individual for refusing to accept an offer of employment if that 
employment would result in a net loss of income for the family. Sanctions for failure to foHow the 
employaoiHty plan will be the same as under current law. 

Jocreased Funding and Enhanced Federal Match, It is important to ensure'that ail welfare recipieots 
who are required to participate in the JOBS program have access to the appropriate services. The 
increase in Federal resources avai1able to the States and simplified and enhanced match rates will 
enable States to undertake dIe necessary expansion in the JOBS program, 

Similar to current law, the capped entitJement for JOBS will be allocated according to the average 
monthly number of adult recipients (which will include WORK participants) in the State relative to the 
number in all States, The JOBS capped entitlement will be increased from $1 billion under current 
law to _ for 19%, .:-.....' billion for 1997 and _ billion for each of the next three ,years. The 
capped entitlement for JOBS (as wen as for WORK) would be'increased if the national unemployment 
rate equalled or exceeded 7 percent. 

Fiscal constraints have proven particularly troublesome in effecting we1fare system changes. States 
are required to share the cost of the JOBS program with the Federal Government. Many States have, 
however, been experiencing budgetary difficulties which were not anticipated at the time the Family 
Support Act: was enacted. Consequently. most States have been unable to draw down their fun 
allocation of Fooeral JOBS funds because they have not been able provide the required State match. 
In 1992. States drew down only two..mirds of the $1 billion in available Federal funds, and only 10 
States drew down their full allocation. Fiscal problems have limited the number of individuals served 
under JOBS and. in many cases. limited the services States offer their lOBS participants. 

To address the scarcity of State JOBS dollars. the Federal match rate will be increased by five to ten 
percentage points over the current JOBS match rate, with 11 minimum Federal match between 65 and 
70 percent. Spending for direct program costs, for administrative costs and for the costs of 
trans:portation and work-related supportive services would all be matched at the single rate. During 
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periods of high Stale unemployment, the State match rate fur JOBS, WORK and At-Risk Child Car. 
would be reduced by ten percent. 

federal Leadership, The Federal role in the lOBS program will be providing training and technical 
assistance to help States make the program changes called for in this plan. The Federal Government 
will encourage evaluations of State JOBS programs, help promote state-of-the-art practices, and assist 
States in redesigning their intake processes to emphasize employment rather than eligibility. -These 
activities will be funded by setting aside a portion of Federal lOBS funds specifically for this purpose­
-two per<:ent in fiscal years 1996-98, and one percent thereafter, 

ln~ruting JOBS and Mainstream EducaUon and Training Initiatives 

The Federal government currently operates a myriad of education, training, and employment services 
programs. Many of these programs serve the AfDC population. JOBS programs must continue to 
link clients to the available services in the community. Coordination, integration and implementation 
of common strategies among the major programs wbich serve the AFDC population will help States 
acoomplish the mission of the JOBS program by expanding access to other available services. This 
proposal prescribes greater coordination, but it grants broad flexibility to States to achieve this 
objective. To this end. the proposaJ implements severa] mechanisms that promote ongoing 
coordination and integration and which lessen the administrative burdens States face. This will allow 
fur program simplification, innovation, and ongoing program improvement. 

The role of the JOBS program should not be to create a separate education and training system for 
welfare recipients. but rather to ensure that recipients have .access to and information about the broad 
array of eXisting training and education programs. Under the Family Support Act, the governor of 
each State is required to ensure that program activities under JOBS are coordinated with JTPA and 

• 	 other relevant employment. training, and educational programs available in the State. Appropriate 
components of the State's plan which relate to job training and work preparation must be consistent 
with the Governor's coordination ptan. The Stale plan must be reviewed by a coordinating council. 
While these measures have served to move the welfare syStem in the direction of program 
coordination and integration. further steps can and should be taken. Federal and State efforts for 
promoting integration and coordination, and general program improvement. wiU be an ongoing, 
process in the new system, 

Program Coordinatiog, This proposal includes provisions which will greatly enhance integration and 
coordination among the JOBS program and related programs of the Departments of Labor and 
Education, such as Job Training Partnership Act programs and programs falling under the Adult 
Education Act and the Carl D. Perkins Vocational Educational Act. For example, the State council 
on vocational education and the State advisory council on adult edutation will review the State JOBS 
plan and submit comments to the Governor 10 ensure the objectives of these programs are adequately 
addressed by the Stale', lOBS program. 

S:i'panded Str:te Fleoibjljty. (0 order to enable States to take the steps necessary to achieve fuJI 
integration among edu<:ation. training, and employment service programs, Governors will have the 
option to operate the JOBS and WORK programs through an agency other than the agency designated 
to administer welfare programs. For example, a Governor may choose to operate a combined 
lOBS/JTPA program. This option will expand State flexibility and will promote innovation and 
program improvement. 
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Expanding QpQOrruDUi~. Among the many Administration initiatives which will be coordinated with 
the JOBS program are: 

• 	 National S~. HHS will work with the Corporation for National and Community Service to 

ensure that JOBS participants are able to take full advantage of national service as a road to 

independence. 


• 	 ScbQQI;:to~WQd\' HHS will work with the Department of Education to make participation 

requirements fur the School-t<rWork and JOBS programs compatible, in order to give JOBS 

participants the opportunity to access this new initiative. 


• 	 ODe-Stop Stwxming, States which move toward one-stop shopping under the Reemployment 

Assistance Act win be required to include the JOBS program. 


• 	 Pell Grams. The program win ensure that JOBS participants make full use of such existing 

programs a.i Pel! grants. iocoffie'ocontingent student loans and lob Corps. 


TWO-YEAR TIME LIMIT 

Most people who enter the welfare system do not stay on AFOe continuously for many years. It is 
much more common for recipients to move in and out of the welfare system, staying for a relatively 
brief period each time. Two out of every three persons who enter the welfare system leave within 
two years~ and fewer than one io five spends five consecutive yean on AFDC. Half of all those who 
leave welfare, however. return within two years, and three of every four rerum at some point in the 
future. Most recipients use the AFDC program not as a permanent alternative to work. but as 
temporary assistante during times of economic difficulty. 

While persons who remain on AFDC for long periods at a time represent only a modest percentage of 
all people who ever enter the system. they represent a high proportion of those on welfare at any 
given time. Although many face very serious barriers to employment, including physicat disabilities~ 
others are able to work but are not making progress toward self~sufficieocy. Most long~tenn 

. recipients are not on a track toward obtaining employment that will enable them to (eave AFDC . 

. , Placing a time limit on cash assistance is part of the overall effort to shift the focus of the welfare 
system from providing cash assistance to promoting work and self-sufficiency. The time limit will 
give both recipients and JOBS staff a structure,that necessitates continuous movement toward fulfilling 
the objectives of the employability plan and. ultimately. finding a job. 

Two~Year Limit on Cash Benefits. The proposal establishes, for adult recipients not placed in pre~ 


JOBS status, a cumulative limit of 24 months of AFDC benefits, followed by a ""'Ork requirement. 

Special provisions for teen parents are diSCUSSed below. 


