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FROM: Melissa Skolfiel

I've attached several sets of talking polinte for your review and
approval, some of which you've seen in earlier drafts. This first
batch includes talking points on the overall plan; Charles Murray;
the Republican bills; state issuves; walvers; sanctions; teen
pregnancy; child support enforcement and license suspension; the
effect of health reform; the Family Support Act; and minor mothers.

If possible, I would like to have your comments on the first
four teopics by the end of the day, since Intergovernmental Affairs
neads them for a meeting tomorrew. IZ would also be helpful if I
could get vyour approval on the rest of this sget by Friday
aftexrnoon, so I can make any changes and circulate them again for
final clearance hefore next Wednesday's meeting.

Your gditsecan be faxed to 690-5673, or fsel free to call ne
at 640-6853. Fisahcff, who's been working with me and with
ASPE on these, oan be reached on 650-6221. Thanks.

510-’1047
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Welfare Reform Working Group

Tatking Points: REPUBLICAN PLANS

May 3, 18964

"There are ail kinds of nroposals out there, ! know that the Republican weifare
reform proposal has a ot of things in it that 1 ike. But 1 think it"s way too hard on
financing things through savings from immigrants. | think it goes too far there.”
Prasident Clinton, press conference 3/24/94

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

The Republican lagisiation is proof that the consensus on the nead for reform
reaches across party fines. Everyone—Democrats and Republicans, administrators
and recipients--agree that we must reform the welfare system, It doesn’t work,
and it deesn’t reflect the important American values of work and responsibility,

The Republican legislation includes many slements of the plan that Prasident
Clinton has atready outlined, Both emphasize the values of work, family,
opportunity, and respensibility. Both make public assistance a transitional benefit
leading to mandatary work; emphasize parenial responsibility and delaying sexual
activity; and provide funding for education, training, child care, and iob creation,
And hoth recognize that we must spend money 10 move young mothers toward
self-sufficienoy.

However, our pian places a greater emphasis on making work pay. We recagnize
that 70% of weifare recipients already leave the rolls within two years and just
naed help keeping that first job. Republican legisiation in the House of
Representatives caps the Earned income Tax Credit, a powerful work incentivs
with bipartisan support. That's exactly the wrong spproach.

" in addition, the Rspublican plan’s financing unfairly penalizes vuinerable groups and
the states. The Senate bill, for example, makes sweaping cuts in benefits for lagat
immigrants. The House bill reduces food stamps, WIC, and other nutrition
programs serving children and the slderly. Such cuts in cost-effective programs
might actually increase long-term coste--and would inevitably add to siate finangial
hurdens.

While the mainstream Republican lsgisiation overlaps significantly with our
proposal, we reject the more punitive reforms developed by Charles Murray and
William Benneit, By completely eliminaling benefils for teenage mothers, their plan
would “write off” an entirs generation instead of building job skills and seii-
sufficisncy., We balieve the Administration’s approach is a batter way to reward
work and responsibility.
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Welifare Reform Working Group
Talking Points: RESPONSE TO CHARLES MURRAY
May 3, 1894

“He did the country a great service. | mean, he and | have often disagreed, but
thirk his analysis is essentially right. Now, whether his prescription is right, !
quastion. ..l once polied 100 children in an alternative schoof in Atlanta--many of
whom had had babies out of wedlock--and | said, ‘i we didn’t give any AFDC to
people after they had thetr first child, how many of you think it would reduce the
number of out-of-wediock births?’ Cver 8O percent of the kids raised their hands.
There's no question that that would work. But the question is...Is it morally right?
... There i no question that. . if we reduced Aid to Families with Dependent
Children, it would be sorme incentive for people not to have dependent children out
of wedlock...[Qince a really poor woman has a child out of wedlock, 1t almost
locks her and that child into the cycle of poverty which then sping out of contro!
furthar.”
Prasident Clinton, NBC News interview 12/3/83

Teen pragnancy, illegitimacy, and single-parent families are important problems
which must be addressed. We agres that viclence, crime, drug use, povsrty, and
homelessness are all connected 10 the increasing number of brrths 1o young unwed
mothers.

However, holding teenage parents responsible for support of their childran makes
more sense than simply cutting off benefits. Our approach would condition
teenage mothers’ AFDC benefits on staying in school, living at home with their
parents or a responsibie adult, identifying their child’s father, participating in job
training, and attending parenting classes. Thus combination of "carrots angd sticks”
is only pogsible if you continue benafits for singls mothers who take steps toward
seif-sufficiency--and reduce banefits for those who don’t.

Simply cutting off support (o teenagers and their young children is irresponsible,
dangerous, and potentially counterproductive. In a recent poll, an overwheiming
70 percent of Americans reiected this approach.’ While Murray says his approach
will not harm children, the ruth is that millions of young mothers and children
would no longer have a safety net of any sort. This untrisd approach would almost
certainly increase crime and homelessness. The President’s strategy of time-imited
benefits and supportive services would, like Mu:fay s, end welfare as @ way of life-
~but would preserve it as a "second chance.”

It's 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 ists

b Tunes poll of 1,882 adylts in April 1984, The margin was +/+ 3%, Asked i they wouid
suppart “no benefita" for women with ghildren born out of wediock, 70% said no and 28% said ves.
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tagnage fathers off the hook. Trus welfare reform demands that both parents take
responsibility for their chiidren, and we believe no plan will sucoeed without &
commitment 10 paternity establishment and tougher child support anforcement,?
Our proposal requires mothers 1o provide paternity and iocating information before
receiving benefits, We will also develop hospital-based programs to determineg
paternity for all babies, since studies have shown such proactive efforts 10 be most
succassiul.

Conditional AFDC henefits work, A rigorous evaluation of one such program in
ineis and New Jarsey found that tesnage mothers who received conditional
banefits, along with case management and support services, achieved significantly
higher rates of schoo!l atisndance and smployment, The 3,000 participants who
faced a $160 reduction in their monthly AFDC grants had success rates nearly 20
percent higher than young moibers who did not face sanctions or receive services.
Shmpiy "writing off” an entire generation of young peeple would do nothing to build
job skills and turn dependence into indepandence.

>t am letting unmarried fsthers off the hook,. Given that a worman chooses 10 cngage in sex
knowing that the man ig not waearing a condom, what {5 the responsibility of a male for the fact that
a child is ¢onceived and carried to term in an age when contraceptives and abortion are fresly
avaiisble?, . As far as | can tell, he has approximately the samg casusl responsibiiity as a slice of
chooolate cake has in determining whether 8 woman gains weaight.” Charles Murray, The Sunday Times
11414/83
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Welfare Reform Working Group
Talking Points: OVERALL PLAN
May 4, 1994

"1t's time 1o honor and reward peaple who work hard and play by the rudes. That
means ending welfare as we know it--not by punishing the poor or preaching to
them, but iy smpowering Americans 10 take care of their children and improve
thair lives. No ong who works fuli-timme and has ahildren at home should be poor
anymore. No ong who can work should be able 10 stay on welfare forever, We

can provide opportunity, demand responsibility, and end welfare as we know it.”
President Clinton, Putting People First, p. 164, X

Walfare reform is based on two simple principlss: work and responsibility.
Unfortunately, the current welfare system undermines these values by making
walfare more attractive than work, and allowing parents to avoid responsibility for
supporting their children. Thes President’s plan wouid restore the basic valuss of
wark and responsibility, provide cpportunity, and promote the family.

Under the Prasident’s plan, welfare will be about a paycheck, not a walfare check.
To reinforce and ceward work, our approach is based on a simple compact.
Support, job training, and child care will be provided to help people move from
dspendence to independence, But @ wo years, anyone who can work, must
work--in the private sector if pessibie, in a public service job if necessary,

Retorm will make welfare a transitional system leading to work: a second chance,
riot o way of lifa. From the very first day, the new system will focus on making
young mothers self-sufficient. With child care and job search assistance, many
people will move into the workforce weil beforg the two-year time limit. And from
the very first day, teenage mathers will be reguired to §j ith their parents, stay
in school, and attend job {raining or parenting classes? A small miifarity-of.young
mathers With special need§ may Teguire eXIFa 1iMe to become job-ready, but
Sveryone will be-moving-toward-work..—""7," ¢

Qur approach also correctly focuses on young parents--those who have the most to
gain and the most at risk, By initiail sing our resources on mothers under age
25, we will send a strong signal to Qeenagery that welfare as we know it has
endad. They must get the message thatl staving in school, postponing pregnancy,
preparing to work, and supporting their children are the right things to do. As
welfare raform 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.

v
To support work and responsibility, work must pay. Already, 70 percent of weifare
recipients leave the welfare roils within two years--but most will eventually return.

That's why we must use the Earned Incorne Tax Credit, gquaranteed health care at
work, and ¢hild care to make any job mare attractive than welfare. The EITC alone

i
1
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will effectively make a minimum wage job pay $6.00 an hour, helping 1o lift
millions of people whe work out of poverty,

To reinforce personal responsibility, the plan will take new steps o require full
paymaent of child support. It sels up a new system of paternity estabilishment to
snforce the responsibility of both parents from the moment the chiid is born, |t
inveives the IRS in tracking detinquent parents from the moment they start a naw
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 responsibiiities by
crossing state lines.

Responsibifity and accountability must aisc extenid to the welfare office itzelf,
Unfortunately, the current system focuses (oo often on simply sending out welfare
checks. We must change the welfare office to a place that is fundamentally about
maving people into the workforce. To do that, we must reward perfmmam:e ROt
pnrocess, and changs the culture of the waelfare office.

Qur approach builds on the successful philosophy of the Family Support Act,’
championaed by then governor {linton in 1988, More federal funding will help
states provide increased job opportunities and basic skills treining to mothers over
age 25, even before the plan is fully phased in.
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Welfare Reform Working Group
Tatking Points: STATE ISSUES: F%ﬁANCi?ﬁG FLEXIBILITY, AND WAIVERS
May 3, 1284

"{ do beliave the states are the laboratories of democracy. | do belisve that where
people are charged with solving the real probiems of real people, reality intrudes,
and poflitics often is more likely 10 give way 1o making progress...[The Family
Support Act] was never fully implemented because [states] had to spend all {their]
money on mandatory...medical costs and building prison cells. .. So we need 10
begin thers "

President Clinton, remarks to the National Governors” Association 2/1/94

"We gave the statgs more power to innovate because we know that a lot of great
ideas come from outside Washington and many states are alrgady using 12
President Clinton, State of the Union address 1/25/94

President Clinton’s weltare reform plan will support states while increasing \
flexibility. President Ciinton recognizes that some welfare problems require federal
aid in the form af technical assistance, simplified regufations, or greater federal
funding, But other problems are tied to specific sacial and economic issues and
demand loca! flexikility.

Already, the Clinton administration has racognized the value ot state ¢fforts, Since
January 1993, HHS has granted demonstration waivers to 14 states. Staies are
alrgady experimenting with time-iimited aid programs followed by work, assistance
for two-parent fardlies, and special reguirements tor tegnage mothers. Cur welfare
reform program will build on the knowledge and experience gained zbmugﬁ these
state initistives.

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

States will share in the benefits of welfare reform. Since AFDC is a joint federal-
state program, states will benefit from welfare reform’s emphasis on ¢child support
enforcement and moving recipients into the work force.

The WORK program continues tha flexibility of the existing JOBS program. States
musgt provide work opportunities for those unable 1o find unsubsidized privale
sector jobs after two years, but states and loca! communilies can izsitor these
WORK programs to iocal needs and circumstances. Local governments will be able
to subsidize private sector emplovers, croate public sector work siots, or enter wito
creative agreements with businesses or non-profit agencies.
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The Administration’s plan recagnizes that states will need adequate time to move
10 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 Rapublican bill provides no
additional federal matching dalars for work and training programs, child care, or
other services, Our phase-in strategy lets siates start with a manageable caseload,
and go farther with federal help if they wigh to.

The Clintoa plan may provide state options to:

* Extend assistance to poor two-parent families;
» Use monegtary incentivaes as well as sanctions to keep teen parents in
school or GED class; ‘
. Deny increased benefits to- women who have additional children while on
,  walfare;
» Develop mandatory work programs for noncustoedial parents;
L Grant a limited number of extensions to women in work-study programs or

other activitias negessary to prepare for work;
» Set higher earnings disregards for recipients.
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Welfare Reform Working Group
Talking Points: WAIVERS
May 3, 19984

"We [must] algo revolutionize our welfare system. Last yvear, we began this, We gave
the states more power to innovate hecauss we know that a lot of greaz wleas come
from cutside Washington and many states are already using it.”

President Clinton, State of the Union address 1/25/84

“{ do believe the states are the laboratories of democracy. 1 do belisve that where
peocpie are charged with solving the real probiems of real people, reality intrudes, and
politics often is more fikely to give way 10 making progress.”

President Clinton, remarks-to the National Governors” Association 2/1/84

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

The Ciinton adminigtration has streamlined the walver process, increasing state
flexibility white maintaining quality servicas for HHS beneficiarias. Faster reviewshave
meant more flexibility for states and a betier federal partnership.

The scale of the waiver program raflects state eagerness for walfare reform. Singe
January 1993, HHS has approved welfare demonstration projects in 14 states:
Arkansas, California, Colorado, Florida, Georgia, Hlinois, lowa, North Dakota,
Qklahoma, South Dakota, Vermont, Virginia, Wisconsin, and Wyoming. Eleven other
states have applications pending.

Waivers allow a striking variety of initiatives. Some states have required teenage
mothers 10 live at home rather than in househaolds of their own, (0 stay in schooi, and
1o participate in job training. Others have reduced or eliminated aid after 1wo vesars--
often providing transitional jobs--in arder 10 encourage work and self-sufficiency.
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Weffare Reform Working Group
Talking Points: SANCTIONS
May 3, 1954

"We should insist that peaple move off welfare rolls and onto work rolls, Ws
should give people on weifare the skilis they need to succeed, but we should
demand that everybody who can work go to work and become a productive
member of sociaty,”

Bili Clinton, announcement spesch, Little Rock, AR 10/3/81

President Clinton’s welfare reform plan provides opportunity and supportive
servises, but it also demands responsibility, People who refuse to participate in the
JOBS program or fulfill their WORK obligations will be sanctioned. Expectations--
and consequences--will be clear,

Conditional AFDC benefits work. A rigorous evaluation of one such program in
Hiinois and New Jersey found that teenage mothers who received conditional
bensfits, along with case management and support services, achieved significantly
higher rates of school attendance and employment. The 3,000 participants who
faced a §$180 reduction in their monthiy AFDC grants had success rates nearly 20
percent higher than young mothers who did not face sanctions or receive services.,

Safaguards will ansure fairness. |f states fail to provide services specified in the
employabiiity plan, they must grant extensions past the two-year limit to JOBS
participants. States will continue existing notice and hearings protection, and
recipients wili receive bensfits during the hearing/ appeals process. After the
second WORK sanction, states will gvaluats the family’'s naed for other gervices.
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 losa cash benefits, and Food
Sramps will not increase to offset that loss. Qn average, the amount lost will be
$226 a month, and will correspond to the adult’s share of the AFDC grant.’

Suuccessive violations will result in longer benefit suspensions, As in the 1988

Farmily Support Act, adults will fese benefits after the first viglation until they begin

o comply, A second viciation results in sanctions for three months or untit

sompliance, whichever is longer, Third and subsequent failures result in sanctions
. for six months or until campliance, whichever is longar,

Both before and after the two-yaar time limit, recipients refusing to accept private
sector jobs without good cause will lose family cash benefits for six months or until
they accept g private sector job. After reaching the two-year time limit, WORK

Estimated national average monthly AFDC pavment for an adull, caloulated by ASPE 5/3/94,
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participants will experience the same sanction faced by ordinary workers: fost
wages for hours not worked.