Time limits will, in general. be linked to JOBS participation. Recipients required to partkipate in 

JOBS win be subject to the tlme limit. Montlls in which an individual receives assistance while 

assigned to pre~JOBS status (ralber than participating in JOBS) will not count against the 24-month 

lime limit. 
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In a two-parent family ~ both parents win be subject to the time limit if the principal earner is in the 
phased-in group (see below), If one parent reaches the time limit when the other has not. the parent 
who reaches the time limit will be required to enter the WORK program, The famHy wiU continue to 
be eligible for benefits as long as at least one of the two parents has not reached the time limit for 
transitional assistance. 

Recipients unable to find employment by the end of two years of cash benefits could receive further 
government support only through participation in the WORK program. as described below. 

Most peopJe wiU be expected to enter employment well before the two years are up; States that wish 
to set shorter time frames and require work sooner will be able to do so. 

Minimum Work Standard. Months in which an individual meets the minimum work standard will not 
be counted against the time limit. In an AFDC-UP family, if ono parent meets the minimum work: 
standard, neither parent is subject to the time limit. The minimum work standard will be set at 20 
hours per week, with a State option to requite up to 30 hours per week. 

The!] Parents. As mentioned elsewhere, virtually all parents under age 20 wiH be re<)uired to partici­
pate in JOBS, The 24-month time clock, however, will not begin to run until the parent turns age 18. 
In other words, any period of receiving benefits as a custodial parent prior to the age of 18 will not 
be counted against the two-year time limit. 

Pre-WORK -Job Search. Persons who are within 45 days of reaching the time limit (up to 90 days at 
State option) will be requited to engage in supervised job search for those final 45·90 days, before 
taking a WORK assignment. 

Extensions. States will be permitted to grant a limited number of extensions to the time limit in the 
following circumstances: 

• 	 For completion of a OED o-r other educatio-n or tralning program, including:a schooH.o-work 
program or post-secondary education program, expected to lead directly to employment. These 
extensions will be contingent on satisfactory progress toward completing the program and will be ,. 
limited to 12-24 months in duration. and must be combined with partwtime employment. 

• 	 For those who are learning disabled. illiterate or face language barriers or other serious obstacles 
to employment. 

States will, in addition, be required to grant extensions to persons who have reached the time I1mit 
but who have not had access to the services specified in the employability plan, The total number of 
extensions will be limited to JO percent (If recipients required to participate in JOBS, In other words, 
a' State cou1d have no more than 10 percent of its JOBS-mandatory recipients in extended status at any 
given time, 

Limited Additional Assistance to Persons: WhQ Stay off Welfare for Extended Perjods. Persons who 
exhaust or nearly elhaust their 24 months of time~!imited assistance and who leave welfare for an 
e;ltended period of time will be able to qualify for a few additional months of assistance. This will 
serve as a cushjon. should they lose their job and need temporary help again. Persons wiUt less than 
6 months left. on their time limit when they (eave welfare can qualify for up to 3 months of additional 
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support for each year they are off welfare. HQwever~ in no case will they be able to raise their 
remaining timl~ of benefits available above 6 months. 

WORK 

The focus of the transitional assistance program will be helping people move from welfare to self~ 
sufficiency through work, An integral part of this effort is making assistance truly transitional for 
those able to work: by placing a two-year time limit on cash benefits. Some welfare recipients will, 
however. reach the two-year time Hmit without having found a Job, despite having participated in the 
JOBS program and followed their employability plans in good faith. We are committed to providing 
these persons with the opportunity to support their tammes through paid work. 

Each State will be required to operate a WORK program which will make paid work assignments 
available to recipients who have reached the time limit for cash assistance. 

The overriding goal of the WORK program will be to help participant.. find lasting unsubsidized 
employment States will have wide discretion in the operation of the WORK program in order to 
achieve this end. For example, a State could pfovjde shorHerm subsidized private sector jobs (with 
the expectation that many of these positions will become permanent), or pOSitions in not-for-profit 
organizations and/or pubJic sector agencies. 

The WORK program as structured is designed to provide an opportunity for individuals who have 
reached the time limit to support theIr families through'paid work: while developing the skills and 
receiving the job search assistance needed to obtain unsubsidized private sector jobs. The structure 
ensures that work "pays" by assuring that a family with an adult in a WORK assignment will be no 
worse off than a family of the same size ill which no one is working. 

"Workfare" programs are generally not consistent with placements in the private sector. By oontrast. 
the WORK program requires a strong private-sector focus. This is work-not workfare. Persons wiU 
be paid for performance-not paid a welfare check: and sent out to a work site. WORK provides far 
greater dignity and responsibility than workfare. Moreover, the purpose of the WORK program is to 
help persons move into. rather than serve as a substitute for. private sector employment. 

AdmlnL<trative Structure of the WORK Program 

Eligibility. A recipient who has reached the time limit for transitional assistance will be permitted to 
enroll in the WORK program. provided be or she has rn>t refused an offer of an unsubsldized job 
without good cause (see below). 

WORK Funding, Federal funds for the cost of operating the WORK program will be capped and 
distributed to States according to the number of persons required to participate in JOBS (and subjeet 
to the time limit) and the number in the WORK program in a State, relative to the total number in all 
States, These Federal monies must be matched by State funds at the same rate as in 10BS--the 
current JOBS match rate pl~s five to ten percentage points. The WORK capped entitlement will be 
set at billion fur 1998, billion fur 1999, fur 2000, billion for 2001 and billion 
for 2002, As discussed under JOBS fueding, the capped entitlements for JOBS and WORK would be 
increased iftbe national unemployment rate equalled or exceeded 7 percent. Also as discussed under 
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JOBS funding, during periods of high State unemployment, the State match rate for JOBS, WORK 
and At·Risk Child Care would be reduoed by ten percent. 

In addition, States will be reimbursed for wages paid to WORK program participants, including wage 
subsi.dies to private employers, at a specified match tate. 

If States were unable to claim the total available Federal JOBS and WORK funding for a fiscal year, a 
State which bad reached its cap could draw down Federal funds for operational costs in excess of its 
allotment from the capped entitlement. AU States will be allowed to reallocate up to 10 percent of the 
combined total of their JOBS and WORK allotments from J08S to WORK, or vice versa. 

Flexibility. States will have considerable flexibility in operating the WORK program. A State can 
pursue any of a wide range of strategies to provide work to those who have reached the two-year 
limit, including: 

• 	 Subsidize private sector jobs; 

• 	 Create positions in the not~for~profit sector (which could entail payments to cover the cost of 
training and supervising WORK participants); 

• 	 Offer employers other financial incentives to hire JOBS graduates; 

• 	 Execute performance-based contracts with private firms or not~for~profit organizations to 
place WORK paniclpants in unsubsidized jobs; 

• 	 Create positions in public sector agencies (which might include employing adult welfare 

recipients as mentors for teen parents on assistance); 


• 	 Employ WORK participants as child care workers, child support caseworkers. o-r home bealth 
aides; and 

• 	 Support miCT?enterprise and self~employment efforts. 

Particination Rates. Each State wUJ be required to meet a participation standard for the WORK 
program. defined as the lower number of the foUawing such that: I) Eighty percent of those wbo 
reach the time limit and are in the WORK program are assigned to a WORK slot (or in another 
defined status): 2) The number of WORK assignments the State is required to create (based on the 
funding allocation) are filled by individuals assigned to the WORK progtam. 

Allocation of WORK Assignm!m~, If the number of people needing WORK positions exceeds the 
supply, persons new to the WORK program will be given priority, over persons who have previous'y 
held a WORK position, in the allocation of WORK. assignments. With respect to the remaining 
WORK partiCipants, States will be: permitted to allocate WORK assignments so as to maximize the 
chance of successful placements. 

Intedm Actiyities. States will have the option of requiring persons awaiting WORK assignments 
(e.g., those who have just concluded a WORK assignment) to participate in other WORK program 
activities, such as individual or group job search. ChUd care and other supportive services wiU be 
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provided ~ needed for participation in interim WORK program activities. Persons in the WORK 
program but not in a WORK assignment win be eligible for cash benefits in the interim. 

ReQ~ired Acceptance of Agy lob Offe,. Both lOBS and WORK program participants will be 
required to accept any offer of an unsubsidized job, provided the job meets certain health and safety 
standards and does oot result in a net foss of cash income. An individual wbo refuses such an offer 
will not be eligible for a WORK position, and the entire family will be ineligible for AFDC benefits 
for a period of six months. Such an individual will be eligible for services, such as job search 
assistance, during this period. States will also be able to remove individuals from the rolls for failing 
to make a good faith effort to find unsubsidized work where jobs are available to match their skills. 

Oversight. lltere win be a WORK advisory panel for each locality with union and private, not-fur­
profit (including community-based organizations) and public (including local government) sector 
representation to provide oversight and guidance to the WORK program. 

Leneth of ParticiPation in the WORK Program. Individuals will be limited to a maxiInurn stay of 12 
months in any single WORK assignment. after which they will be required to perform job search. 
States wilt he required to conduct a comprehensive assessment of any person who has completed two 
WORK assignments or who bas spent at least two years in the WORK program, Following the 
assessment. persons could be assigned to another WORK position, placed in pre-JOBS status~ referred 
back to the JOBS program. or, at State option, be removed from the rolls for refusing a job offer or 
failing to take appropriate steps (such as intensive job search) to find unsubsidized work: where jobs 
are available to match their skills. 

Retention. States will be required to maintain records on the performance of employers (public, 
private and not-for-profit) in retaining WORK program participants (after the subsidies end). 
Similarly, States will be mandated to monitor the effectiveness of placement firms in placing WORK 
participants in unsubsidired employment. 

N9ndjspla);mnent. The assignment of a participant to a subsidized job under the WORK program will 
not result in the displacement of or infringe upon the promotional opportunities of any currently 
employed worker. In addition, WORK participants could not be.placed in vacancies created by a 
layoff, strike or lockout 

SUlW9rtive Services_ States wm be required to guarantee child care, if needed, for any person in a 
WORK assignment. States will also be mandated to provide other worlc·related supportive services as 
needed for participation in the WORK program, 

Characteristics or the WORK Assignments 

~. Participants will typically be paid the minimum wage. Persons in WORK assignments who 
are performing work equivalent to that done by others working for the same employer will be 
similarly compensated. 

Hmu::i. Each WORK assignment will be for a minimum of 15 hours per week. and fur 00 more than 
35 hours per week. The number of hours for each position will be determined by the State. 

42 




" 

Treatment of Wages with Respect to Benefits and Taxes. Wages from WORK positions will be 
treated as earned income with respect to Federal and federaJ..state assistance programs other than 
AFDe. Participants in the WORK program and their families will be treated as AFDC recipients 
with respect to Medicaid eligibility. 
Persons in WORK assignments will be subject to FICA taxes but will not be subject to the provisions 
of any Federal or State unemp~oyment compensation law, Workers' Compensation coverage win be 
provided at levels consistent with the relevant State Workers' Compensation statute. 

Earnings from WORK positions'will not be treated as earned income for purposes of calculating the 
Earned Income Tax Credit (EITe). in order to encourage movement into jobs outside the WORK 
program. 

Earnines SUPI)lementatioD. A family with an adult in a WORK position, whose income, net of work 
expenses~ is less than tile AFDC benefit for a family of the same size (in which no one is working) 
will be eligible for supplemental cash benefits to make up the difference. In other words, an earnings 
suppJement wiU be provided such that a family with an individual who is working in either a WORK 
assignment or an unsubsidized private sector job, will never be worse off than a family of the same 
size on assistance in which no one is working. 

The work expense disregatd used for the purpose of calculating the earnings supplement will be $120 
per month (the standard AFDC work expense disregard), States which opt for more generous AFDC 
earnings disregard policies will be permitted but not required to apply these policies to WORK wages. 

Sanctions. Wages will be paid for hours. worked, and those who do not show up for work win not 
get paid. Failure to work the set number of hours for the position will result in a correspondlng 
reduction in wages. 

Individuals in the WORK program who without good cause voluntarily quit an unsubsidized job that 
meets the minimum work standard would lose eligibility for the WORK program for a period of 
months. 

Type of Work;, States wilt be encouraged to place a.~ many WORK participants as possible in 
subsidized private sector positions. Many of the WORK positiOns may also he in"the nol-for~profit 
sector. with, for example. VOluntary agencies, Head Start centers and other oommuoity-based 
organizations. 

Work Place Rules. Participants in the WORK program will enjoy the same working conditions and 
rights as comparable employees of the same employer. 
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IMPROVING GOVERNMENT ASSISTANCE 


The current welfare system is enormously complex. There are multiple programs with differing and 
often inconsistent rules. The complexity obscures the mission, frustrates people seekIng aid, confuses 
caseworkers, increases administrative costs, leads to program errors and inefficiencies. and abets the 
perception of widespread waste and abuse. 

SUMMARY OF PROPOSAL 

Cl....er Federal goals which allow greater State and local flexibility are critical. A central Federal 
role in information systems and interstate coordination will prevent waste, fraud and abuse and will 
aJso improve service delivery at State and Jocal Jevels. The proposal to reinvent government 
assistance contains three major components: 

CoordinatIon, Simplificntion and Improved Incentives in Income Support Programs 

• AHQW States to eliminate special requirements for twollarent families 

• Allow families to own a reliable automobile 

• Allow famines to accumulate savings 

• Other coordination and simplification proposals 

• Essential persons 

Accountability, Efficiency and Reducing Fraud 

• A nationwide public assistance clearinghouse 

• State tracking systems 

• Expansion of EBT systems 

A Perrornumce-Bnsed System 

• New performance measures and service delivery standards 

• Improved quality assurance system 

• Technical assistance 

, 
i,, 
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COORDINATION, SIMPLIFICATION AND IMPROVED INCENTIVES 

IN INCOME SUPPORT PROGRAMS 


Everyone from advocates to administrators is calling for Simplification of the welfare system, for 
good reason. The rationalization and simplification of income assistance programs can be achieved by 
making disparate Food Stamp and AFDC policy rules uniform or complementary for related policy 
provisions. Standardization among programs will enable caseworkers to spend less time on . 
determining eligibility for various programs and more time on developing and implementing strategies 
to move clients from welfare to work. 