Broader sanctions are imposed on WORK participants who fail to job search as
required or who quit, are dismissed from, or refuse to accept a WORK assignment
without good cause, After a first violation, familiss lose half their cash grant for
one month or until acceptance of a WORK assignment, whichever is sooner. After
a second violation, families lose WORK eligibility and half their cagh grant for three
months. Third and subsequent sanctions end the family cash grant and WORK
eligibility for three maonths,

Sorme benefits will continue--sven during sanctions--in order to protect children.
During JUBS sanctions, children will still receive benefits and families will keep
Focd Stamnps, housing assistance, and medical insurance, During WORK sanctions,
families will keep Food Stamps, housing assistance, and madical insurance.
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Weifare Beform Working Group
Talking Points: TEEN PREGNANCY
May 3, 1884

“Thay have to come to understand that children having children is just wrong, ang
can’t lead to anything good for them.. . We have to change that, and we have to
help them changs that.”

Prasident Clinton, Amarican Society of Newspaper Editors 4/13/84

Tean pregnancy is an important issue for this Administration, because it's linked to
poverty, weltare dependency, child health, and other domestic issues, Each year,
200,000 teenagers aged 17 and younger have children. The babies are often low-
birth weight; infant moriality rates ars also disproportionately high among this
population. Teen pregnancy frequently leads 1o poverty and welfare dependency.
The costs 1o socisty are enormous.

Preventing teen pregnancy and sut-of-wedlock births is a critical part of weifare
reform. Cases headed by unwed mothers accounted for most of the growth in the
welfare 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
teans who sre already mothers--with mentoring, child ¢are, time-limited AFDC
benefits, roquiraments to live with a caring adult and identify their child’s father,
incentivas to stay in school, and gther services necessary o put them on the path
1o waork and self-sufficiency.

The link betweaan teen births and poverty is clear. Approximately 80 percent of tha
children born 10 teenage parents who dropped out of high school and did not marry
are poor. In contast, just 8 percent of children born to marrisd high schaool
graduates aged 20 or older are poor,

Qur reform proposal teils adolescents that both parents have clear abligations 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 suppert. And a new
national database will follow cases scross state lines. :

Tsen pragnancy prevention requires cooperation between HHS, Education, Labor,
Justice, and other agencies. The problem’s connection with other issues such as
viclence, drugs, crime, and education makes such interagency caoordination
essential. Our effort will invelve School-to-Work, Head Starg, child care expansion,
child support enforcement, health care reform, and the EITC.

This Administration recognizes that government can’t do it all. Gur proposal will
bring together local schools, communities, families, and churches.



Bi/G4794 14:19 25202 BSD 3873 SEHS-PUBLIC AFFAL Woid

Fl

Walfare 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
parenis cught to be paying to millions of parents who are taking care of their
children...People who bring children into this worid cannot and must not walk away
from them.”

Prasident Clintan, State of the Union address 1/45/84

Child support can hslp snd the poverty and insecurity that victimize single-parent
families. in 1990, absent fathers paid anly $14 billion in ¢child support. But if child
support orders reflecting current ahility to pay were established and snforced,
single mothers would have received $48 billion: money for scheol clothing, food,
gtilities, child care. The President’s plan will close this $34 billien gap.’

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

Making child support a aational priority will help iift single-parent families out of
poverty. It will show adolescents that parenthood has clear and unavoidable
obiigations. And It will slowly rekait fractured families by emphasizing the bonds--
financial and emotional--that link parents and their chiidren,

Qur national failure to collect child 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
anly at the mother’s request and requires extensive iitigation. And ineftective
collection enforcement allows many absent parents--especially in interstate casas-
to avoid payment without penalty,

Building on 1he best state and federal initiatives, we can solve these problems. We
can reducs litigation, automate snforcament, and create the proactive system that
our children need, Our approach focuses on three key steps:

11 Establish psternity for all births, Economic incentives will encourage states o
establish paternity for ali births regardiess of welfare status. Hospitals will expand
existing paternity programs, while simplified legal procedurss 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 recsiva benefits.

‘Eiaine Sorensen, “Noncustodial Fathers: Can They Afford to Pay Mare Child Support?
{(Preliminary Findingsl,” The Urban Instituis {19944,
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2} Reassess awards guidelines and automatically update payvment sums as parental
incomes change. President Clinton’s weltare reform plan establishes & commission
to svaluate national awards guidelines. States will automaticsily update awards for
all families.

31 Entorce cpllegtion. Using federal funds, states will replace the existing
fragmented child support structure with centralized regisiries. States will monitor
payments automatically and use new enforcement techniques: wage withholding,
data-base matching, holds on driver’s and prefessional licenses, even property
seizure, President Clnton's welfare reform plan will alsc locate absent parents
nationwide through a new federal clearinghouse and simplify interstate colisction
through tha Uniform interstate Family Support Act {UIFSA).

Additional issues
Interstata enforcement

Because one-third of all child support cases involve interstate collection, that
process must be dramatically improved. President Clinton’s welfare reform plan
will set up a national child support snforcement clearinghouse with three different
registries, One registry will locate parents who fail to pay. A second registry will
provide state information on child suppart awards. And a third will list new hires
nationwide so that withholding can begin from the first paycheck. Meanwhile, the
Uniform Interstate Family Support Act (UIFSAY will routinize procedures in
Intersiate ¢cases,

License Withholding

As alast resort, states will withhold the driver's and professional licenses of people
who refuse to pay support. License suspension reachas self-employed people
unaffected by wage-withholding. And officials in Maine and California, which
recently ingtituted dermonstration programs, say that ofter even the threat of
suspension spurs absent fathers to face their obligations, (See attached.)
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Welfars Reform Working Group
Talking Points: LICENSE SUSPENSION/ WITHHOLDING
~May 3, 1994

"We will,,.say to absent parents who aren’t paying their child support: It you're not
providing lor your children, we'll garnish yowr wages, suspand your license, track
you across state lines, and if necessary make some of you work off what you owe,
People whao bring children into this world cannot and must not walk away from
them."

President 8ill Chnton, State of the Union address 1/25/94

The Clinton Propasal

Under President Clinton’s weifare reform plan, states will suspend the driver’s,
professional, and commercial licenses of parents able but unwilling 1o 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 withhoiding programs.

States will be able to tailor suspension programs to local needs. They can choose
to use administrative holds or the courts (o withhold professionst snd commasreial
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 sven the threat of suspension Gften sSpUrs
absent parents to face their obligations,

License withholding will be part of a broad, innovative approach to child support
enforcemant, States will use a wide variaty of tools--including data-base matching,
wage withholding, and even property seizure--to enforce payment,

Existinng State Programs

In 1883, seven states ran suspension programs: Arizona, California, Maine,
Minnesota, Pennsylvania, South Dakota, and Vermont. Eight others---Arkansas,
Florida, lliinois, Massachusetts, Montana, Nevada, Oklshoma, and Oregon-—-ars
currently implementing programs.

License matching dramatically increased support collection. California estimates
that it has collected $5-10 million through the license matching program since



05/04/94 14:21 202 690 5673 HH5-PUBLIC AFFAI igale6

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 an 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 Peints: 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 1/26/94

"It is estimated that one million people are on welfare chiefly to qualify for
Medicaid, the government’s health care program for the poor. Some welfare
recipients have children diagnosed with chronic health problems, or they require
frequent health care services themselves."

Secretary Donna Shalala, Christian Science Monitor op/ed 1/28/94

The one million figure is a 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 betwesn 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 familias 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 affect at 10 to 25%. And a 1991
working paper by Michael Keane and Robert Moffitt estimates the effect at 16%. Because these
studies did not fully reflect the tact 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.



05/04/94 14:23 202 B0 5873 HAS-PUBLIC AFFAL o2

Welfare Reform Working Group
Talking Points: MINOR MOTHERS--requirement to live at home
May 3, 1694

"Can you believe that a child who has a child gsets more money from the
government for leaving home than for staying home with & parent or 2
grandparent? That's not just bad policy, it's wrong and we ought to change

... We will say 1o teenagers, 'If you have a child out of wedlock, we will no longer
give you a check to set up a separate housshold. We want families to stay
tagather,..”” )

Presidant Clinton, State of the Union address 1/25/94

Currently, AFDC allows minor mothers to set up independent households and gives
them more monay 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 axactly the
wrong incentive: to have babies and move out of their parents’ homes,

Prasident Clinton’s walfare reform pilan 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 ¢ stay in their parents’
households, but only six states and two territories have adapted the provision.'
OGur proposal would make that option a requirement for all states,

We will, of courss, ensure protection for minor parents whe 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 part of our prevention strategy of
encouraging teens to delay sexual activity until they can be responsible parants.
Approximately BG percent of the children born 1o unmarried teenage parents who
dropped out of high school are poor; in contrast, just 8 percent of children born to
married high school graduates aged 20 or older arg poor. The Clinton proposal -
prganizes a national campaign agsinst teenage pregnancy and increasss access to
family planning services. It requires minor mothers 1o finish school and enroll in
the JOBS program--as well as live at home--and makss teenage fathers responsible
for child support,

The Clinton weifare reform plan telis teenagers that hbaving 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

“The states are Connecticyt, Delsware, Maing, Michigan, Yermont, and Wisconsin, The torritories
are Puerto Rico and the Virgin islands.
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President Clinton’s welfare reform plan fixes the weoaknosses of the Family Support
Act while building on its successes. While welfare reform is targetad at women
under 25, the JOBS program wiill continue to0 move older women toward seif-
sufficiency. Qur plan provides additional fedsral funding and higher federal match
rates to ease state fiscal constraints and make sure that JOBS, child support, and
prevention programs really work, Greater autemation, simplificd pregram tules, and
streamilined administrative reguiremeants will minimize rescurces spent on
paperwork, Finally, we will change the culture of weifara. Agencies must clearly
axplam opportunities and obligations to recipients, move them immediately into
employability enhancing programs and services, and enforce--rather than
undermine--the values of work and responsibility,



05/04/94 14:22 202 680 5673 HHS-PUBLLC AFFAL gmols

Welfare Reform Working Group
Talking Points: WHAT WENT WRONG WITH THE FAMILY SUPPORT ACT?
May 3, 1984

"This spring | will send you a comprehensive welfare reform bill that builds on the
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 | know
t...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 really 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 2/1/24

The Family Support Act of 1988 is the cornerstone of President Clinton’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 seilf-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, aimost 600,000 people
participate in JOBS activities. However, the Family Support Act exempted
recipients who were under age 16; were ill, elderly, or incapacitated; had 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 caseloads 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 forms 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.
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home and school may choose other options,

At the same time, we link responsibility {0 opportunity, showing children that
playing by the rules will lead to a better lite. Prasident Clinton’s School-te-Work
initiative facilitates teenagers’ transition into the workfarce. His crime bill aids
youth in disadvantaged neighborhoods. In addidion, we propose cammunity-based
demonstration programs to help improve heslth, education, sa?ety, and economic
opportunity for youth and families,

ot
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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,
opportunity, responsibility, Instead of rewarding and encouraging work, it does little 1o help people
find work, and punishes those who go to work. Instead of strengthening families and instilling
personal responsibility, the system penalizes two-parent farnilies, and lets 100 many absent parents
who owe child support off the hook. lnstead of promoting self-sufficiency, the culture of welfare
offices seenss 1o create an expeciation of dependence rather than independence. And the ones whe
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 systems that is based on work and
responsibility designed to hclp peopie help themselves. We need to move beyond the oid debates and
offer a simple compact that gives people more opportunity in retuen for more responsibility, Work is
the best social program this country has ever devised; it gives hope and structurs and meaning 1o our
daily lives, Resporsibility is the value thar will enable individuals and parents 10 do what programs
cannot-besause governmerns don’t raise children, people do. ‘

The President's welfare reform plan is designed to reinforee these fundamental values. It rewards
work over weifare. It signals that people should not have children until they are ready to suppornt
themn, and that parents—both parents-who bring children into the world must 1ake responsibility for
supporting them. It gives people access 1o the skilis they need, and expects work in return. Most
tmportant, # will give people back the dignity that comes from work and independence.

WORK, NOT WELFARE

Under the President’s reform plan, welfare will 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 1o develop a persorm! employability plan designed to move her imo the workforce as quickly
as possible. Support, job training, and child care will be provided o help people move from
dcpendmcc to independence. But time Hmits will ensure that anyone who can work, must work--in
the privaie sector if possible, in a temporary subsidized job if necessary. Reform will make weifare a
ransitional system lgading 0 work.

The combination of work opportunities, the Earned Income Tax Credit, health care reform, child
care, and improved child support wzzi make the lives of millions of women and children demonstrably
better, -

Created by the Family Support Act of 1988 and championed by Senator Moynihian and then-Governor
Clinton, the JOBS program offers education, training, and job placement services--but to few
families. Our proposal would expand and improve the current program (o put a ciear focus on work,



New provisions include:

*

A personal employability plan. From the very first day, the new systern will focus on
making young parems self-sufficient, Working with a caseworker, each adult recipient will
sign a personal responsibility agreement and develop an employabiiity plan identifying the
education, training, and job placement services needed to move into the workforce. Because
70 percent of welfare recipients already leave the rolis within 24 months, and many applicants
are job-ready, most plans will aim for employment well within two years.

A two-year time Hmit. Ultimately, time limits will restrict most AFDC recipients to a
lifetime maxismum of 24 months of cash assistance.

dob zearch first. Participants who arg job-ready will immediately be oriented o the
workplace. Anyore offered a job will be required to take it

Integration with mainstream education and teaining programs. JOBS will be linked with
joby training programs offered under the Jobs Training Partnership Act, the new School-to-

Work initistive, Pell Gramts, and other mainstream programs.

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

Limited exemptions and defervals. 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 chiidren will initially be deferred from the two-year
time limit, but will be required to develop employability plans that tead (0 work, Another
exemption aliowed under current JOBS rules will be significantly narrowed: mothers of
infants will receive only short-termn deferrals (12 months for the first chiid, three months for
the second). At State discretion, a Jimited number of young mothers completing education
proagrams may receive extensions.

Let States reward work. Currently, AFDC recipients who work often lose benefits dollar-
for-doliay, and are penalized for saving money. Our proposal allows States 1o reinforce work
by setting higher earned income and child support disregards. We also propose new rujes and
demonstration projects 1o suppon saving and seif-employment.

" State flexibility. This plan gives States unprecederted flexibility to innovate and learn from

new approaches. Much of what once required waivers will become available to States as
State options.,

Additional Federal {unding. To ease State 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 States with high unemployment,
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The WORK program will enable those without jobs after two years to support their families through
subsidized employment. The WORK. program smphasizes:

. Work, act "workfare.” Uniike waditional “workfare,” recipients will only be paid for hours
worked. Mot jobs would pay the minimum wage for between 15 and 35 hours of work per
week.

. Flexible, community-based initiatives. State governments can design programs appropriate

to the local labor market: temporarily placing recipients in subsidized private secior jobs, in
public sector positions, or with community organizations.

. A Transitional Program. To move people into unsubsidized privats sector jobs as quickly as
possible, participants will be required 1o go through extensive job search before entering the
WORK program, and after each WORK assignment. No WORK assignmernt will last more
than 12 months. Participants in subsidized jobs will not receive the EITC, Anyone who
turns down 3 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 gncourage AFDC recipients 10 leave welfare.

. The Earned Income Tax Credit (ETTC). The expanded EITC will Iift millions of workers
out of poverty. Already enacied by Congress, the BITC will effectively make any minimum
wage job pay 36.00 an hour for a typical family with two children. States will be able 10
work with the Treasury Department t0 issue the EITC on 3 monthly basis,

» Health care reforin. We can’t have serious welfare reform without serious health care
reform.  People should be able to get health care by going to work, and not have © go on
weifare. Universal health care will aliow people 1o leave welfare without worrying about
coverage for their families.

. Child care. To further encourage young mothers to work, our plan will guarantee child care
during education, fraimung, and work programs, and for one year after participants lzave
welfare for employment. Increased funding for other Federal child care programs will bolster
mare working families just above the poverty line and help them stay off welfare in the first
place. Our plan also improves child cure quality and ensures parental choice.

MUTUAL RESPONSIBILITY

Our current welfare system often seems at odds with core American values, especially responsibility.
Qverlapping and uncoordinated programs seem aimost @0 invite waste and abuse. Non-custodial
parents frequently provide little or no economic or social support to their children. And the culture
of welfare offices often scems o reinforce dependence rather than independence. The President’s
welfare plan reinforces American values, while recognizing the govertunent's role in helping those
who are willing to help themselves.

Our proposal includes several provisions aimed at creating a new culture of mutual responsibility.
We will provide recipients with services and work opportunities, bur implement tough, rew
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requirements in return,  These include provisions to promote parenta) responsibility, ensuring that
both parents contribute to their children’s well-being. The plan alse includes incentives directly tied
to the performance of the welfare office; extensive efforts 1o detect and prevent welfare fraud;
sanctions o prevent gaming of the welfare system; and a broad array of incentives that the States can
use o encourage responsible behavior.

The Administration’s plan recognizes that both parenis must support their children, and establishes the
toughest child support enforcement program ever propesed. In 1990, absent fathers paid only $14
billion in child support. But if child support erders refleciing current ability to pay were gstablished
and enforeed, single mothers and their children would have received $48 billion: money for school,
clothing, food, utilities, and chikd care, As ;;art of a plan to reduce and prevent welfare dependency,
our pian provides for:

* . Universal paternity establishment. Hospitals will be required to purt procedures in place to
establish paternity at birth, and each applicant will 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-withbolding and suspension of
professional, occupational, and drivers” Heenses will enforce compliance.

. A pational c¢hild support ciearinghouse. Three registriss—containing child support awards,
new hires, and locating information—will cateh parents who try 1o evade their responsibilities
by fleeing across State lines. Centralized State registries will track suppon payments
automatically.

. State Initiatives and demonstration pregrams. States will be able to make young parents
) who fail to meet their obligations work off the ¢hild support they owe. Demonstration grants
for parenting and access programs-providing mediation, counsgling, education, and visitation
enforcement--will foster non-custodial parents’ ongoing involverent in their children's lives.
And child support assurance demonstrations will let interested States give families 3 measure
of economic security even if child support is not collected immediately,

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

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

» State tracking systems to belp reduce fraud. States will be required wo verify the identity,
alien status, and Social Security numbers of new applicants and assign national identification
numbers.

. A national public assistance clearinghouse. Using identification numbers, the clearinghouse
will follow people whenever and wherever they use welfare, monitoring compliance with time
limits and work. A mational "new hire” registry will be used to ¢heck AFDC and EITC
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eligibility, and identify non-custodiat parents who switch jobs or eross State lines to avoid
paying child support.

. Tough sanctions. Anyone who refuses o 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. Unfortunately,
the current system (00 often focuses on simply sending out welfare checks. Instead, the welfare
office must become 2 place that is fundamentally sbout helping people eam paychecks as quickly as
possible. Qur plan offers several provisions 10 help agencies reduce paperwork and focus on resuiss:

. Program coordination and simplification. Conforming AFDC and Food Stamp regulations
and simplifying both programs’ administrative requirements will reduce paperwork,

. Electronic Benefits Transfer (EBRT). Under a separate plan developed by Vice President
Gore, States will be encouraged 1o move away from weifare checks and food STamp coupons
toward Electronic Benefits Transfer, which provides benefits through a tamper-proof ATM
card. EBT systerns will reduce welfare ang food stamp fraud, and lead to substannal savings
in administrative cosis, '

. Improved incentives. Funding incentives and penalties will be directly linked to the
performance of States and caseworkers in service provision, job placement, and child support
coliection.

REACHING THE NEXT GENERATION

Preventing teen pregnancy and out-of-wedlock births is a ceitical pars of welfare reform.  Each year,
200,000 teenagers aged 17 and younger have children. Their children are more likely 10 have serjous
health problems—and they are much more likely to be poor,  Almost 80 percent of the children bomn
to unmarried teenage parents who dropped o of high school now [ive in poverty. By contrast, only
eight percent of the children born (o married high school graduates aged 20 or oider are poor.
Welfare reform will send a clear and unambiguous message 1o adolescents: you should not become &
parent until you are able to provide for and nurture your child. Every young person will know that
weifare has changc:d forever,

To prevent welfare dependency in the first place, teenagers must get the message that staying in
school, postponing pregnancy, and preparing 1o work are the right things to do. Our prevention
approach includes:

4 A pational canapaign against teen pregnancy. Emphasizing the importance of delayed
sexual activity and responsible parenting, the campaign will bring together local schools,
comrnunities, families, and churches, to send a strong signal that it is wrong for teenagers {0
have children outside marriage.

* A national clearinghouse on teen pregnancy prevention. The clearinghouse will
provide communities and schools with curricula, models, materials, training, and
technical assistance relating to teen pregnancy prevention programis.
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Teen pregnancy preveniion grants. Roughly 1000 middle and high schools in
disadvantaged arcas will receive grants 1 develop innovative, ongoing teen pregnancy
prevention programs targeted to young men and women. Broader initiatives will seek
t© change the circumstances in which young people live and the ways that they see
themselves, addressing healith, education, safety, and economic opportunity.

. Initia) resuurces targeted to women born after December 31, 1971, Phasing in the new
systern will direct limited resources to young, single mothers with the most at risk; send 2

. strong message 1o teenagers that welfare as we know it has ended; most effectively change the
culture of the welfare office 1o focus on work; and aliow States to develop effective service
capacity,

Supports and sanctions. From the very first day, teen parents receiving benefits will
be required to stay in schoti 2ad move toward work. Unmarried minor mothers will
be required to identify their child’s father and live a1 home or with a responsible
adult, while tegn fathers will be held responsible for child support and may be
required to work off what they owe. At the same time, caseworkers will offer
encouragement and suppart; assiat with living situations; and help 1eens acoess
services such as parenting classes and child care. The two-year limit will begin once
teens reach age IR, Selected okler welfare mothers will serve as memtors to at-risk
school-age parents.  States will also be allowsd to use monetary incentives 10 keep
teen parents in school. )



THE IMPACT OF REFORMS y

Making al} these changes overnight would severely strain the ability of Federal and State governments
1o implement the new system. To avoid this problem the plan is phased in by staring with young
people, to send a clear message to teenagers that we are ending welfare as we know 1. The
following tables are based on starting with the youngest third of the projected caseload--persons born
afier 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 eniers it
subsequently, will face new expectations and responsibilities. In 1997 this group will constinute over
one third of the caseload. 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 the option of doing s0.

In the year 2000, 2.4 miilon adults will be subject i¢ the new rules under welfare reform, inchuding
time Hroits and work reguirements. Almost one million people will either be off welfare or working.
Of those one million mdividuals, 331,000 people who would have been on welfare will have left the
welfaze rolls, Another 222,000 parents will be working part-time in unsubsidized jobs, And 384,000
people will be in subsidized jobs in the WORK program, up from 15,000 now. In addition, 873,000
recipients will be in time-}imited schoo! or training programs leading to employmennt.

However, the impact of weifare reform carmot be measured in these numbers alone or fit on any
chart. In the vear 2000, hundreds of thousands of noncustodial parems will be helping o supperz
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 wateh their parents go off every day to the responsibility and dignity of
3 real job.



TABLE |

PROJECTED WELFARE, WORK, AND TRAINING STATUS
OF PHASED-IN GROUP WITH REFORMS
BY SELECTED YEARS

FY 1997 FY 2004

Total Projected Adult Cases With Parent Bors After
1971, Without Reform o041, 2,376,060 3,439,000

Status of Phased-In Group, with Reform: i
Off Welfare Because of Reform , , 331,000 860 460
Working Patt-time . 222,000 271,000

In WORK Program 394,000 566,000
Total - Working or Off Welfare . 1t 947,060 1,697,000

Expected to Participate in Time-Limited, Mandatory
Training, Education and Placement ngrazn with Strict R 873,060 965,000
Participation Standards

Deferred or Exempted due to Disability, Caring for a , 556,000
Disabled Child or Infant, or (ther Exemption

‘Fable 1 indicates the number of persons in various parts of the program by year, given the phase-in and the implementation of health reform
afier fiscal year 1999, Note that because a few States will need up to two yeats 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 mpiementation. The time-limited education,
training and placement program starts ups rapidly since everyone in the phased-in group is required to participate if they are not deferred {for
example, if they are disabled). 1t does not grow much over time because people leave the program as they get private sector jobs 0r reach
the time limit and enter the WORK program. The WORK program grows over time, rising to roughiy 556,000 by fiscal year 2004.
Exemptions are significantly more parrow than those allowed under current law, and even those unable to work will be required t develop
employehility plans.



TABLE 2

PROJECTED WELFARE, WORK AND TRAINING STATUS OF .
PHASED-IN GROUP WITH AND WITHOUT REFORMS
IN FISCAL YEAR 2000

Withont Reforms With Refarm%

Working or Off of Welfare ;

Off of Welfare . 4% 1%
Part-tisne Work 8% 9% :
In WORK program 0% 17%
Total . . 5% 40%

§ Required to Participate in Time-limited, :
Mandatory Training, Education and - .
Placement Program with Strict Participa-
tion Standards 0% 3%

Expesied fo Participate in Training,

Edocation, and Placement Program:, bwt
No Time Limits and Low Participation ,
Standards * 22% 0%

Deferred or Exempted Due to HHness,
Canigrg for Disabled Child, Young :
Child, or other Exempiions 73% 23%

TOTAL 1H00% 100%

Table 2 shows the impact of these changes for the phased-in caseload, compared with what %_&:e project
would be the caseload without welfare and hesith reform.

Under the plan, we will go from a situation where almost three-quaners of the persans are collecting
welfare and neither working nor in trainingto a situation where three-quarters are either off welfare,
working, of in a mandatory time-limited placement and training program. Only those unable 1o work
are deferred from the time limits, and even these persons will have greater expectations and
opportunities under the proposed systern.  In addition, we expect the reform proposal to significamiy
increase paternity esiablishunent rates, to increase child sopport payments and to lower child poverty.
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Moving people from welfare to work will not only reinforce our basic valpes of work and
respongsibitity, it will aisc help families provide better support for their chiidren. As 2 result of the
Clinton reforms, compare the situation facing a single-parent family of three on welfare with the
sitnation of a family off of AFDC.

In the median State, the combined AFDC and -food stamp benefit level is $7,523, only 63 percent of
the 511,870 of income needed to keep a typical family of three out of poverty. By contvast, Table 3
shows that persons leaving AFDU and going to work will be dramatically better off in azzy private
sector job, even one paying the minimum wage.

TABLE 3

INCOME FOR INDIVIDUALS WORKING FULL TIME
AT VARIOUS WAGE LEVELS

Total
Income

$13,790
$15,964
$16,996

* ETTC assuies that cxpirxsi:zzz passed in 1993 is fully phased-in.

Thus, the President’s plagn, including the expanded EBITC, and health and welfare reﬁ}m, rewards
peaple who are working to support themselves and their famihes.

A descrintion of the plan follows,
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK '

Perhaps the most critical and difficult goal of welfare reform i to reshape the very mission of the
current support system fram one focused on writing checks o one focused on work, opporviunity, and
responsibibty. The Family Support Act of 1988 recognized, through creation of the Job
Opportunities and Basic Skills (FOBS) 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 ¢ participate in the JOBS program as 4 means towards seif-
sufficiency. ’ ' ‘

However, the welfare system has not ¢changed a¢ much as was interded.  Only a small portion of the
AFDC caseload is acually required to participate in the JOBS program, while 2 majority of AFDC
recipients are not required o participate and do not volunteer. An even smaller fraction of recipients
are working. This sends a mixed message (o both recipients and caseworkers regarding the true
terms and validity of the gocial compaet that the Family Support Act represented.  As a resull, most
long-term recipients are not on a track © obtain employment that will enable them to leave AFDC.

SUMMARY OF PROPOSAL

This reform proposal calls for fundamentally replacing the AFDC program with a transitional
assistance program o be followed by work. The new program includes four key elements: a simple
compact; training, education, and placement assistance o move peopic from welfare (o work; a two-
year time bivit; and work reguirements, Phasing in the plan starting first with the youngest recipients
will send a strong message of responsibility and oppartunity to the next peneration.

A Simple Compact
Training, Education, Job Search, and Job Placement ~ The JOBS Program
. A clear focus on work
. Integrating JOBS and mainstream education and training initiatives
Two-Year Time Limit
WORK
s Administrative sxm-cmre: of the WORK program
. Characteristics of the WORK assignments
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A Simple Compact. Everyone who receives cash support will be expected to do something to help
themselves and their commmunity. Recipients will sign 2 personal responsibility agreement indicating
what is expected of them and of the government to prepare them for seff-sustaining employment.
Persons who are not yet in 2 position to work or train {(because of disability or the need 10 care for an
infant or disabled child} will be deferved until they are ready for the time-limited JOBS program.
Everyone will have a responsibility to contribute something and move toward work and independence.

Training, Education, and Placement Linked to Work {the Job Opportunities and Basic Skills, or
JOBS program). The core of the transitional support program will be an expanded and improved
JOBS program that focuses on moving people into work. JOBS was eswblished 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 find and keep jobs. The
enhanced program will include 2 personal responsibility agreement (described above) and an employ-
ability plan designed to move persons from welfare 0 work as rapidly as possible, For most
applicants, supervised jobr search will be required from the date the application for AFDC is
approved, JOBS participants will be required 10 accept a job if offered. The new effort, rather than
creating at employment training systers for welfare recipients aione, will seek close coordination with
Job Training Partpership Act (JTPA) programs and other mainstream training programs and educa-
tional resourees.

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 two years will be the maximum
period for the receipt of cash aid, the goal will be to help persons find jobs long before the end of the
rwo-vear period, Mothers with infamis, persons with disabilities which Jimit work, and those caring
for a disabled child will be deferred and will noi be subject 10 the timee limit while such conditions
exist. In a very limited number of cases, and at the discretion of States, extensions of the time {imi
will be granted for completion of an education or training program or in unusual circumstances,

Work (tie WORK program). The new effort will be designed to help as many people. 88 possible
find employment before reachiing the two-year time limit. Those persons who are not able 1o find
emplayment within two years wiltl 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 a5 positions with local nar-for-profit organizations and in the public sector. The positions are
intenided 10 be short-term, last-resort jobs, designed neither 10 displace existing workers, nor to serve
as substitutes for unsubsidized empioyment. Provisions will be put in place 1o discourage lengthy
stays in the WORK program, Among these will 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 commprehensive reassessment after a second WORK assignment. Peopie will be required to make a
good-faith effort to find unsubsidized work, and anyone who turns down a job offer will be removed
from the rolls. The primary emphasis of the WORK program will be on securing unsubsidized
employment. States will be given considerable fieibility in the operation of the W()RK program in
order 10 achieve this poal.
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PHASE-IN

It is very unlikely that States could proceed to full-scale implementation of the changes described
above immediately after passage of the legislation. Even if resources were plentiful, attempting to
instantly place the eatire caseload in the new fransitional assistance program would alinost guarantee
enormeous administrative difficuities at the State level. Facing the peed to serve hundreds of
thousands more persons i the JOBS program and to create hundreds of thousands of WORK
assigrznents, many States would be unable 10 succeed a1 egither,

An attractive alternative to the chaos of immediate fuli-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, They
are also the group for which there is the greatest hope of making a profound difference. Under this
phase-in approach, we will devote energy and new resources 1o ending welfare for the next
generation, rather than spreading efforts so thin thar Titde real heip is provided to anyone.