Many have criticized the welfare system because it imposes a "marriage penalty" to recipients wbo 
choose to wed by potentially making the married-rouple family ineligible for assistance. Eliminating 
the current bias in the welfare system against two-parent families will encourage parents to remain 
together and prevent one parent from ~eaving the home in order that the other parent can receive 
welfare for the children. 

Restrictive asset rules often frustrate the efforts of recipients to save money and subsequently bamper 
their ability to attain self~sufficiency. Eronomic security is a vital step towards leaving welfare 
permanently. Changing the asset rules to allow recipients attain savings, owo a reliable ear. or even 
start a business is an important step in the right direction, 

Allow States to H1imimde Special Requirements (0... Tw<rsmrent Families 

AFDC eligibility for two~parent families is currently limited to those in wbich the principal wage 
earner is unemployed. and has worked six of the last 13 quarters, "Unemployed" is defined as 
working Jess than 100 bours in a month. This proposal will allow States, at their option, to eliminate 
any of the special eligibility requirements for tW01>arent families, including the 100 hour rule, the 30• 
day unemployment requirement, and the employment test. For States that elect to maintain a 100 
bour (or modified) rule, WORK program participation wiH not count toward the rule. In addition, 
this proposal removes the sunset provision that allows for the termination of the AFDC-UP program 
in 1998, and maI:.. it a permanent program. 

Allow Families to Own • Reliable Automobile 

Reliable transportation will be essential to aChieving self-sufficiency for many recipients in a time­
limited program - if we are expecting them to work, we should allow them to have a reliable car that 
will get them to work. A dependable vehicle is important to individuals in finding and keeping a job, 
particularly for those in areas without adequate public transportation. Both the AFDC and Food 
Stamp programs need a consistent resource potie)' that supports acquiring reliable vehicles. 

For AFDC. the permitted equity value for one car is set at $1,500 or a lower value set by the State. 
In the Food Stamp Program, a car valued at up to $4,500 fair market value is allowed, although a car 
of any value can be excluded in certain Bmited circumstances. In both programs the automobile 
limitations can be a substantial barrier to independence. Current AFDC policy would prevent total 
exelusion of most cars less than eight to ten years old. The Secretary of Health and Human Services 
wiH exetcise existing regulatory aulhority to increase the AFDC automobile limit to an equity value of 
$3,500, which is more compatible with the current Food Stamp fair market value limit. 
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Allow Families to Aecumulate Savings 

As part of the welfare reform effort, we wm explore a range of strategies, above and beyond 
education and job training, to help recipients achieve self~sufficiency. Such strategies could include 
empowering welfare recipients to start their own businesses and encouraging them to save their 
earnings to build for the future. Recipients will be permitted to accumulate savings in Individual 
Development Accounts (lDAs) up to $10,000 for specific purposes such as post-secondary education 
expenses, first-home purchases, or business capitalization. Subsidized IDAs, in which savings by 
recipients would be matched by Federal government dollars. will be established on a demonstration 
basis; unsubsidized IDAs will be permitted for individuals nationwide. Non~recurring lump sum 
income will not be counted as a resource with respect to continuing eligibility to receive benefits in 
either AFDC or Food Stamps if put into an IDA. 

Other Coordination and Simplification Proposals 

Additional changes will be made to the administrative and regulatory program structures of AFDC 
and food Stamps to simplify and coordinate rules to encourage work. famity formation, and asset 
accumulation, These include: 

Ontigpal Retrospective BUdgeting. The propOsal will conform AFDC to the Food Stamp Program's 
more flexible requirements for reporting and budgeting. Under Food Stamp Program rules, States are 
given the option to use prospective or retrospective budgeting with or without monthly reponing. 
This proposal will foster consisteney between the AFDC and Food Stamp programs and give States 
greater flexibility to administer their programs. 

Resources and assets. The policies proposed under this \Altegory generally conform the way in which 
assets and resources are treated for the purpose of determining eligibility for both AFDC and Food 
StampS for the purpose of encouraging work: and promoting self.-sufficiency, Currently. asset and 
resource rules are not consistent across programs, creating confusion and administrative complexity. 
In addition, the. very restrictive asset rules across Federal assistance programs are perceived as signifi­
cant barriers to families saving and investing in their futures, 

We propose to ·develop unjform resource exclusion policies in AFDC and Food Stamps. This 
proposal will increase the AFDC resource limit (currently $ltOOO) to $2~OOO (or $3,000 fur a 
household with a member age 60 or over) to conform to the Food Stamp resource limit We will 
generally cenfonn AFDC to Food Stamp policy regarding burial plots. funeral agreements, real 
property, cash surrender value of life ins.urance policies and transfer of resources. 

The administrative complexities that exist in applying resource requirements in the AFDe and Food 
Stamp programs will be greatly reduced under these proposed cbanges. Welfare administrators win 
be able to apply the same rules to the same resources for the same family. These conforming ebanges 
achieve simplification by streamlining the administrative processes in both programs. 
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The proposal also includes a self-empJoymentimicroootecprise demonstration program, This program 
will attempt to promote self-emp10yment among welfare recIpients by providing access to both 
microloan funds and to technical assistance in the areas of obtaining loans and starting businesses. 
The demonstration will explQre the extent to which se1f~emp(oyment can serve as a route to self¥ 
sufficiency for recipients of cash assistance by encouraging persons on assistance to start 
microenterprises (small busine..';ses). In addition, resources necessary for self-employment, including 
business loans. will be excluded from the general resource limits. 

Treatment of jntome. Federal AFDC law requires that all income received by an AFDC recipient or 
applicant be counted against the AFDC grant except income that is explicitly excluded by definition or 
deduction. A number of changes are proposed to bring greater conformity between the AFDC and 
Food Stamp programs, to streamline both programs and/or to reintroduce positive incentives for 
recipients to work. Severa] provisions will meet these objectives. 

This proposal will exclude non~recurring lump Sum payments from income for AFDC~ and disregard 
reimbursements and EITC as resources for both programs. Lump sum payments, such as EITe or 
reimbursements. will be disregarded as resources for one year from the date of receipt allowing 
families to conserve the payments to meet future living .expenses, In addition, we will disregard all 
education assistance and earnings of students up to age 19. exclude inconsequential income up to $30 
per individual per quarter, disregard JTPA stipends and allowances. disregard both earned and 
unearned in-kind income and count OJT and other earned income, Allowances. stipends and 
educational awards received by volunteers participating in a National Service Program will be 
disregarded for AFDC to conform to Food Stamp policy. 

Together these proposals will make the treatment of income simpler for both recipients and weJfare 
officials to understand. They will make work and education a more attractive. rational option for 
those who would continue to receive assistance and they wiJI improve the economic well-being of 
those who need to combjne work and welfare. 

Other CQofQn~, We propose conforming and streamlining AFDC and Food Stamp policies 
regarding underpayments and verifications. Underpayments will be restored to both current and 
former recipients for a period not to Cx.ceed 12 months.. While verlfication of information needed for 
eligibility and benefit determinations will continue to be critical to delivering assistance, States win be 
given flexibility to simplify verification systems. methods, and tirneframes for income, identity. alien 
status and Social Security Numbers. AFDC requirements concerning declaration of citizenship and 
alien status: will be amended to conform to Food Stamp policy. States will be permitted to implement 
Federal income tax intercept programs to collect outstanding AFDC overpayments, as currently 
available for Food Stamps. 