The phase-in of the new requirements will begin with all recipients (including new applicants) born
after December 31, 1971, All persons of the same dge and gircomstances will then face the same
ruies, regardiess of when they entered the system, This is roughly one third of the caseload in 1996,
Qver timie, as the peroentage of the caseload 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 (o phase in more rapidly. By 2000, half of all aduit recipients will be included. By 2004,
two-thirds of the adult caseload will be inciuded.

Targeting younger parents does not imiply lmiting access to edusation and training services for older
recipients. They will still be elipible for JOBS services. 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 he changed to clear]ly communicate to recipients the expectation of achieving selfs
sufficiency through work. Just 35 ivporntant, the weifare agency will also face a different set of
expectations. In addition to determining eligibility, its role will be to help recipients achieve selfs
sufficiency. The underiying philosophy & one of mutual responsibility. The welfare agency will help
recipients achieve seif-sufficiency and will provide transitional cash assistance; in returs, recipients
will take responsibility for their lives and the economic well-being of their children,

Personal Responsibility Agreement.  Bach adult applicant for assistance will be required to enter into
a written agreement in which he or she agrees to take responsibility for moving quickly toward
independence in return for that assistance,

Oriemation. Each applicant will receive onentation services to explain how the new system will

wotk, A full understanding of how a time-limited assistance program operates will ensure that
participants maximize their opportunities t¢ obiain services,
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Empioyability Plan. Within a short time frame, sach adult will undergo a thorough needs assessment.
Based on this assessment, and in conjunction with his or her caseworker, gach person will design an
individualized employability plan which specifies the services 10 be provided by the State and the time
frame for achieving self-sufficiency.

Deferrals. Under the curtent system, only a small portion of the AFDC caseicad 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 able 1o pasticipate in education, traising or work still have 1o meet certain
expectations. People with a disability or caring for a disabled child, mothers with infants under one
{3 months for the second child), and people ving in remote areas will be deferred. States will be
allowed to defer & capped nmunber of people for other good-cause reasons. However, 2l recipients
will be required to take steps, even if they are small ones, oward selfsufficiency. Participants who
are deferred will be expected to complete employability plans and, when possible, to undertake
activities intended to prepare them for empioyment and/or the JOBS program.

A8 n. With increased Faderal resources available, it is reasonable 1o require
mea.scd pamcnpamm in the JOBS program. Current law requiras that States enroll 2¢ percent of the
pon-exempt AFDC caseload in the JOBS program during fiscal year 1995, Under reform, States will
be expected to meet much higher participation rates for persons whe are enrolied in the new program.
Through the phase-in strategy described above, & higher and higher percentage of the caseload will be
subject (o these rules and requirements, and the transztwnai assistance programn will move tcwazd a
full-participation muodel,

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

The JOBS program originated with the Family Support Act. Tt represented & new vision for welfare,
but today it unfortunarely remains mostly an afterthought to 2 system principally focused on eligibility
determination and check writing. We propose to make the JOBS program the cemterpiece of the
public assistance sysiem, Doing so will require a series of key improvements.

There have been many impediments o the success of the JOBS program, such as a lengthy recession,
the surge in AFDC caseloads and State budget shortfalls that hampered States’ ability (0 draw down
avatiable JOBS and other Federal matching funds. For these reasons, States have been unable to
effectively implerment the changes envisioned in the Family Support At

In order o fully transform the welfare system into a stracture which helps families anain self-
sufficiency, the entire culture of the welfare systern must be changed. This must start by making the
welfare system one which focuses on belping participants achieve self-sufficiency through the
provision of education, training, and employment services rather ihan 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. Strong Federal leadership in steering the
weifare system in this new direction will be eritical,

1
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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 desigued o
enhance empiovability; and

{2 Much greater imtegration with mainstrearn 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 & very diverse population. Participants in the JOBS program have very different levels of work
experience, education, and skilis. Accordingly, their needs will be met through a variety of activities:
job search, classroom leaming, on-the-job training, and work experience. States amd Jocalities will,
therefore, have great flexibility in designing the exact mix of HOBS program services. Employvability
plans will be adjusted in response to changes in a family’s situation. Finally, the Federal govermnment
will make much-needed additional resources available to the States to accomplish the objectives,

Up-Front Job 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 will have the
option o require all job-ready new recipients (including those in the not-phased-in group) to engage in
up-from job search,

"The job search activities will lead o inunediate erployment for some recipients. Those who
subsequently enter the JOBS program will have g reglistic view ¢f the job market. This will aid in
completing the needs assessment arg! in developing the emplovability plan, and may also belp
participants focus their energies,

Teen Parents. In order to meet the spectal needs of teen parents, any custadial parent under age 20
will be provided case management services. Teen parents will be required 1o finish high school and
participate in the JOBS program. (For further provisions regarding teen parents, see the section on
Promoting Parental Responsibility).

Semiannual Assessrnent. In zddition to the expectation that client progress will be monitored on &
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 2 semianmual basis to
evaluaie progress toward achieving the goals n the employability plan. Both the individual's and the
Staze’s efforts will be examined, #nd corrective action will be taken as needed.

Sanctions. In order for the system to work, participants must see that the reguirements are real,
There must be a direct connection between a participant’s behavior and the rewards and sanctions as a
consequence. The sanction for refusing 2 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 terminated for 6 months or umtil the adult accepts a
job effer, whichever 13 shorter. Sanctions for failure to follow the employability plan otherwise will
be the same a5 under current law,
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Igreased Fundine and Enhanced Federai Match. It is impornant to ensure that all 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 States, as well as simplified and enhanced match rates,
will enabie States to undertake the necessary expansion in the JOBS program.

Simtlar to current law, the capped entitlement 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
surnber in all States. The capped entitlement for JOBS (as well as for WORK) would be increased if
the national unemployment rate equalied or exceeded 7 percent.

Fiscal constraints have proven particularly roublesome in effecting welfare 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
Suppart Act was enacted. Consequently, most States have been unable 1o draw down their full
silocation of Federal JOBS funds begause they have not been able to provide the reguired State match,
In 1992, States drew down only two-thirds of the 31 hitlion in available Federal funds, and only 10
States drew down their full allocation. These fiscal probiems have Hmited the numb:cr of mdividuals
servad under JOBS znd, in many cases, limited the services States offer their JOBS pammpams

To address the scarcity of JOBS dollars, the Federal cap will be increased from $1 billion to $1.5
billion in fiscal year 1996, To assist States in drawing down their full allotment, the Federa! match
rate will be increased by five percentage points in 1996, rising 10 a level i¢n percentage points over
the current JOBS match rate by the year 2000, with a minimum Federal match of 70 percent.
Spending for direet program costs, for administrative costs and for the costs of transportation and
work-related supportive services would all be matched a1 the single rate. In addition, 2 small fund
will be created to reward States which have used their full alloument 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 w
migintain their 1994 level of spending for the investunent programs (JQBS and child care).

Federal Leadershin, The Federal role in the JOBS program will be providing training and technical
assistance to help States make the program changes calied 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 t¢ emphasize employment rather than eligibility. These

- aetivities will be funded by setiing aside a portion of Federal JOBS funds specifically for this purpose-
«we percent in fiscal years 1996-1998, and one percent thereafter,

Integrating JORS 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 continug (o
Yink clients 1o the available services in the conmunity, Coordination, integration, and implementation
of common strategies among the major programs which serve the AFEDC population will help States
accomplish the mission of the JOBS program by expanding access (o other available services, This
proposal prescribes greater coordination, but it prants broad flexibility to States to achieve this
objective. To this end, the proposal implements several mechanisms that promote ongoing
coordination and integration and which lessen the adnunisizative burdens States face. This will allow
for program simplification, innovation, and ongoing program improvement. *
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The role of the JOBS program should not be to create a separate sducation and training system for
welfare recipients, but rather to ensure that recipients have access to and information abour the broad
array of training and education programs that already exist. 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 1o job training and work preparation must be
consistent with the Governor's coordination plan. The State plan must be reviewsd by a coordinating
council. While these meazures have served 1o move the welfare system in the direction of program
coordination and integration, further steps can and should be taken. Federal and State efforts for
pwmozzng integration and coordination, and general program improvement, will e an ongoing
process in the new system.

- Pregram Coordingtion. This praposal includes provisions which will greatly enhance img‘mﬂon and
coordination among the JOBS program and relaied programs of the Departients of Labor and
Education, such as Job Training Partnership Act programs and programs falling under the Aduit
Education Act and the Carl D. Perking Vocational Educational Act. For example, the State council
on vocational education and the State advisory countil on adult education will review the State JOBS
plan and submit comments to the Governor 1o ensure consistency among programs that serve AFDC
recipients.

cpatcled State Flexibility, In order to enable States 1o take the steps necessary o achigve full
mzegmzzon among education, training, and employment service programs, Governors will have the
option to operate the JOBS and WORK programs through an agency other than the agency currently
designated 10 administer welfare programs, For example, 2 Governor may choose ¢ operate a
combined JOBS/TTPA program. This option will expand State flexibility and will promote innovation
and program improvement.

Expanding Opportunities. Among the many Adminisiration initiatives which will be coordinated with
the JOBS program are:

’ Nationa| Serviee., HHS will work with the Corporation for National and Community Service
10 ensure that JOBS participants are able to take full advantage of national service as & road 1©
independence.

L4

. School-to-Work. HHS will work with the Departments of Education and Labor to make
pamclpauon requirements for the School-to-Work and JOBS programs companhie in order o
give I(‘.}BS participants the opportunity o access this new initiative.

» One-Stop Shopping. States which implement one-stop shopping under the Reempieymm Act
of 1954 will be reguired to include the JOBS program

* Pell Grants. The program will ensure that JOBS pmicipams make foll use of such existing
programs as Pell grams, income-contingent student loans and Job Corps.
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TWG-YEAR TIME LIMIT \
Muost people who enter the welfare system do not stay on AFDC continucusty for many years. It is
much more common for recipients to move in and ot 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 five consecutive years on AFDC. Half of all those who
leave welfare, however, return within two years, and three of every four remum at some point in the
future, Most recipients use the AFDC program not s a permansnt ait&mauve to work, but as
temporary assistance during times of economic difficuity.

While persons whoe remain on AFDC for long periods a1 a time represent only a modest percentage of
ail people who ever enter the system, they represent s high proportion of those on welfare at any
given time, Although many face very serious barriers o employment, including physical disabilities,
others are able to work but are not making progress toward selfssufficiency. Most longterm
recipients are not on a track toward obtaining employment that will enable them o leave AFDC.

Flacing a time limit on cash assistance s part of the overall effort to shift the focus of the welfare
system from providing cash assistance 1o promoting work and selfsufficiency. The tine limit will
give both recipients and JOBS suff 2 structure that requires continuous movement toward fulfiiling
the objectives of the employability plan and, ultimately, finding a job.

Two-Year Limi{ on Cash Benefits. The proposal establishes for adult recipients a lifetime limit of 24
menths of AFDC benefits, followed by a work requirement.  Special provisions will be made for teen

parents {as discussed below),

Time lknits will, in general, be Hinked to JOBS participation.  Recipients sequired to participate in
JOBS will be subject to the time [imit. Months in which an individual receives assistance while in
deferred stams {rather than parzicipating in JOBS) will not count against the 24-month time limit.

In 2 two-parent family receiving aid through AFDC-UP, both parents will be subject to the time limit
if the principal earner is in the phased-in group (soe below). If one paremt reaches the time Limit
when the other has not, the parent who reaches the time imic will be reguired to enter the WORK
program. The family will continue to be ehigible for benefits as long as at Teast one of the two
parents has not reached the time Hmit for transitional assistance.

Muast people will be txpecicﬁ to enter employment well before the two years are up,  Recipients
unable 1o 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,

Minimum Work Standard. Months in which an individual meets the mirdmum work standard will not
be counted against the time limit.  The minimum work standard will be set at an average of 20 hours
per week, with a State option to reguire up 1o 30 hours per week, Individuals working part-time
would be required to accept additional hours if availabie.
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Teen Pargts. 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 ran uneil the parent s age 18,
in other words, any period of recerving benefits as a custodial parent prior to the age of 18 will not
be countest against the zwa*year time it

Prae-WORK Job Search. Persons who are within 45 days of resching the time Hmit {up to 90 days at
State option} will be required 10 engage in supervised job search for those final 45.90 days, before
taking a WORK asgsignment,

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

. For completion of a GED or other sducation or Iraining program, including a school-to-work
progiam 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. An extension for post- secanéary eﬁucmon
will be contingent upon simuitanecus pari-time employment.

. For 1hnse who are learning disabled, ithterate or face language barriers or other serious
obsta;:%as to employment.

States will, in addition, be required to grant extensions o persons who have reached the time Hmit
but who have not had access to the services specified in the employability plan. The total number of
extensions will be limited 1o 10 pescent of recipients required 1o panticipate in JOBS. In other words,
a State could have no more than 10 percent of its JOBS-mandatory recipienis in extended status at any
given time.

{50 ons i ; ds. The two-year
lirait is a Hfstime iumt Pm{szzs who exzmusz or ncarly exhaust their 24 momhs of mnc-hmzwé
assistance and who leave welfare for an extended period of time will be able to qualify fot 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, ﬁ:ey will be required 10 enter the WORK

program,

WORK

The focus of the transitional gssistance program will be helping people move from weifate o self.
sufficiency through work. An integral part of this effort s making assistance truly transicional for
those able to work by placing a two-year time lmit on cash benefits. Some welfare recipients will,
however, reach the twowyear time Jimit 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 o support their families through paid work.
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Each Sute will be required to operate 2 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 participants find lasting unsubsidized
employment, States will have wide discretion in the operation of the WORK program in order ¢
achicve this end. For example, a State could provide short-term subsidized private sector jobs (with
the expectation that many of these positions will become permanent), or positions in not-for-profit
organizations and/or public sector agencies.

The WORK program is designed o provide an opportunity for individuals who have reached the time
limit to support their famnilies through paid work while developing the skills and receiving the job
search assistance needed to obtain unsubsidized private sector jobs. The gtructure ensures that work
"pays” by assuring that 2 family with an adult in 2 WORK assignment will be no worse off than a
family of the same size in which no one is working.

"Workfare” programs are generally not consisteni with placements in the private sector. By contrast,
the WORK program requires & strong private-sector focus. This is work-pot workfare. Persons will
be paid for performance--not paid a welfare ¢heck and sent out 10 3 work site.  This work-for-wages
plan provides far greater dignity and responsibility than workfare. Moreover, the purpose of the
WORK program i3 to help persens move into, rather than serve as a substitute for, unsubsidized
employment.

Administrative Structure of the WORK Program

Eligibility. A recipient who has reached the time limit for ransitional assistance will be permitted
enroll in the WORK program, provided he or she has not refused an offer of an unsubsidized iob
without good cause (see below).

WORK Funding. Federal funds for the cost of operating the WORK. program will be capped ang
distributed to States according to the number of persons required to participate in JOBS (and subject
to the time 1imit) and te number in the WORK program in a State, relative to the total number in all
States. These Federal monies smust be matched by State funds at the same maich rate as in the
expanded JOBS program--the current JOBS march rate plus seven percentage points in 1998, riging 1o
ten additional percentage points by 200{. As discussed previously under the description of JOBS
funding, the capped entitiements 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 1ate for JOBS, WORK, and At-Risk Child Care would be reduced by ten percent during
periods of high State unemployment.

In addition, States will be reimbursed for wages paid to WORK program pamcxpazzts including wage
subsidies to private employers, at the Medrcazd matchmg rate.

If States were unable to claim the total available Federal JOBS and WORK funding for a fiscal vear, &
State which had reached its cap could draw down Federa! funds for operational costs in excess of its
altotment from the capped entitlement.  Additionally, all Stares will be allowed to reallocare up to 10
percent of the combined total of their JOBS and WORK allooments from JOBS w0 WORK, or viee
versa,
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Flexibility. States will have considerable flexibility in operating the WQRK program. A State can
pursue any of a wide range of strategics to provide work o 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 financial incentives to hire JOBS graduates;

* Execute performance-based contracts with private firms or not-for-profit organizations
to place WORK participants 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 workers, or home
health aides; and

. Support micreenterprise and self-employment efforts, .
Participation Rates. Each State will be required to meet 2 participation standard for the WORK
program, defined as the Iower number of the following such that; 1) The mumber of WORK
assigrunents the State is required to Create (based on the funding aliocation) are actually fitled by
individuals assigned o the WORK programy; ot 2) At least eighty percent of those who reach the time
Emit ars assigned to a WORK siot (or in another defined status).

Allgeation of WORK Agsignments. If the nurnber of people needing WORK positions exceeds the
supply, the aliocation of WORK assignments is made in the following order. An individual whose
sanction period had just ended will be placed ity 2 new WORK assignment as rapidly as possible.
Persons new 10 the WORK. program will have priority over persons who have previously held a
WORK position. States will then be permitted 1o allocate the remaining WORK ass1gnmcnts G asio
maximize the chance of successful placements.

Interim Activities. States will have the option of requiring persons awaiting WORK assigniments
{e.g.. those who have just concluded 3 WORK assigament) 1o participate in other WORK program
activities, such as individual or group job search. Chiid 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 2 WORK assignment will be eligible for cash benefits in the interim.

Regujred Aggeptance of Any Job Offer. Both JOBS 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 not make the family financially worse off, An individual who refuses such an
offer will not be eligible for 2 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 job search assistance
during this period.
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Creersight. There will be 2 WORK advisory panei for each locality 1o provide oversight and guidance
to the WORK program. The advisory panel will include representation from unions and the private,
not-for-profit (including communify-based organizations}, and public (inchuding local government)
SECtOrs.

Length of Participation in the WORK Program. Individuals will be fimited to 2 maximum stay of 12
months in any single WORK assignment, after which they will be required 1o perform job search.

States will be reguired 10 conduct 2 comprehensive assessrent of any person who has compieted two
WORK assignments or who has spent af least two years in the WORK program. Following the
assessment, persons could be assigned to another WORK position, placed in deferred status, referred
back to the JOBS program, or, at State option, be removed from the rolls for refusing a job offer or
failing to rnake 2 good-faith effort to find unsubsidized werk where jobs are available to niatch their
skills.

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

Nondisplacement. The assignment of a participant 1o a subsidized job under the WORK program will
not resuit 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.

Supportivg Services. States will be required to guarantee child care, if needed, for any person in a
WORK assignment. States will also be mandated to provide other work-related suppontive services as
needed for participation in the WORK program.

{Zhamciensﬁcﬁ of the WORK A.&igmm

Wages. Participams will rypically be paid the minimum wage. ?ersons i WORK assignments who
are perforining work equivalent to that done by others working for the same employer will be
similarly compensated.

Hours. Each WORK assignment will be for a minimum of 13 hours per week and for no more than
35 hours per week. The number of hours for each position will be determined by the State.

Treatment of Wages with Respeet 10 Benefits and Taxes. Wages from WORK positions will be
treated as sarned income with respect (0 Federal and Federal-State assistance programs other than
AFDC. Panicipants 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 unemployment compensation law. Workers™ Compensation coverage wili be
provided at levels consistemt with the relevant Stare Workers' Compensation statute,  Earnings from
WORK positions will not be treated as earned income for purposes of calculating the Eamned Income
Tax Credit (EITC), in order to encourage movement into jobs sutside the WORK program,
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Supplememiation. A family with an adu!t in a WORK position whose income, net of work
axpenscs is lcss ihan téze AFI}C benefit for a family of the same size (in which no one is Wor!nng}
will be eligible for supplemental cash benefits t0 make up the difference. In other words, an earnings
supplement will be provided such that 2 family with an individual who is working in either 2 WORK
a&s;gmnem or an unsubsidized private sector job, will pever be worse off than a family of the same
size on assistance 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 moere genercus AFDC
carnings 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 shew up for work will not
get paid, Failure to work the set muanber of hours for the position will result in a corresponding
reduction in wages.

Individuals in the WORK program who, without good cause, voluatarily quit an unsubsidized job that
meets the minimum work standard would lose eligibility for the WORK program for a-period of three
momhs,

Type of Work. Under the WORK program, States will be encouraged to place 25 many WORK
participants as possible ins subsidized private sector positions. Many of thie WORK positions may also
be in the not-for-profit sector, with, for example, voluntary agencies, Head Siart centers, and other
community-based organizations,

Work Place Rules. Participants in the WORK program will experience the same working conditions
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 REFORM, AND CHILD CARE

A crucial component of welfare reform thar promotes work and independence is making work pay.
The Census Bureau reports that i 1992, 16 percent of all year-round, full-time workers had eamings
tos low to lifi a family of four out of poverty, up from 12 percent in 1974, The problem is
especially great for women: 22 percent--more than ong in five~of year-round, full-time fémale
workers had low eamings.

Simuitanesusly, the welfare systemn sets up & devasiating array of barriers for people who receive
assistance but want to work. It penalizes those who work by taking away benefits dollar for dotlar; it
imposes arduous reporting requirements for those with earnings but still on welfare; and it prevents
saving for the futute with 2 meager limit on assets. Moreover, working-poor families often lack
adequate medical protection and face sizeable child care costs, Too ofien, 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 wotk rather than welfare, |
Although they are not part of welfare reform legislation, the Eamed Income Tax Credit and heaith
reform are clearly two of the three major componens of making work pay.  Last suraner’s $21
billion expansion of the Earned Income Tax Credit (EITC) was 2 major step toward miaking it
possible for low-wage workers 1o support themselves and their familiss above poverty. When fully
inplemented, it wiil have the effect of making a $4.25 per hour job pay nearly $6.03 per hour for z
parent with two or more chikdren. Combined with food stamps, this tax credit helps ensure that
people who work full-time with a2 family at home will no longer be poor,

The next ¢ritical step toward making work pay is ensuring that all Americans have health insurance
coverage. Many recipients are trapped on welfare by their imability to find or keep jobs with health
benefits that provide the security they need. And too often, poor, non-working families on welfare
have better health coverage than poor, working families. The President’s health care reform plan will
provide universal access to health care, ensuring that no one will have to chouse welfare instead of
work to ensure that their children have health insurance. Both the EITC expansion and health care
reform wiil help support workers as they Jeave welfare to maintain their independence and self-
sufficiency. in one recent study, 83 percent of welfare recipients gaid they would leave welfare 1o
take 2 minimum-wage job immediately if it provided health coverage for their families. Another
study found that only eight percent of people who leave welfare for work get jobs that provide health
insurance. ‘

The plan includes two additional provisions that will increase the return from work for iow-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-refated and other disregards. The proposal
comtains several provisions to make work a more attractive option for recipients combining work and
welfare and to simplify the treatmens of income for recipients and caseworkers alike. States will be
required o disregard a minimum of $120 per month when calculating the AFDC benefit evel, but
will have flexibility to establish higher earnings disregard amounts o encourage work. In addition,
States will have the option to increase the current $50 per month ameount of child support paid by the
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noncustodial parent and passed through 1o the custodial parent (before the remaining child support is
used to reimburse the State for the cost of welfare). Al disregards and the child support pass-through
will be indexed to inflation to ensure that recipients who work or receive child support will be treated
consistently in the future.

At present, only 4 small percentage of EITC claimants take advantage of the option 1 receive part of
the BITC in advance payments throughout the year, While the reasons vary for the low utilization
rate, it is partly due o 2 lack of information and the fact that employers are responsible for
determining eligibility and administering the 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 allow States to conduct demonstration projects so make advance
payments of the EITC available 1o eligible residents through 2 State agency. Welfare recipients could
particularly benefit from receiving the EITC 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 for
families, especially single-parent families, to be able to work or prepare themselves for work, they
need dependable care for their ¢hildren. The Federal Government currently subsidizes child care for
low-income families primarily through the open-ended entitlement programs (AFDC/JOBS Child Care
and Transitional Child Case}, # capped entitlement program (At-Risk Child Care), and a discretionary
program (the Child Care and Development Block Grant, or CCDBG). Working AFDC recipients are
also eligible for the child care disregard, although in many places it is too low to cover the cost of
care (a maximum of $200 & menth for infams and 5175 a month for all other children), The
dependent care 1ax credit, which helps middle-income Americans, is seldom availabie for low-income
families hecause il is not refundable.

Curremt child care programs do not provide sufficient support for working-poor familles. In addition,
the separate programs are governed by inconsistent legisiation and reguiaticns, making it difficult for
Suares and parems 1o interact with 2 coherent system of care.  Finally, there are problems with quality
and supply of care, especially for infants and toddiers.

SUMMARY OF PROPOSAL

There are two main pans of the proposal designed (o make work pay for low-income families. ' First,
we will improve child care programs for families on public assistance arnd poor working families.
Second, we will allow States to reward work by changing the amount of earned income and child
suppar: payments that can be disregarded in caicalating benefit levels, and to conduct demonstrations
to disiribute the EITC on an advanced basis.
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Traprove Child Care for Low-Income Fmi}.iﬁ
’ Maintain the chiid care guarantee
. Increase ¢hild care funds for low-income working families
. Address guality and supply ;
i Coordinate rules across all.child care programs ’ ‘
. Create equity for participants using the child care disregard
Other Provisions to Make Work Pay
» Allow States t reward work and the payment of child support

1

. Permit demonstrations in four States 1o provide advance payments of the EITC
through State agencies

CHILD CARE

This welfare reform proposal will increase child care fimding 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-
menis. The proposal includes the following:

Maintain the Child Care Guarantee

People on public assistance will contisue 1o receive child care assigtance while working or in
education or training. Those who leave welfare will continue 1o receive a year of Transitional Child
Care. The child care guarantee will be extended to the WORK program.

Increase Child Care Funds for Low-Income Working Farnilies

We also propose significant new funding for child care programs available 1o low-income, working
families. The Ai-Risk Child Care Program, a capped entitlement available to serve the working poor,
18 capped a2 4 very low level and States have difficulty using it because of the required State match.
We propuse to expand this program significantly and to make the match rate consistent with the new
enhanced match e in other ’I'itie IV-A programs. :

It is hard o argue that Jow-income workmg families who have ngver been, or are no longer, on
welare are {ess needing or dmmng of child care subsidies than people who are on welfare. While
this proposal does niot provide a child care guarantge for all working poor families, it does provide 2
majos increase in support for them as well as for those on or moving off welfare.

Pl
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In addition, the Administration’s fiscal year 1995 budget calls for 2 22 percent increase in fﬁnding for
the Child Care and Development Block Grant (CCDBG). These funds support both services and
guality improvements,

Address Quality and Sapply

The goal of our child care proposal is to attain a careful balance betwesn the need o provide child
care support t0 as many low-income families as possibie and the peed o ensure the safety and healthy
development of children. We are also concerned that there are specific child care supply problems in
sorae geographic areas and for some children--especially infants and toddlers.

We will provide a set-aside in the At-Risk program to address quality improvements and supply
issues, Quality smprovements will include a range of activities such as resource and referral
programs, grants or {oans o assist in meeting State and local standards, and monitoring for
compliance with licensing and regulatory requirements, Supply issues will include a special focus on
the development and expansion of mfant and toddler care in low-income communities.

Coordinate Rules Across All Child Care Programs

We will help States 1o use Federal programs io Create seamnless coverage for persons who leave
welfare for work. States will be required to establish sliding fee scales and repost consistently across
programs. They will be able to place all Federal child care funding i one agency. Efforss will be
madde to link Head Start and ¢hild care funding streams to ephance guality 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 will conform to standards in the Block Grant (CCDBG)
program. These State-defined health and safety standards, together with two new Federal standaris
on immunization and prohibiting access to toxic substances and weapons, are effective, feasible
requirements designed o protect the health and safety of children. Except for these new Federal
expectations refated to hazardous substances and rnunization, States will continue to establish thelr
own standards; as a result, this change should not have a sigaificant effect on many States. We do
not believe the immunization standard should vary from State 1o State. Finally, we propose to engure
that all 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 Child Care Disregard

There is 2 particular problem with the AFDC income disregard for child care, since it is based on 2
Tow maximum monthly payment of $175 per child {$200 for infant care], and because the disregard is
effective onty after families incur child care expenses, resulting in a cash-flow problem for many poor
families. Simpty raising the dollar amoum of the disregard inadvertently makes a pumber of pew
families eligible for AFDC. At the same time, eliminating the disregard will make families ineligible.
Therefore, to achieve equity, we propose requiring States either 1o offer supplemental payments or 0
provide working families at Jeast two options for payment of ¢hild care costs {the disregard and one
other pavment mechanism).,
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OTHER PROVISIONS TO MAKE WORK PAY
Allow States {0 Reward Work and the Payment of Child Support

The existing set of AFDC sarnings disregard rules makes work an irrational option for many
recipients, particularly over tirne, Currently, all income received by an AFDC recipient or applicant
is counted against the AFDC grant except income that is explicitly excluded by definition.  States are
required o disregard income in several ways:  For each of the first four months of earnings,
recipients are allowed & $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
disrepard ends after 12 months. In addition, a child care expense disregard of $175 per child per
month (§200 if the child is under 23 & permiitted 1o be caleulated, Currently, $30 in child-support is
passed through to AFDC families with established awards. The EiTC is also disregarded in determin-
ing AFDC eligibility and benefus.

This proposal will elithinate the current set of disregard rules and esiablish a much simpler minimum
disregard policy at the Federal fevel, (The child care disregard will remain as described above.} We
will sllow considerable State flexibility in establishing policies beyond the minimum. Our proposal
includes the following four components:

] Require States to disregard at least 3120 in earnings, indexed for inflation, without regard 1o
time on AFDC, This is equivalent to the 380 and $30 income disregards that families now
get afier four months of earnings.

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

. Aliow States complete flexibility in determining which types of income should be considered
in developing a "fill-the-gap™’ policy (i.e,, income from earnings, child support or all forms
of income). Currently, if States fill the gap, they must apply all forms of income.