Iwitories. The territories operate AFDC, AABD, JOBS, thild care and Foster Care programs under 
the same eligibiHty and payment requirements as the States. However. funding for these programs is 
capped for the terrirodes, with the Federal government matching up to 15 percent of costs. Benefit 
payments above the cap are financed 100 percent by the territories. The caps are $82 million for 
Puerto Rico, $3.8 million for Guam. and $2.8 million for the Virgin Islands, Between 1979 and the 
present, the caps were increased once, by roughly 13 percent. The number of public assistance 
programs funded under the current caps. coupled with only one adjustment to these caps in tS years. 
bas seriously limited the territories' abilities to provide. let alone increase, benefits. Further, 
beginning October, 1994, Puerto Rico will be required to extend eligibility to two·parent families. 
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We. will increase the current caps by an additional 25 percent to create realistic funding levels for the 
territories that are reflective oftha current economy and caseload. We will also create a mechanism 
for indexing lhe caps to provide for occasional adjustments in funding levels in lieu of the current 
burdensome method of petitioning Congress for adjustments. Requirements to operate AFDC-UP 
programs in the territories will be eliminated. This proposal will continue to give territories the 
authority to operate public assistance programs and adequate means to do so. 

&s:entinl Persons 

Under current law, States are permitted, at their option, to include in the AFDC grant benefits for 
persons wbo are considered essential to the weU-being of an AFDC recipient in the family. 
Currently, 22 States have selected the option of including essential persons as part of the AFDC unit. 
Such individuals are not eligible for AFDC in their own right. but their needs are taken into acoount 
in determining the benefits payable to the AFDC family because of the benefits- or services they 
provide to the family. This proposal will limit the kinds of individuals that a State may identify as 
"essential" to eliminate the loopbole that allows States to bring relatives like adult siblings into the 
AFDC unit. We propose defining essential persons as only those who: 1) provide chHd care that 
allows the caretaker relative to pursue work and education. or 2) provide care for an incapacitated 
AFOC family member in the home. 

ACCOUNTABIUTY, EFFICIENCY AND REDUCING FRAUD 

ImprovemenfS in administration of welfare programs through the use of computerized Infonnadon 
systems began in the late 19705, but efforts have been sporadic, fragmented and have resulted in 
varying degrees of sophistication, often depending on available funding incentives. Many of these 
systems have serious limitations, including limited flexibility, lack of interactive access and limited 
ability to electronically excbange data. Multiple and uncoordinated programs and compJex regulations 
invite waste. fraudulent behavior and simple error. 

Computer and information teehnology solutions will support welfare reform by providing new 
automated screening and intake processes, cligibility decision~makjng tools, and benefit delivery 
techniques. Application of modern technologies such as expert systems, relational databases, voice 
recognition units and high performance computer networks win permit the development of an 
information infrastructure and system that is able to: eliminate the need for clients to access different 
entry pOints before receiving services, eliminate the need for agency workers (and clients) to 
encounter and understand a wide variety of complex rules and procedures. fully share computer data 
with programs within the State and among States, and provide the kind of case tracking and 
management that will be needed for a time-limited welfare system. 

We ate proposing to make use of new technology and automation to develop an information 
infrastructure wbich aiiows State-leve1 integration and interfacing of multiple systems (including 
AFDC. food .tamp', work programs, child care, chiid support enrorcement. and Olhers) and off.rs 
the chance to implement transitional programs which ensure quality service, fIScal accountability and 
program intl~grity. States wiU be able to use the location and receipt of AFDC and the names and 
Social Security Numbers of members of AFDC famHies: to detect and prevent fraud and abuse, Sucb 
information, either alone or by matching it with other data sources, will allow States to prevent. for 
example, clients from receiving benefits in multiple locations, from claiming non~xistent cbUdren~ 
and from claiming children by more than one family. 
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Partly as a result of increasing the detection of fraud and abuse and partly as a result of changing the 
culture of the welfare system, much fraud and abuse will be prevented or deterred before it occurs. 
For instance. people who currently have unreported jobs, but are fraudulently getting cash assistance. 
will be ·smokedo{)u[~ because the JOBS plus WORK requirements will prevent them from working at 
their unreported employment. In the face of increased likelihood of detection of fraud and abuse, 
others may decide not to rome onto the rolls at aU or, once on, to actively pursue self-sufficiency. 

Program integrity activitit.'$ will focus on ensuring overall payment accuracy, and detection and 
prevention of recipient. worker and vendor fraud. The new systems at the locaJ, State, and Federal 
levels will dramatically increase the ability to detect many kinds of fraud and abuse. To support the 
broader information needs, the new information infrastructure needs to include both a national data 
clearinghouse to coordinate data exchange, as well as enhanced State and tocal information 
processing. 

A nationwide public assislance dearlnghQuse will be created whicb will be a collection of abbreviated 
case and other data. The clearinghouse win maintain at least the following data registries: the 
National New Hire Registry of employment data including new hires; the National Locate Registry 
that subsumes the current Federal Parent Locator SetVice; the National Chiid Support Registry of data 
Oil IlOncustodial parents who have support orders; and the Nationru Transitional Assistance Registry to 
assist in operating a national time--limited assistance"clock" by tracking people whenever and 
wherever they use welfare, Such a system is essential for keeping the clock in a time-limited welfare 
system. Persons will not be able to escape their responsibilities by moving or by trying to collect 
benefits in two jurisdictions simultaneously, 

State tracking systems. which follow peopJe in the JOBS and WORK programs. These systems wiJI 
ensure that people are getting access to what they deserve and that they are being held accountable if 
they are failing to meet their obligations, Each State wUl be expected to develop a tracking system 
which indicates whether people are receiving and panicipatmg in the training and placement services 
they are expected to. 

In sum, the new welfare system, on the one hand, will provide government agencies enhanced tools to 
detect fraud and abuse and~ on the other, will prevent and deter clients from engaging in such 
activities or will encourage clients to participate morc actively in their own self-improvement. 

Expansion of EBT systems. As part of the National Performance Review, Vice President AI Gore 
charged a Fooer-.u Task Force representing the Departments of Health and Human Services, 
Agriculture. Education, Treasury. the Office of Personnel Management, and the Office of 
Management and Budget to develop a strategic plan for a nationwide system to deliver government 
benefits, including welfare assistance. electronically. In its recent report, the Task Force sets forth a 
vision for implementation of a uniform. integrated national system for Electronic Benefits: Transfer 
(EBT) by 1999, 

This system will replace roday's multiple paper systems and provide better service to unbanked 
benefit recipients at a lower cost to the taxpayer, Under EBT. recipients will receive a single EST 
card which they could use at ATM or point...:>fooSale (POS) machines in stores. and other locations. to 
electronically access one or many types of benefits, from welfare to Sociai Security. The card belps 
to eliminate the Stigma associated with cashing a welfare check or using food stamps at a grocery 
store. and restores the dignity and controt associated with work and independence. EBT also 
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eliminates much of the high risk of theft as..wciated with getting a benefit check in the mail and with 
cashing it for its full value. Recipients can access their benefits at their convenience (compatible with 
their work or training schedule), and without incurring check cashing fees, And, since using an EBT 
card is like using a bank card, recipients will be better prepared w participate in the economic 
mainstream of the community as they begin to work. 

An EBT system has strong (ong~term potential for better coordination of federal benefit programs. 

At least: 12 Federal and State assistance programs could use EBT to replace their paper benefit 

delivery methods. Once the full range of programs is included, a nationwide EBT system could 

deliver at least $) 11 billion in benefit'" annually, with annual Federal savings in the range of $195 

miJlion. 


A PERFORMANCE-BASED SYSTEM 

One Objective of welfare reform is to transform the culture of the welfare system - from an 
institutional system whose primary mission is to ensure that poor children have a minimal 1evel of 
economic resources. to a system that focuses equal attention on the task of integrating their adult 
caretakers into the economic mainstream of society. We envision an outcome-based performance 
measurement system that consists of a limited set of broad measures and focuses State efforts on the 
goals of the transitional support system - helping recipients become self-sufficient, reducing 
dependency and moving recipients into work:. The Secretary of Health and Human Services will 
develop a system of performance standards which measures States' success in moving clients toward 
self-sufficiency and reducing their tenure on welfare. The system win be developed and implemented 
over tlme~ interested parties will be included in the process for determining outcome-based 
performance measures and standards. 

Until a system incorporating outcome-based standards can be put into place. State performance wiJI be 
mea.o,;ured against service delivery standards. These standards will be used to monitor program 
implementation and operations. provide incentives for timely implementation. and ensure that Stites 
are providing services needed to convert welfare into a transitional support system. The new service 
delivery measures for JOBS are designed to see that a substantial portion of such cases are being: 
served on an ongoing basis. As soon as WORK program requirements begin to take effect. States 
also wUl be subject to performance standards under the WORK program to ensure that recipients are 
provided with jobs when they reach the time limit. Until autOmated systems are operational and 
reliable, State performance vis"5~vis these service delivery measures wlH be based on information 
gathered through a modified Quality Control system, 

New Performan(C Measures and Service Delivery Standards 

Consistent with the theme of "reinventing government. ~ State performance in accomplishing the goals 
of this reform initiative wiH ultimately be judged on the basis of outcomes rather than inputs or effort 
- by the results they achieve rather than the way they achieve those results. An outcome-based 
performance standards system will keep the focus of welfare reform on the goals of moving recipients 
toward self-sufficiency and independence whHe ensuring the o'lerall well·being of children and their 
families. 
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In order to change the focus of the welfare system, the outcome-based performance standards system 
will measure the extent to which the program helps. participants improve their self--sufficieney. their 
independence from welfare. their labor market participation, and the ecooomic well-being of families 
with children. Recognizing the complexity of this task, this proposal adopts a prudent strategy that 
moves forceful1y, yet with reasonable caution, in the direction of developing an outcome-based 
pedormance system. Perfonnance mea.~ures wilt be developed first, and then standards of 
performance with respect to those measures will be set, Relevant parties will be consulted during this 
process to ensure that consideration is given to important measurement issues such as what would be 
an appropriate set of measures. what k.ind of realistic standards should set with respect to those 
measures, and what the consequences should be for failing to meet established standards. 

For the purposes of accountability and oompliance, service delivery measures will be implemented 
first to ensure that weJfare systems are operating the program for the phased-in mandatory population 
as intended. The new performance system wiJI provide rewards and penalties for State performance 
through adjustments to the State's claims fur Federal matching funds on AFDC payments and bonus 
payments to States. The measures are designed to provide positive and negative incentives to States 
to serve recipients under the new transitional system and to monitor program operations, States will 
be subject to service delivery standards and financial incentives in the following areas: the cap in pre­
JOBS assigrunents, a monthly participation rate in lOBS. the cap on JOBS extensions, State accuracy 
in keeping the two-year clock:; and a participation rate in WORK. 

As part of the effort to refocus the welfare system. the Quality Control (QC) system will be revised to 
include outcome and service delivery standards in addition to ensuring that inoome support if provided 
competently, The ~lsting QC system focuses on how well the welfare system's income support 
function is performed to the exclusion of other system goals. This emphasis shapes the atmosphere 
and feel (the ·culture") within welfare agencies. how persoMel are selected and trained. how 
administrative processes are organized t and how organizational rewards ate allocated. Moving to the 
new system envisioned by this proposaJ will present implementation and operational challenges that 
make the current system of judging performance inadequate. 

The new, broader. QC system will give equal priority to payment accuracy and the other designated 
performance standards. and will include improving the accuracy of benefit and wage payments in the 
APDC and WORK programs, assessing Ute quality and accuracy of State-reported JOBSIWORK data, 
and measurlng the extent to which performance standards are met. 

Techniatl Assistance 

Welfare reform seeks nothing less than a change in the culture of the welfare system. This 
necessitates making major changes in a system that has primarily been·issuing checks for the past two 
decades. Now we will be expecting States to cbange individual behavior and their own institutions 
them.-;e1ves so that welfare recipients will be moved into mainstream society, This will not be done 
easily. We envision a major role for evaluation, technical assistance and information sharing. 
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Initially. Statc!S will require considerable assistance as they design and implement the changes required 
under this proposal. Then, as one State or locality finds strategies that work:, those lessons ought to 
be widely shared with others. One of the elements critical to this reform effort has been the lessons 
learned from the careful evaluations done of earlier programs. Those lessons and the feedback 
secured during the implementation of these reforms will be used in a formative sense and will guide 
continuing innovation into the future. We will reserve two percent of the tota] annual capped 
entitlement funding for the Secretary of Health and Human Services to be spent on JOBS, WORK and 
child care for research, demonstrations, evaluation and technical assistance. In addition, the level of 
Federal technical assistance provided to State child support agencies will be expanded to prevent 
deficiencies before they occur. 
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[DETAILED YEAR-BY-YEAR COST TABLE wml TEXT TO BE ADDED HERE) 
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FINANCING 


The financing for welfare reform comes from three areas: (I) reductions in entitlement programs; (2) 
extensions of various savings provisions set to expire in the future; and (3) better enforcement of 
revenuewraising measures, Total estimated savings for aU propos.aJs are roughly $9.3 biHion over five 
years. 

Enli!lement Reforms 

Cap the EmerUnc.y Assistance Fromm, The little known AFDC-Emergency Assistance (EA) 
Program is an uncapped entitlement program which has skyrocketed in recent years, In "fiscal year 
1990, expenditures totalled $189 minion; in fiscal year 1995, it is estimated that expenditures wiU be 
$644 million and by fiscal year 1999 almost $1 billion. While the in••nt of the EA program is to 
meet shorHerm emergency needs and help keep people off welfare, States currently have wide 
latitude to determine the scope of their EA programs, Recently. States have realized that the 
definition of the program is so broad that it can fund almost any critical services to low-income 
persons. States have rapidly begun sbifting costs from programs which the States fund primarily on 
their own such as foster care. family preservation. and homeless services into the matched EA 
program. States appear to be funding services that address long-term problems as well as true 
emergency i.~ues. 