. The AFDC 330 pass-through of child support payments will be indexed for inflation; States
will have the option to pass through additional paymerits sbove this amount,

This proposal will yield a simpler system for recipients and caseworkers alike. It maximizes State
flexibility and makes work 8 more attractive, rational option. By allowing workers to keep more of
thetr cammg& it will increase the economic well-being of those workers,

1. Each State estsblishes an AFDC need standard (the income the State decides is the amoumt
essential for basic consurnption items) and an AFDC payment standard (100 percent or less of the
need standardy. Benefits are generally computed by subtracting income from the payment standard.
Under 2 "fill-the-gap” polity, benefits are computed by subtracting income from the mgher need
standard.
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Permit States to Provide Advance Payments of the ETTC through State Agencies

Under current law, low-income workers with children can elect to obtain up « 60 percent of the
credit in advance payments through their employers, and claim the balance of the ¢redit upon filing
their income ax returns. An emploves choosing to receive s portion of the EITC in advance files a
W-5 form with kis or her emplover, and the employer caleulates the advanced EITC payment based
on the employee’s wages and filing status and adds the appropriate amount {o the employee’s
paycheck, ’

Despite the overall success of the EITC, its delivery could be improved, particularly by enhancing the
probability that the BEITC will be claimed in advance throughout the year rather than 2s & year-end,
lump-sum paymert. Recent data indicates that fewer than one percent of EITC claimants have
received the credit through advance payments through their employers, While the reasons for the
current low utilization rate are not fully known, a recent GAO study found that many low-income
taxpayers were unaware that they could claim the credit in advance. Weifare recipients, i particular,
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 EITC.

This proposal will allow up to four States 1o conduct demonstrations to promote the use of the
advance payment option of the EITC by shifting the cunteach and administrative burden from
employers to selected public agencies. Such agencies may inciude public assistance offices (AFDC
and/or Food Stamps), Employment Services Offices, and State finance and revenue agencies. Where
appropriate, States may coordinate advance pavments of the EITC with payments of other Federal
benefits (such as food starnps) through electronic benefit technology. Technical assistance will be
provided by the Federa) government, and each demonstration will be rigorously evaiuated.
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PREVENTING TEEN PREGNANCY
AND PROMOTING PARENTAL RESPONSIBILITY

H

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

Teenage pregnancy is a particudarly troubling aspect of this problem. The number of births o teen
unwed mothers (under age 20) has quadmp%ed in the last 30 years, from 82,000 in 1960 1¢ 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 Anmie E. Casey Foundation, almost 80
percent of the children born to unmarried teenage high schoo! dropouts live in poverty. In contrast,
the poverty rate is only eight pereent for children of voung pecple who deferred childbearing until
they graduated from high school, were tweniy years ofd, and married. Teenage chiidbearing often
leads to school drop-out, which results in the failure o acquire the education and skills that are
needed for success in the labor market. The majority of these teenagers end up on welfare, and
aceording to Advocates for Youth (formerly the Center for Population Options) the annual cost to
taxpayers is about $34 biltion o assist families begun by a teenager.

Baoth parents bear responsibility for providing emotional and moral guidance, as well as gconomic
support, to their children. Teenagers who bring children into the world are not yet equipped to
discharge this fundamental obligation. If we wish 10 reform welfare and put children first, we must
find effective ways of discouraging pregnancy among young people who cannot provide this essential
support. We must send a clear and unambiguous signal — you should not have a child uatil you are
able to provide for and nurnire that child.

For those who do become parents, we must send an equally ciear message that they will have 1w take
responsibility, even if they do pot live with the child, In spite of the concerted ¢fforts of Federal,
State, and local governments o 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 is approximately $48 billion per year.
Yet only $20 billion in awards are currently in place, and only $14 billion is actally paid. Thus, we
have 3 potential coliection gap of about $34 billion.

The current system sends the wrong signals: all too often noncustodial parents are not held responsi-
be for the children they bring into the world, Only about half of all custodial parents receive any
child support, and onfy about one-third of single mothers (both never-married and formerly-married)
receive any child support. The average amount paid is just over 32,000 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 owt of wedlock.
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The chiid support problem hzs three main glements.  First, for the majority of children bom out of
wedlock, a child support order is never established. Roughly 57 percent of the potential collection
gap of $34 billion can be traced o cases where no award is in place. This is largely due 10 the
failure to estabiish paternity for children born out of wediock. Second, when awards are established,
they are often too Jow and have not sufficiently kept up with changes in the earnings of the
noncustedial parent over time. Fully 22 percent of the potential gap can be traced to awards that
were either set very low initially or never adjusted as incomes changed. Third, of awards thai are
established, the full amoumt of child support is not paid in half the cases. Thus the remaining 21
percent of the porential collection gap is due to failure to fully collect on awards already in place.

For children to achieve real economic security and 1o avoid the need for weifare, they oltimately need
support from both parems. When parents fail to provide suppon, the chikiren pay —~ and so do we.
Still, under the present system, the needs, concerns, and responsibiiities of noncustodial parents are
often ignored. The system needs to focus more altention on this population and send the message that
fathers matter. We ought to encourage noncustodial parents to remain mvoeived in their children’s
lives ~ not drive them further away. Parents who pay child support restore 2 connection that bo

they and thair children geed, '

SUMMARY OF PROPOSAL

The ethic of parental responsibility s fundamental. No one should bring a child into the world until
both parents are prepared to support and nurure that child. We need to bnplement approaches that
both require parental responsibility and help individuals to exercise . First, we propose 2 national
effort (o prevent teen pregnancy. Seoond, we need special efforts (0 encourage responsible parenting
among those on assistance, especially very young mothers. Third, we st coliect more child
support on behalf of all children living in single-parent famifies.
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Reducing Teeo Pregnancy and Out-of-Wedlock Births

»

Lead a national campaign against teen pregnancy
Establish a national clearinghouse on feen preguancy prevention
Provide teen pregnancy prevention grants

Conduct comprehensive service demonstrations of various prevemion
anprouches :

Incentives for Responsible Behavior

*

L4

Require minor parems to live gt home
Require school-age parents 10 stay in school

Allow States to Hunit additional benefits for additions! children conceived while on
AFDC

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

Child Support Enforcement

»

Establish as;vards in every case

Ensure fair award jevels

Collect awards that are owsd

Child sopport enforcement and assurasce demonstrations

Enhance responsibility and opportunity for noncustodial parents

REDUCING TEEN PREGNANCY AND OUT-OF-WEDLOCK BIRTHS

We need to send z strong signal that &t is essential for young people 1o delay sexuval activity, as well
as having children, until they are ready to accept the responsibilities and consequences of these
actions. I 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 able 0
nuriuse their offspring. We have four proposals in this area:

)
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D7 14 *The President will lead 2 national campaign against
teen pregnancy zhzz chaiiaages aZi aspeczs zsf society — husiness, national and community voluntary
organizations, religious institutions, and schoois — ¢ join in the effort 1o reduce teen pregnancy. The
campaign will emphasize the broader themes of econonic opportunity, along with the personal
responsibility of every family in every community. Government has 4 role 1 play in preventing teen
pregnancy, but the massive changes in attitudes and behavior that have ocourred in recent decades
cannot be deale with by Government alone,

Nationa! and individual goals will be established o define the mission and 10 guide the work of the
national campaign. The goals will focus on measurable aspects of the broader opportunity and
responsibility message for teen pregrancy preveniton, such as graduating fron: high school; deferring
childbearing until one is economically and emotionally prepared to support a child; and accepting
responsibility for the support of one’s childres.

A non-profit, non-pattisan privately funded entity committed to these goals will be established to pull
together national, State, and focal efforts through the media, schools, ¢hurches, communities, and
individuals. 1ts membership will be broad-based, including youth, elected officials at all levels of
government, and members of religious, sports, and eptertainment communities. In addition, a Federal
interagency group will provide information and coordinate the range of Federal programs in this area
actoss program and department lines.

: ot 130 revention. A Natiomal Clearinghouse on Teen
Prz:gnancy ?rcvemzozz w1lI be csmbizshed to serve as 3 national center for the collegtion and
dissemination of information related to teen pregnancy prevention programs. Such information will
inciude currtcula, models, materials, training, and technical assistance. The Clearinghouse could also
develop and sponsor training institutes for teen pregnancy prevention program swaff and could conduce
evaluations of prevemtion programs,

3 Prevention Grants.  To be most effective, a prevention strategy must begin with pre~
Em foctzs 1mtlaﬁy on the young people who are most aterisk, and emphasize school-based, school-
linkedt activities and complementary community action. Under the Teen Prepnancy Prevention Grant
Program, about 1,000 schools apd community-based programs will be provided flexible grants,
ranging between $50,000 and $400,000 each. Communities will be expected to use these funds to
teverage other resources w implement teen pregnancy prevention programs that have local community
support. Funding will be targeted to schools with the highest concentration of at-risk youth ard will
be available 10 serve both middie- and high-schoot-age vouth. The goal will be to work with youth as
early as age 10 and to establish continuous contact and involvement through graduation from high
school. To ensure quality and establish a visible and effective presence, these programs will be
supervisedl by professional staff and, where feasible, be supporied by a team of national service
participants provided by the Corporation for National and Community Service. These grams will be
coordinated with other Administration activities and will include an evaluation component.

Communities. An effeczzve apg:iz‘oach to wducmg zeen prr:gmncy mnst gmnﬂy cmphasm increased
personal responsibility and enhanced oppormunity, Particular emphasis must be paid to the prevention
of adolescent pregnancy before marrisge, including sex education, abstinence education, life skills
education, and contraceptive services. Programs that comsbing these elements have shown the most
protise, especially for adolescents who are mntivated to avoid pregnancy until they are married,
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However, for those populations where adolescent pregnancy is a _sympmm of deeper problems, a
wider spectrum of services and more intensive offorts may be necessary.

For this reason, we propose comprehensive community-based demonstration grants of sufficient size
or “critical mass” to significantly improve the day-to-day experiences, decisions, and behaviors of
yowh. Ldcal governments andd local public and private non-profit organizations in high-poverty areas
will be eligible 10 apply. Sites will be asked o cover five broad areas, with significant flexibilisy:
health services, educational and empioyability development services, social support services,
community activities, and empioyment epportunity development activities. The grants will follow a
“vouth development” model and will address 2 wide spectrum of areas associated with youth Hving in
a healthy comumunity: cconomic opportunity, safery, health, and education. These demonstrations
will include a strong evaluation component and wil} be ccordmazed with other Adzmmstratmn
activities,

INCENTIVES FOR RESPONSIBLE BEHAVIOR
Personal responsibility belongs at the heart of every government program. We believe that very clear
and consistent messages about parenthoed, and the ensuing responsibilities, hold the best chance of
encouraging young people to defer parenthood. A boy who sees bis brother required o pay about 20
percent of his income in child suppont for 18 years may think twice about becoming 2 father. A girl
who knows thai young motherhood will not relieve her of obligations to Hve at home and go to school
may prefer other choices. We hope and expect that a reformed system that strongly reinforces the
responsibilities of both parents will help prevent too-early parenthood and assist young parents
becoms self-sufficient,

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

Minpr parenis Hive at home. Teenagers who have children are still children themselves and need adoh
supervision and guidance. The welfare system should not encourage young people who have babies
to Jeave home and receive a separate check. Minor parents will be required to live in their parents’
honsehold, except when, for example, the minor parent is married or there i a danger of abuse to the
minor parent or her child. In such cases, States will be encouraged to find a responsible adult with
whom the minor mother can live. Current AFDC rules pernit minor mothers to be "adult
caretakers” of their own children. This proposal will require minor parents to live in an environment
- where they can regeive the support and guidance they need. At the same time, the circumstances of
each individual will be taken into account.

: : of. States will be required to provide case management
services to all custedlal parents zccczvmg AFDC who are under age 20, We will ensure that every
school-age parent or pregnant teenager who is on, or applies for, welfare enrolls in the JOBS
program, continues her education, and is put on a track to self-sufficiency. Every school-age parent
receiving AFDC (male or fermale, case head or not) will be subject to JOBS participation requirements
from the moment the pregnancy of paterity is established. All JOBS rules penaining to personal
-responsibility comtracts, employability plans, and participation will apply to teen parents.
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weifaz'e anefiIS auzazzzaucaziy mcmase wuh the birth of an ad&zz:mmi aizzid Undcr the proposal,
States will have the option to limit benefit increases when additional children are conceived by parents
already on AFDC. Seates will be required to allow families to "earn back” the lost benefit amount
through disregarded income from earnings or child suppm and to ensure that parents have stcess w
family planming services.

State gptions for ingentives 1o reward re avior, * States will be given the option (o use
monetary incentives combined with sanctions as zmiuccmem 10 encourage young parents to remain in
school or GEI) class. They may also use incsntives and sanctions 10 encourage participation in
appropriate parenting activities. This option is similar to Ohio’s Learning, Barning, and Parenting
(LEAP) program. ‘

CHILD SUPPORT ENFORCEMENT

A typical thild born in the United States today will spend some time in a single-parent 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 ewo parents. In spite of the concenied efforts
of Federal, State, and local governments o establish and enforce ¢hild support orders, the current
system fails to ensure that children receive adequate support from both parents, Recent analyses by
The Urban Institate suggest that the potential for ¢hild support collections is approximately $48 hillion
per year. Yet only 320 billion in awards are currenty in place, and only $14 billion i¢ acally paid.

The problem is essentially threefold  First, for many children born ot of wedlock, a child support
order is pever established. Second, when awards are established, they arg often too Jow, are not
adiusted for infiation, and are not sufficiently correlated to the earnings of the noncustodial parent.
Amd third, of awards that are established, the full amount of child support is collected in only about
haif the cases. Our proposal addresses each of these shortcomings,

Establish Awards in Every Case

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

Paternity establishment is the first crucial step toward securing an emotional and financial connection
berween the father and the child. Recopnizing the critical importance of establishing paternity for
every child, the Administration hag already launched 2 major initiative in this direction by the creation
of in-hospital paternity sstablishment programs passed as pant of the Omnibus Budget Reconciliation
Act of 1993 {OBRA 1993). Research suggests that the number of paternities established ¢an be
increased dramatically if the process begins at birth or shortly thereafier, when the father is most
likely to be present.
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Parenting 2 child must be seen as an important responsibility that has consequences. For young
fathers, this means that pareniing & child will have real financial consequences for the suppont of that
chitd. The responsibility for paternity establishment should be made clearer for both the parenis and
the agencies. If an AFDC mother provides verifiable information abous the father, State agencies
frust establish paternity within strict timelines.

This proposal expands the scope and | 1mpmm the effectiveness of current State paternity
establishment procedures.

g i ' ess. The legal process for establishing paternity will be
strmn%med so that States can es:ablxs?z patezmty qmz:kiy amed effictently. Early voluntary
acknowiedgement of paternity will 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
¢ procesy routine cases without having to depend so heavily on already over-burdened courts.

Cooneration from Mothers as 3 Condition of AFDC Benefits. The responsibility for paternity
establishment will be madle clear both to parenis and the agencies. Mothers who apply for AFDC

must cooperate fully with paternity establishment procedures prior 1o receiving benefits and witlbe
heid to 3 pew, stricter definition of cooperation which requires that the mother provide the name and
other verifiable information that can be used to Jocate the father. The process for determining
cooperation will also be changed ccoperanan‘* 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 {o receive welfare benefits, Those who refuse 10 copperate
will be denied AFDC benefits. Good cause exceptions will continue 1o be provided in appropriate
circumstances. In rorm, once an AFDC mother has cooperated in providing information, States will
have one yeur to establish paternity or risk losing a portion of their Federal match for benefits.

Paterniity Outreach. Outreach and public education programs abmed at voluntary paternity establish-
ment will be greatly expanded in order {o begin changing the attitudes of young fathers and mothers,
Outreach efforts at the State and Federal levels will promote the importance of paternity establish-
met, both 25 a parental responsibility and 25 a cight of the child to know both parents.

Parernity Performance and Measurement Standards. States will be encouraged to irnprove their
paternity establishment rates for all out-of-wediock births, regardless of welfare status, through
performance-based incentives. A new paternity measure will be implemented that is based on the
number of paternities established for gl cases where children are born 10 an unmarried mcfﬂwrf

Admind ablish s Base _ Eszabhshmg Support awards 15
cmicaz xo cnsurmg zhaz ch:idren mcewc the suppon they deserve, Cinid Support (IV-D} agencies will
he given the administrative authority to establish the child support award in appropriate cascs, based
on State guidelines.

Ensure Fair Award Levels :
Fully 22 percent of the potential child support 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 1o use

presumptive guidelines 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, in
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one study, the minimum amount of support due from low-income noncustodial parents required o pay
support for one child varied from $259 per month in Alabama, to $241 in Califoraia, $50 in
Massachusests, and $25 in New York., While the use of State-based guidelines has led 10 more
uniform treatment of similarly.-situated parties within a State, there is still much debate concerning the
adequacy of support awards resulting from guidetines.,

Another concern is the faflure 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 original Tevel. Updating tvpically increases awards over time because the
noncustodial parent's income generally increases after the award is set, while inflation reduces the
value of awards. However, the noncustodial parent who loses his job or experiences 2 legitimate
drop in earnings would also benefit from updating because adjusting their gwards will reduce the
accumulation of arrearages,

This proposal seeks to reduce the impact of inadequate child support awards and (o pmvlde
distribution policies that enable families to more easily move from welfare to work.

Madzfica tions of Chi ders. Universal, periodic, administrative updating of awards will
be reqguired for both M’DC and ;wu«AFi)C 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
is warranted, will be lifted from the non-AFDC mother and it will be done awtomatically, unless both
parents decline a2 modification.

istributi hild ort Paymems. Child suppon distribution policies will be made more
responstve to the needs of families by re-ordering child support distribution priorities. For famtlies
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 marringe will have any child support arrearages owed to the
State forgiven under centain chroimstances. States will also have the option 10 pay current child
support directly 10 families who are recipients. Families often remain economicaily vulnerable for a
substantial period of time after leaving AFDC. In fact, about 45 percent of those who now leave
welfare return within one year. More than 70 percent return within five years. Ensuring that all
support due 10 the family during this critical transition period is paid to the family can mean the
difference batween self-sufficiency or a return to welfare,

gsi ild Supp. sidelines. Under the proposal, a Natwnai Guidelings
Comzmssmn will be mtablw?zed to smd} the issue of child support guidelines and make recommenda-
tions o the Administration and Congress on the éesrrab;i:r; of uniform zzazzonal guidelines or national
parameters for setting State guidelines.

Collect Awards That Are Owed

The full amount of child suppori is collected in only about half the cases. Currently, enforcement of
support cases is oo ofien handled on 2 complaint-driven basis, with the IV-D agency taking
enforcement action onty when the custodial parent pressures the agency te do so. Many enforcemenmt
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 sble to rely on automation and
MASs ¢ase processing.
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This proposal includes provisions for central registries and other fools to improve both intra- and
interstate enforcement,

State Role. A Siate-based system will continue, but with bold ¢hanges which move the system toward
2 more uniform, centralized, and service-orientsd program. The need has grown for one central State
location 10 collect and distribute payments in 2 timely manner. The ability to maintain accurate
records that can be centrally accessed is critical.  All Srates will maintain 2 central registry and
ventralized collection and disbursement capability, The registry will maintain current records of 2l
support orders and work fn conjunction with a ceniralized payment center for the coliection and
distribution of child support payments, The State-based central registry of support orders and
centralized colection and disbursement will enable States 10 make use of economies of scale and vse
modern technology, such as that used by business — high speed check processing equipment,
automated madl and postal procedures, and amomated billing and statement processing.

Centralized collection will vastly simplify withholding for employers since they will only have (o send
payments 16 one source. In addition, this change will ensure accurate accounting and monitoring of
payments. State staff will monitor support payments 10 ensure that the support is being pald, and they
wiil be able to impose certain enforcement remedies 4t the State level administratively and
automatically. Thus, routine enforcement actions that can be handled on 8 mass or group basis will
be imposed through the central Mate offices using computers and automation. For States that opt to
use local offices, this will supplement, but not replace, local enforcement actions.

In addition to the current Stare caseload, all new and modified orders for support will be included in
the central registry and will receive ¢hild support enforcement services automatically, without the
need for an applivation, Certain parents, provided that they mest specified conditions, can chovse to
make their payment outside the registry.

States must move toward a child support system for the 21se century, With 15 million cases and a
growing caseload, this will not occar by simply adding more casewarkers. Routine cases have 1o be
handled in volume. The central registry, centralized collection and disbursement system, increased
adminisirative remedies, and oversll increase in automation and mass ¢ase processing are ali
necessary for the operation of a high performing and effective child support enforcement system.
Giving State agencies the ability 1o take enforcement action immediately and automatically removes
the burden of enforcing the obligation from the custodial parent, usually the mother,

Federal Role. The Federal role will be expanded to ensure efficient location and enforcement,
particularly in interstate cases. In order w coordinate activity at the Federal level, a National
Clearinghouse {(NC) will be established, consisting of three components: an expanded Faderal Parent
Locator Serviee (FPLS), the Natiopal Child Support Registry, and the National Z)zz‘aezory of New
Hires.

Interstate Enforcenent. New provisions will be enacted o improve State efforts 1o work interstate
child support cases and 1o make interstate procedures more uniform throughout the country. The
fragmented system of State child support enforcement has caused tremendous problems in collecting
support across Seate lines. Given the fact that 30 percent of the current caseload involves imersiate
gases, 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 U8,
Commission on Interstate Child Suppon will be included o improve the handling of imerstate cases,
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such as the mandatory adoption of the Uniform Interstaze Family Suppert Act (UIFSA) and other
measures to make the handling of interstate cases more uniform.

License Suspension. States will be required to use the threar of revoking professional, occupational,
and drivers’ licenses to make delinguent 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 tools they need, especially to

reach the self-employed and other individuals 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 wransfers of assets, interest and late penalties on arrearages,
expanded use of credit reporting, sasing bankruptey-related obstacles, and authority to use the same
wage garnishment procedures for Federal and non-Federal employees.

Training and Emplovment Programs for Noncustodial Parents.  States will have the option of
developing JOBS and/or work programs for noncustodial parenis who have chiidren receiving AFDC
or who have child support arrearages owed to the State from prior periods of AFDC receipt by their
children. A State could alleeate a portion of Hs 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 coliections dramatically - most noncustodial
parents pay their support rather than perform court-ordered comununity service. For those without
job skills or jobs, these programs provide the opportunity for noncustodial parents to fulfill their child

suppornt obligations.

Performance-Based Systerm. The entire financing and ingentive scheme will be reconstructed, offering
Seates new performance.based incentive payments geared toward desired outcomes, Federal technical
assistance will be expanded to prevent deficiencies before they occur.  While penalties will still be
availabie 10 ensure that 8tates meet program requirements, the audit process will emphasize a
performance-based, "State-friendly” approach. There is almost universal agreement that the Current
funding and incentive structure fails fo achieve the right objectives. These new tools can only be used
effectively if States have the necessary funding and incentives 10 run good programs.

Child Support Enforcement and Assurance (CSEA) Demsonsirations

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 payvment. In other
cases, the father is unemployed and cannot pay that month. In still other cases, the State simply fails
in its duties to collect money owed. The proposal calis for a limited number of time-limiied Child
Support Enforcement and Assurance demonstrations which will attermnpt to link expanded efforis at
child support collections to somne level of guaranzee 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, 32,000 annually for one child and $3,000 for two. This
does not relieve the noncustodial parent of any obligations. It simply ensures that the child will get
some money even if the State fails to collect it immediately.
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Child suppon enforcement amnd assurance is meant 1o test ways to ease the difficult rask of moving
people from welfare to work. It is designed o allow single parents to count on some child support,
usually from the noncustodial parent, bt from the assured child support payment if the noncustodial
parent becomes unempioyed or cannot pay child support. States that try this demonstration will have
the option t¢ Hnk it with programs that require the noncustodial parent to work off the amount owed.

CSEA protection will be provided only to custodial parents who have a child support avard in place,
50 mothers should have more incentive to cooperate in the identification and location of the
noncustodial father, since they will be able 1o count on receiving benefits, CSEA benefits will
nornmlly be subtracted doliar for dollar from weifare payments. In most States, 3 woman on welfare
will be no better off with CSEA, but i she leaves welfare for work, she can still count on her child
support payments. Thus, work should be much more feasible and attractive,

Enhance Responsibility and Opportunity for Noncustodial Parends

There is considerable overlap between issues coacering child support enforcement and issues
concerning noncustadial parents. The well-being of children who Hive with only one parent will be
enthanced if emotional and financial support is provided by both of their parents. Yet, the current
child support enforcement system is ill-equipped to handle cases in which noncustodial parents cite
unemployrremt a8 the reason for their failure to make couri-ordered support payments. 1t also pays
scargt grention to the nexls and concerns of noncustodial parenis — instead of encouraging
noncustedial parents o remain involved in their children's Lives, the system often drives them away,

We need 10 make sure that all parents live up to their responsibilities. If we are going 1o expect more
of mothers in welfare reform, we must not ket fathers just walk away. A sumber of programs show
considerable promise in helping noncustodial parents reconmect with their children and fulfill their
financial responsibilities to support them. Some programs help parents do more by seeing that they
get the skills they need 10 hold down a job and supposs their children, Other programs require
noncustodial parents to work off the support they owe. It is also important o show parerts who get
involved in their children’s lves again thar when they pay child suppont, they restore a connection
they and their children need, '

This proposal will focus more aitention on noncustodial parents and send a message that “fathers
matter.” The child suppon system, while genting tougher on those who can pay suppon but refuse ¢
do so, will also be fair to those noncusiodial parents who show responsibility toward their children.

Work and Training for Noncustodial Parents. States will have the option 10 use a partion of JORS
and WORK program funding for training, work readiness, educational remediation, and mandawry

work programs for noncustodial parents of AFDC recipient children who cannot pay chikd support
duz to unemployment, underemployment or other employability problems. States will be able to
choose to make participation by noncustodial parents mandatory or voluntary and will have
tonsiderabie flexibility in designing their own programs.
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Demonstration Grants for Paternity and Parentng Programs.  Paternity and Parenting Demonstration
grants will be made to States and/or community-based organizations to develop and implement

noncustodial parent components in conjunction with existing programs for high-risk familiss {e.g.,
Head Stars, Healthy Start, family preservation, tesp pregnancy, amd prevention). These grants will
promote responsible parenting, emphasize the importance of paternity establishment and economic
security for children, and develop parenting skills,

A
Access and Visitation Grants 10 States. Paternity actions will stress the importance of genting fathers
involved earlier in their children’s lives. These grants will be made to Sates for programs which
reinforce the desirability of children having continued ageess to and visitation by both paremts. These
progranis inciude mediation (both volumtary and mandatory), counseling, education, development of
parenting pians, 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 ASSISTANCE

The current welfare system is enormousiy complex. There are muitiple 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,

f

SUMMARY OF PROPQSAL

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 leveis. The proposal o reinvent government
asgistance contains three malor components:

Coordipation, Simplification, and Improved Incentives in Income Support Programs

. Alow States 1o eliminate special requirements for two-parent fam%’iiﬁ
. Allow families to own a reliable automobiie

. Allow families to accumulate savings

. Other coordinmtion and simplification proposals

* Scif-cm;&iaymeqtinﬁcmenwzprise desnonsirations

. Lim# definition of essential persons

Aceountability, Efficiency, and Reducing Fraud

* A nationwide public assistance clearinghouse
. State wacking systems
* Expansion of EBT systems

A Performance-Based System
» New performarice measures and service delivery standards
- fmproved guality assurance system

» Technical sssistance
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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, 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 emable caseworkers to spend less
time on determining ¢ligibility for various programs and more time on developing and implementing
strategies to move clients from welfare to work.

Some of these rules have led to criticism of the welfare system because it imposes 2 "marriage
penalty”™ to recipients who choose to wed by potentially making the married-couple family ineligible
for asgistance. Eliminating the current bias in the welfare system against two-parent families will
encourage parents to remain ogether and prevent one paremt from leaving the home in order for the
other parent 10 receive welfare for the children. .

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

Allow States to Eliminate Special Requirements for Two-parent Famifies

AFDC eligibility for two-parent families is currertly limited o those in which the principal wage
earner is unemployed and has worked six of the {ast 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 famdiies, including the 100 hour rule, the 30 day
unemployment requirement, and the employment test. For States that elect to maintain a 100 hour (or
modified) rule, WORK program participation will not count toward the ruie. I addition, this
proposal removes the sunset provision that allows for the termination of the AFDC-UP program in
September 1998, and makes it 2 permanent program. These changes will allow States to better
address the needs of intact working poor families.

Allow Families {0 Own a Relisble Antemobile

Reliabie transporation will be essential fo achieving seif-sufficiency for many recipients in a time-
lirgited program - if we are expecting them © work, we should allow them to have 2 refiable car that
will get them o work., A dependable vehicle is important to individuals in finding and keeping a job,
particularly for those in sreas without adeguate public transportation,  Both the AFDC and Food
Stamp programs need a resource policy that supports acquiriag reliable vehicies.

For AFDC, the permitied squity value for one car is set at 31,500 or a lower value set by the State.
In the Food Stamp Program, the portion of a car’s fair market value in excess of $4,500 is counted
toward the resource limit, although a car of any value can be exciuded in certain limited circum-
stances. In both programs the avtomobile limitations can be a substantial barsier to independence,
Current AFDC policy would prevent total exclusion of most cars less than eight 10 ten years oid. As
part of welfare reform, the Secretary of Health and Human Services will exercise existing regulatory
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authority to increage the AFDC automobile Hmit to an equity value of $3,500, which is more
compatible with the current Food Stamp fair markes value Timit,

Altow Families to Accrmaulate Savings

As part of the welfare reform effort, we will explore a range of strategies, above and beyond
education and job training, 1 help recipients achieve seif-sufficiency. Encouraging welfare recipients
10 save money to build for their future andd allowing them to accumulate savings for specific purposes
will help promote seif-sufficiency. Strategies will include raising the AFDC asset lunit, conforming
AFDC and Food Stamp program rules on what counts as an asset, and empowering welfare recipients
to start their own businesses.

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

The current inconsistency of asset rules across programs creates needless confusion and administrative
complexity. We will take steps to reduce the administrative complexities that exist in the treatmenmt of
assets and resources for the purpose of determining +ligibility 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 life
mmsurance policies, and transfer of resources. These conforming changes achieve simplification by
streamiining the administrative processes in both programs.

Recipients will be permitted to accumulate savings in Individual Development Accounts (IDAS) for
specific purposes such as post-secondary education expenses and first-home purchases. Subsidized
IDAs, in which savings by recipients would be matched by Federal government dollars, will be tested
on 2 demonstration hasis. Non-recurring lump sum income wili not be counted as & resource with
respect o continuing eligibility to receive benefits in either AFDC or Food Samps if put into an
IDA.

Other Coordination and Simplification Proposals

Additional AFDC and Food Stamp program changes would simplify and coordinate rules to
encmmge work, family formation, and asset accurnulation. These inchxde:

Optional Retrogpectd Jueting. The proposal will conform AFDC fo the Food Stamp Program’s
more flexible mqu;reamms for rcprortzzzg and budgeting income. Under Food Stamp Program rules,
States are given the option 1o use prospective or retrospective budgeting with or without monthly
reporting.  This proposal will foster consistency berween the AFDC and Food Stamp programs and
give Siates greater flexibility to administer their programs.




Treatment of income. 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 snd
Food Stamp programs, 1o streamiline both programs and/or o reintroduce positive incentives for
recipients to work. Several provisions will meet these objectives.