We propose to modify the current Emergency Assistance program by establishing a Federatcap for 
each State's EA expenditures. The basic allocation formula balances the need to protect States that 
have been spending heavily on EA in and before 1994 with the potential claims of States which have 
not yet begun claiming for services under EA. 

The basic allocation formula is a combination of two components: 

(1) Allochlion among States proportional to their requested expenditures in 1994; and 

(2) Al1ocation among States proportional to their total AFDC spending in the previous year. 

There will be ten-year transition period, and the weighting of the components win shift over time, 
with increasingly more weight being given to the second component. Beginning in 1995, the 
weighting will be 90 percent by component 1 and 10 percent by component 2. The weighting will be 
altered gradually each year such that by 2004, the weighting will be lOO percent by component 2. 

The allocation formula established a holdRharmless level at actual 1991 le-vels, Choosing 199 J 
prevents gaming, since the window in which 1991 claims can be submitted is closed. 

The Pederal match wilt oontinue at SO percent up to the cap, Under the new capped program, States 
will also be given the fle~ibiHty to determine their own definition of emergency services. This will 
give the States flexibility to address various special emergency problems, This proposal raise..", $1.60 
billion over five years. 

Tighten Sponsorship and Eligibility Rules for Non:Citizens. In recent years, the number of non~ 
citizens lawfully residing in the U.S. who collect 55l has risen dramatically. The chart below shows 
that immigrants rose from 5 percent of the SS} aged caseload in 1932 to over 25 percent of the 
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caseload in 1992. Since 1982, applications for 551 from immigrants ha..'e tripled. while immigration 
rose by only about SO percent over the period. 

Most of the legal permanent resident applicants enter the country sponsored by their relatives, Until 
this year, current lllw required that for 3 years, a portion of the spom;or's income in excess of 110 
percent of poverty be "deemed" as available to help support the legal permanent resident (LPR) 
immigrant should they need public assistance, Currently, about one-third of the LPR immigrants on 
SS[ subject to the deeming rules apply in their 4th year of residency. Last fall, to pay for extended 
unemployment benefits, Congress extended the time of deeming under S51 from 3 years to 5 years 
until 1996 when it reverts to 3 years again. 

The Administration proposal related to noo.-cilizens contains two parts-extending the deeming period 
for sponsor income and coordinating eligibiHty criteria under four Federal assistance prograf!1S' 

Deeming. Our proposal makes permanent the five-year sponsoNo-aHen deeming under the SSI 
program and extends from three years to five years sponsor-to~alien deeming under the AFDC and 
Food Stamp programs. For the period beginning with six years after being lawfully admitted for 
permanent residence in the U.S. and until a sponsored immigrant attains citizenship status, no 
sponsored immigrant shall be eligible fur benefits under the AFDC. SS!, and Food Stamp programs. 
unless the annual income of the immigrant's sponsor is below U.S. median income. In other words. 
beyond the five years, an LPR immIgrant will be ineligible for welfare if his or her sponsor's income 
is in the top half of the income distribution. Once immigrants with relatively wealthy sponsors attain 
citizenship} they will be potentially eligible for benefits. Any immigrant whose sponsor is receiving 
SS! or AFDC benefits would be exempt from SponsoNo·alien deeming under SS!. APDC and food 
stamps, INS proposals to speed and simpHfy the citizenship process will help improve the current 
naturalization system. The proposal affects applications after the date of enactment (i.e., it would 
grandfather current recipients as long as they remained continuously eligible fur benefits). This part 
of the proposal saves $3.06 billion over 5 years. 

The proposal sets consistent deeming rules for LPR immigrants across three Federal programs (SSI, 
AFDC, and Food Stamps). Extended deeming is based on longstanding immigration policy that LPR 
immigrants should not beoome public charges. Sponsored LPR immigrants most often apply for SSI 
benefits on the basis of being aged, and are different from mOst citizens in,that the latter typically 
spent their life working and paying taxes in the U,S. At the same time, this proposal ensures that 
truly needy sponsored immigrants.will'not be denied welfare benefits if (hey can establish that their 
sponsors are no longer able to support them. if their sponsors die, or if the immigrant becomes blind 
or disabJed after entry into the U,S. The policy would not affect refugees or asylees. 

Eligibility criJeria. The second element of this proposal establishes similar eligibility criteria under 
four Federal programs (55l. AFDC, Medicaid. and Food Stamps) for all categories of immigrants 
who are !lQ1 legal pennanent residents. This element establishes in statute a consistent definition of 
which non-LPR immigrants are eJigible fur welfare benefits. Currently, due to different eligibility 
criteria in statute. and litigation over how to interpret Statutory language, the four Federal programs 
do not cover the same categories of non·LPR immigrants. The Food Stamp program has the most 
restrictive definition of which categories of non-LPR immigrants are eligible for benefits (i.e .• the 
eligibility criteria encompass: a fewer number of iNS statuses). SSI and Medicaid have Ule most 
expansive definition of which categories of non-LPR immigrants are eligible for benefits. and Ule 
AFDC program falls between these extremes. 
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This proposlLl creates eligibility criteria in the SSI, Medicaid, and AFDe programs that ate similar to 
the criteria that currently exists in the Food Stamp program. The new list of INS statuses required 
for potential eligibility to the SSI, Medicaid, and AFDC programs is also virtually identical to those 
Hsted in the Health Security Act providing eligibility for the Health Security Card. Like the extended 
deeming provisions, this part of the proposal affects applications after date of enactment (i.e., it 
would grandfather current recipients as long as they remained continuously eligible for benefits). 
This part of the propOsal saves $890 million over 5 yeats. 

Time Limit SSt Benefits for Drug and AlC2bol Addicted Re;:inients. 
Current law requires that aU SSI disabiHty recipients for whom substance abuse is material to the 
finding of disability must be in available treatment and must have their payments made through a 
representative payee (a third party who receives and manages the funds). Payments to these,581 drug 
addict and alcoholic (DA&A) beneficiaries are suspended if the individual fails to participate in 
appropriate alcohol or drug treatment, if such treatment is available. No simUar requirements are 
made of Title II disability beneficiaries who receive benefits on the basis of addictions. The 
representative payee and treatment requirements have been part of the SSI program since its inception 
over 20 years ago, However, the provisions have not been implemented effectively, 

Under the proposal, strengthened sanctions and new lime limits will be applied to benefits paid to 
individuals receiving Supplemental Security Jncome (SSI) and Social Socurity Disability Insurance 
(SSDJ) benefits wbo have substance abuse problems that are material to their disability finding. 
These requirements wiJl be applied to new Title II beneficiaries and to current and future S5I 
beneficiaries who are classified as DA&.As. 

The Congress is reaching decisions on these proposals currently in conference on H.R, 4271, a bm 
which the Administration supports, We anticipate savings of$6OQ million over five years. 

lnoome Tr$t Mea] Reimbursements to Family Day Care Homes. The Child Care Food Program 
provides food subsidies for children in two types of settings: child care centers and family day care 
homes. They are administered quite differently, The subsidies in centers are well targeted because 
they are meartS4ested; USDA believes that over 90 percent of Federal dollars support meals served to 
low~jnoome (below 185 percent of poverty) children. The family day care part of the program is not 
well targeted because it has no means test (due to the tack: of administrative ability of the providers). 
A USDA--eommissioned study estimates that 71 perrent of Federal dollars support meals for children 
above 185 percent of the poverty line. While the child care center funding Jevels have been growing 
at 3 modest rate. the family day care funding levels are growing rapidly-16.5 percent between 1991 
alld 1992. 

The following approach better targets the family day care funding to low~income children and creates 
minimal adrninistrative requirements for providers. 

• 	 Family day care homes located in low~income areas (e.g., census tracts where half of the children 
are below 185 percent of the pQVerty line) W<Juld receive $.84 and $1.67 in breakfast and lunch 
reimbursements. respectively. during school year 1995. This is roughly equivalent t-o the ~free 
meal~ rate paid on behalf of Jow~income children in day care centers, whose families have incomes 
under 130 percent ofpovelty. 
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• 	 AU other homes would have a choice. They could elect not to use a means-test~ if they elect this 
option, they would receive reimbursements at the reduced levels of$.S4 and $1.27. respectively. 
Alternatively, a family day care home could administer a simplified, two~part means~test Meals 
served to children helow 185 percent of the poverty line would be reimbursed at the "free meal" 
rate. MeaJs served to children above 185 percent of the poverty line would be reimbursed at the 
reduced-price rate. 

• 	 Intermediaries that serve family day care homes in low-income areas would be reimbursed an extra 
$10 per month for ongoing administrative costs, and a $5 million set~aside would help such day 
care homes to become licensed (or registered). 

This provision yields savings of $520 million Over five years. 

Extend Expiring Provisions 

Hold Constant the Portioo of food Stamn Ovemaymeot Recoveries that States May, Retain. States are 
permitted to keep some portion of the tOO-percent Federai rood Stamp recoveries as an incentive 
payment for pursuing fraud cases. This proposal would extend the 1990 Farm Bin provision which 
reduced the percentage of recovered Food Stamp overissuances rminable by State agencies for fiscal 
years 1991~9S. Under this. provision, which would be extended to fiSC31 years 1996-2004, States 
cou'd retain 2S percent of recoveries from fr'audlintentional program violations (previously 50 
percent) and 10 percent of other recoveries (previously 25 percent). This proposal raises $50 minion 
over five years. 

Extend Fees for Passenger Processing and Other Custom Services, A flat-rate merchandise 
processing fee (MPF) is charged by U.S. customs for processing of commercial and non-commercial 
merchandise that enters or leaves U.S. warehouses, The fee. adopted by OBRA 1986. generally is 
set at 0.19 percen't of the value of the good. Other variable customs fees are charged for: passenger 
processing; commercial truck arrivals; railroad car arrivals; private vessel or private aircraft entries; 
dutiable mail ; broker permits; and bargelbulk carriers. NAFTA extended the MPF and other fees 
through September, 2003. The proposaJ extends the fees charged permanently. 

Extend Railroad Safety User Fees. Railroad safety inspection fees were enacted in the Omnibus 
Budget Reconciliation Act of 1990 to pay for the costs of the Federal rail safety ins,pection program, 
The railroads are assc..o;;sed fees according to a formula based on three criteria: road miles, as a 
measure of system size; train miles as a measure of volume; and employee hours as a measure of 
employee activity. The formula is applied across the board to all railroads to cover the full costs of 
the Federal railroad safety inspection program. The fees are set to expire in 1996: The 1995 
President's Budget propos«! to extend the fees through 1999 and expand them, effective in 1995, to 
cover other railroad safety costs. The proposal extends the fees permanent1y. This proposal raises 
$160 million over five Years, 

Extend Coroorate EnvironmemaJ Income <Sunerfund) Tax. An environmental tax based on corporate 
alternative minimum taxable income (0.12 pereent) was first enacted in 1986 and is set to expire at 
the end of 1995. This tax will be extended. The outlays from Superfund are already accounted for 
under the discretionary caps and are in no way affected by the extension of this tax. Extending this 
tax ensures that funding for environmental clean-up is not shifted to the general fund. This. proposal 
would raise $1.6 billion over five years. 
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Tax Compliance Measures 

Deny EITC to Non-Resident Aliens. Under current law. non-resident aliens may receive the Earned 
Income Tax Credit (EITe). Because non-resident taxpayers are not required to report their 
worldwide income, it is currently impossible for the IRS to determine whether ineligible individuals 
(such as high-income nonresident aliens) are claiming the BITe. The proposal will deny the EITe to 
non-resident aliens completely. We estimate that about 50,000 taxpayers will be affected, mainly 
visiting foreign students and professors. The proposaJ raises $130 million over five years. 

Require Income Reporting for EITe Purnoses for Department of Defense (DoD) Personnel. Under 
current law, families living overseas are ineligibleJor the EITe. The first part of this proposal would 
extend the EITe to active military families living overseas. To pay for this proposal, and to raise net 
revenues, the 000 would be required to report the nontaxable earned income paid to military 
personnel (both overseas and States-side) on Form W-2. Such nontaxable earned income includes 
basic allowances for subsistence and quarters. Because current law provides that in determining 
earned income for EITC purposes such nontaxable earned income must be taken into account, the 
additional information reporting would enhance compliance with the EITC rules. This proposal is 
supported by 000. The combination of these two proposals raises $160 million over five years. 
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TABLE 6 


[DETAILED YEAR-BY-YEAR FINANCING TABLE TO BE ADDED UERE] 
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CONCLUSION 


If welfare reform is to truly succeed. it must 3«.()mpHsh multiple and varied objectives, The current 
welfare initiative will focus on work. responsibility. family and opportunity, all important principles 
which are difficult to quantify. However. we are confident that enactment of the Administration 
welfare reform proposal will result in positive and tangible impacts. By sending a strong signal that 
young people should delay childbearing until they are prepared to accept the ensuing responsibiljties, 
we wiU reduce teen pregnancies and the number of children born out of wedlock. By streamlining 
the paternity establishment process~ _ more children will have the benefit of knowing who their 
father is. By significanUy strengthening our child support enforcement system and by providing 
incentives and opportunities for noncustodial parents. we will dramatically increase the amount of 
support paid~~by $_ billion--to children in this country. By expanding chUd care provided to 
working families. by allOWing States to disregard additional earnings and child support and by making 
the BITe available on a regular basis, we will make work a rational and desirable choice for welfare 
recipients and those at-risk of going on welfare, By expanding the JOBS program and imposing time 
limits and work: requirements. we will engender the values of work: and responsibility among those 
who need pubHc assistance. This will increase the number of custodial parents who enter the labor 
force and increase earnings for their families. And finally. by streamHning and simplifying 
government assistance programs, we will eliminate outdated and inefficient bureaucratic rules within 
the current system and improve incentives for recipients and welfare officials alike. 

In summary. this proposal does "end welfare as we know it" by dramatically .changing the values> 
expectations and incentives within OUt current welfare system. Ultimately.·this plan is about 
improving the Jives of children and families by encouraging the values of work, responsibility, family 
and opportunity. Through the provisions described ahove. and particularly through increased earnings 
from work and increased child support payments, the well-being of children in this country will be 
significantly improved. 
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