The proposal will exclude nor-recurring lump sum payments from income for AFDC purposes, and
disregard reimbursements and EITC as resources for both programs. Larmp sum paymems, such as
EITC or reimbursements, will be disregarded as resources {or one year from the date of receipt to
allow families 10 conserve the paviments to mest future living expenses. In addition, we will
disregard all education assisiance received by applicants and recipients in both the AFDC and Food
Stamp programs. The eamings of most elementary and secondary students up to age 1% will be
disregarded, as will all training stipends and allowanses, including JTPA. In-kind mcome, both
earned and unearned will be disregarded. Food Stamp rules will conform to AFDC to exelude
inconsequential income up to $30 per individual per quarer. Allowances, stipends, and educational
awards received by volunteers participating in 4 National Service Program wili be disregarded for
AFDC purposes to conform to Food Stamp policy. Targeted eaned income disregards for on-the-job
training programs ot jobs will be eliminared.

Together these proposais will make the treatment of income simpler for both recipients and welfare
officials to understand. They will make work and education & more attractive, rational option for
those who would continue 10 receive assistance and they will improve the economic well-being of
those who need to combine work ard welfare.

Cther Conformities. We propose conforming and streamlining AFDC and Foad Stamp policies
regarding underpayments and verifications. Underpayments will be restored to both current and
former recipients for amounts underpaid due 10 agency error for 2 period not 0 exceed 12 months,
While verification of information needed for gligibility and benefit determinarions will continue o be
critical ¢ delivering assistance, States will be given flexibility to simplify verification systems,
methods, and timeframes for income, identity, alien status, and Social Security Numbers. AFDC
requirements concerning declaration of citizenship and alien starus will be amended 1o conform o
Food Staynp policy. States will be permitted to implement Federal income tax intercept progmzzs 10
eollect outstanding AFDC overpaymenis, as currently available for Food Stamps.

Territories. The territories operate AFDC, Aid to the Aged, Blind, and Disabled, JOBS, chiid care,
and Foster Care programs under the same eligibility and paymemt reguirements 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 miition 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 onty one adiustment s these caps in 15 years, has seriously Jimited the
territories’ abilities to provide, let alone increase, benefits, Further, beginning October, 1994, Puerto
Rico will be required 10 extend eligibility to two-parent families.
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This proposal will continue 10 give territories the authority to operate public assistance programs and
adequate means to do o, We will increase the current caps by 25 percent to Create realistic funding
levels for the territories that are reflective of the currem economy amd caseload. We will alse create
a mechanistn for indexing the caps to provide for occasional adjustmems in funding levels to
guarantee that funding is linked 1o economic conditions. Requirements to operate AFDC-UP
programs in the territories will be eliminated. In addition, territories will be permitted, but not
required, 10 implement a two-year time lunit and the WORK program,

Saif-Employment/Microenterprise Demonstrations : t

The proposal includes a self-employment/microenterprise demonstration program. This program will
attempt to promote seif-employmerst among welfare recipients by providing access both to microloan
funds and to technical assistance in the areas of obiaining foans and starting businesses. The
demoenstration will explore the extent to which seif-employment can Serve as 3 route to seif-
sufficiency for recipients of cash assistance by encouraging persons on assistance to start
microenterprises (small businesses). In addition, authority will be granted o the Departments o
develop joint regulations to exclude resources necessary for self-employment,

Limit Definition of Essential Persons

Under current Jaw, States zre permitied, at their option, to include in the AFDC gram benefits for
persons who are considered essential to the well-being of an AFDC recipient in the family. Such
individuals are not eligible for AFDC in their own right, but their needs are taken into account in
determining the benefits payable © the AFDC family because of the benefits of services they provide
to the family. Currently, 22 States have selected the option of including essential personms ag part of
the AFDC unit. This proposal will limit the kinds of individuals that 2 State may identify as
"essential” to climinate’ the loophole that allows families to bring relatives Jike adult siblings into the
AFDC unit regardless of the tole they play in the family. 'We propose defining essential persons as
only those who: (1) provide child care that allows the cargtaker relative o pursue work and
education, or {2) provide care for an incapacitated AFDC family member in the home.

ACCOUNTABILITY, EFFICIENCY, AND REDUCING FRAUD

Improvements in administration of welfare programs through the use of computerized information
systems began in the Jate 19705, but efforls have been sporadic, fragmented, and have resulied in
varying degrees of sophistication, often depending on available funding incentives. Many of these
systerns have serious limitations, including limited flexibility, lack of interactive access, and limited
ability to electromeally exchange data. Meltiple and uncoordinated programs and complex regulations
almost seem to invite waste, fraudulent behavior, and stmple error.

Computer and information technology solutions will support welfare reform by providing new
automated scrsening and intake processes, eligibility decision-rmaking tools, and benefit delivery

« techniques, Application of modern rechinologies such 8 expen systems, relational databases, voice
recognition units, and high performance computer networks wili permit the development of an
information infrastructure and system that is able to eliminate the need for clients 1o 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; fuily share computer data
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with programs within the State and among States; and provide the king of case tracking and
management that will be needed for a time-limited welfare system.

We are proposing to make use of new technology and automation to develop an information
infrastructure that allows State-leve! integration and interfacing of multiple systerns {including AFDC,
food stamps, work programs, child care, child supporn enforcement, and others} and offers the chance
to implement transitional programs which ensure quality service, fiscal accountability, and program
integrity. States will be able 10 use the location and receipt of AFDC and the names and Social
Security Numbers of members of AFDC families 10 detect and prevent fraud and abuse.” Such
information, either alone or by maiching # with other data sources, will allow States to prevent, for
example, clients from receiving benefits in multiple locations, from claiming non-existent children,
ardd from claiming children by more than one family.

Partly as a result of increasing the detection of fraud and abuse and partly as a result of changmg the
culture of the welfare system, much Fraud and abuse will be prevented or deterred before it accurs,
For instance, people who currently have unreported jobs, but are fraudulently genting cash assistance,
will be "smoked-out” becsuse the JOBS plus WORK requirements will prevent them from working at
their unreporisd empioyment. In the face of increased likelihood of detection of fraud and abuse,
others may decide not te come onto the rolls at ail or, once on, may decide to actively pursue seif-
sufficiency.

Program integrity activities will focus on ensuring overall pavment accuracy and on the detection and
prevention of recipient, worker, and vendor fraud. The new systems at the local, State, and Federal
jevels 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 2 nationa! data
clesringhouse to coordinate data exchange, as well as eshanced State and local information
processing.  In sum, the new welfare system, on the one hard, will provide government agencies
erthanced tools 1o detect fraud and abuse and will prevent and deter clients from engaging in sich
-activities and, on the other, will encovrage clients to participate more actively in their own self-
improvement.

] : ik ' s¢ wili be created which will be 1 collection of abbreviated
case and other data. ‘I‘he ciwmghmsa will maintain a1 Jeast the following data registries: the
Natiorsal Drirectory of New Hires with employment data including new hires; an expanded Federal
Parent Locator Service; the National Child Support Registry of data on noncustedial parents who have
support orders; and the National Welfare Receipt Registry to assist in operating a national time-
fimited assistance "clock™ by tracking people whenever and whersver they use welfare, Such a
systern is essential for keeping the cloek in a time-limnited welfare system. Persons will not be able 10
escape their responsibilities by moving or collect benefits in two jurisdictions simultaneousiy.

State fracking systems will follow people in the JOBS and WORK programs. These systems will
ensure that people are getting access to what they deserve and that they are being held accountable if
they are failing t0 meet their obligations. Each Staie will be expected 1o develop a tracking system
which indicates whether people are receiving and participating in the appropriate training and
placement services.
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Expansion of EBT svstems. As part of the National Performance Review, Vice President Al Gors
charged a Federal 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 3 strategic plan for a nationwide system to deliver government
benefits, including welfare asgistance, electronically, In its recent report, the Task Force sets forth a
vision for implementation of z uniform, integrated national systemt for Electronic Benefits Transfer
{EBT) by 1999, -

This systern will replace today’s multiple paper systems and provide better service to benefit
recipients without bank sccounts and Food Stamp recipients at a lower cost (o the taxpayer. Under
EBT, recipients will receive a single EBT card which they could use at ATM or point-of-sale (POS)
machines in stores and other locations to electronically access one or many types of benefits, from
welfare 1o Social Security. The card helps to eliminate the stigma associated with cashing a
government disgbility or welfare check or using food stamps at a grocery store, and can help restore
the seif-esteem needed for work and independence. EBT also eliminates much of the high risk of
theft associated with getiing & benehit 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 EBT card is like using a bank
card, recipients will be better prepared to participate in the economic mainsiream of the community as
they begin to work. :

An EBT system has great long-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 15 included, 2 nationwide EBT system could deliver at
least §111 bhillion in benefits annuatly.

bl

A PERFORMANCE-BASED SYSTEM

One objective of welfare reform is 1o transform the culture of the welfare system — from an
institutional system whose primary mission is 10 ensute that poor children have 2 mindimal level of
economic rescurces, to a system that focuses equal attention on the task of integrating their adult
cargtakers into the economic mainstream of society. We envision an outcome-based performance
measurerment system that consists of 4 limited set of broad measures and focuses State efforts on the
goals of the transitional suppost svstem — helping recipients become self-sufficient, reducing
dependency, amd moving recipients into work. The Secretary of Health and Human Services wiil
develop a system of performance standards which measures States’ success in moving clients towird
self-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 performance wili 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 so 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 will be subject to performance standards under the WORK program to ensure that recipients are
provided with jobs when they reach the fime lirndt, Until automated systems are operational and
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refiable, State performance vis-a-vis these service delivery measures will be based on information
gathered through a modified Quality Conirol system.

New Performance Measures and Service Delivery Standards

Consistent with the theme of “reinventing government,” State performance in 3cz::;zmp}§shihg the goals
of this reform initiative will ultimately be judged on the basis of ocutcomes rather than inputs or effornt
- by the results they achieve rather than the way they achieve those results.  An ouicome-based
performance standards systemn will keep the focus of welfarg reform on the goals of moving recipients
toward seif-sufficiency and independence while ensuring the overall well-being of chiidren and their
families.

In order to change the focus of the welfare system, the oucome-based performance standards system
will measure the extent to which the program helps participants improve their selfsufficiency, their
independence from welfare, their labor marke: 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 reasonsble caution, in the direction of developing an cutcome-based
performance system. Performance measures will be developed first, and then standards of
performance with respect to those measures will be set.  Relevant partics will be consulted during this
process 1o ensure that consideration s given to inportant measurement issues such as what would be
an appropriate set of messures, what kind of realistic standards should set with respect to those
measures, and what the consgquences should be for failing 1o meat established standards,

For the purposes of accountability and compliance, service delivery rmeasures will be implemented
first to ensure that weifare systems are operating the program for the phased-in mandatory population
as interded. The new performance systern will provide rewards and penalties for State performance
through adjustments to the State’s claims for Federal matching funds on AFDC payments and bonus
payments to States. The nwasures are designed o provide positive and negative incentives to States
to serve recipients under the new transitional system and to monitor program operations. States will
be subiect to service delivery standards and financial incentives in the foliowing areas: the cap in
deferrals, a monthly participation rate in JOBS, the cap on JOBS exiensions, State accuracy in
keeping the two-year clock, and a participation rate in WORK.

Improved Quality Assurance System

As part of the effort 1o 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 support is
provided competently. The existing QC systerm focuses an how well the welfare system’s income
support function is performed to the exclusion of other system goals. This emphasis shapes the
ammosphere {the "culture™) within welfare agencies, how personnel are selected and trained, how
administrative processes are organized, and how organizational rewards are allocited. Moving to the
new system envisioned by this proposal will present implementation and operational challenges that
make the current system of judging performance inadequate.
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The new, broader, QU system will give equal priority to payment sccuracy and the other designated
performance standards. It will include improving the accuracy of benefit and wage paymends in the
AFDC and WORK programs, assessing the quality and accuracy of State-reported JOBS/WORK data,
and measuring the extent 1o which performance standards are met,

Technical Assistance

Welfare reform seeks nothing less than a change in the culture of the welfare system. This
necessitates making major changes in & system that has primarily been issuing checks for decades.
Now we will be expecting States to change individual behavior and their own institutions 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.

Initially, States will require considerable assistance as they design and implement the changes required
under this proposal.  As one State or locality finds strategies that wark, those lessons cught 1o be
widely shared with others. One of the elemems 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
cominuing innovation into the future. We wilf reserve two percent of the total annual capped
entitlement funding for the Secretary of Health and Human Services 1o be spent on JOBS, WORK,
and child care for research, demonstrations, evaluation, and techmical assistance, In addition, the
level of Federal technical assistance provided 1o State child support agencies will be expandtxi s
prevent deficiencies before they ocour.
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CONCLUSION

If welfare reform is to truly succeed, it must accomplish mulriple and varied obiectives. The current
welfare initiative will focus on work, responsibility, family and opportunity, all important principles
which are difficult o quantify. However, we are confident that enactment of the Administration’s
welfare reform proposal will result in positive and tangidble impacts. By sending a strong signal that
young people should delay childbearing until they are prepared fo accept the ensuing responsibilities,
we will reduce teen pregnancies and the number of children born out of wediack, By streamlining
the paternity establishment process, more children will have the benefit of knowing who their father
is. By significantly strengthening our child support enforcement system and by providing incentives
and opportunities for noncustodial parents, we will dramatically increase the amount of support paid
to children in this country. By expanding child care provided to working families, allowing States to
disregard additional earnings and child support and making the EITC available on a regular basis, we
will make work a rational and desirable choice for welfare recipients snd those at-risk of going on
welfare. By expanding tre JOBS program and imposing tume limits and work reguirements, we will
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 samings for their families.
And finally, by streamlining and simplifying government assistance programs, we will eliminate
outdated and inefficient bureaucratic rules and improve incentives for recipiems and welfare officials
alike.

In sugnsmary, this proposal does "end welfare as we know (7 by dramatically changing the values,
expectations and mcentives within our current welfare system, Ultimately, this plan 1s abotit
improving the lives of children and families by encouraging the values of work, responsibility, family
and opportunity. Rewarding work and responsibility over welfare will make farailies stronger and
our children and our society better off,
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WELFARE REFORM: WORK

Under the President’s reformt plan, welfare will be about a paycheck, not a welfare check. 7o reinforce
and reward work, our approach is based on a simple compuct. Each recipient will be required to develop
personal employabitity plan designed to move her into the workforce as guickly as possible. Support, job
training, and child care will be provided 10 help people move from dependence to independence. But time
Fimirs will ensure thar anyone who cas work, must work--in the private sector if possible, in a remporary
subsidived job if necessary. Reform will make welfere a transitional system leading to work,

The combination of work opportunities, the Earned Income Tax Credit, health care reforn, child
care, and improved child suppert will make the lives of mitlions of women and children demonstrably beier.

Making Welfare g Transition to Werk: Building on the JOBS Program

Created by the Family Support Act of 1988 and championed by then-Governor Clinton, the JOBS program
offers education, training, and job placement services—-hut to few families. Qur proposal would expand and
improve the current program to include:

®A personal employability plan. From the very first day, the new gystem will focus on
making young mothers self-sufficient. Working with a caseworker, each woman will
develop an employability plan identifying the education, training, and job placement services
necded 10 move into the workforce, Because 70 percent of welfare recipients already leave
the rolls within 24 months, and many applicants are job-ready, most plans will aim for
employment well within two years.

® A two-year time limit, Time limits will restrict most AFDC recipients to a lifetime
maximum of 24 months of cash assistance.

& 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,

sIntegration with mainstream education and training programs. JOBS will be linked ,
with job training programs offered under the Jobs Training Partnership Act, the new School-
to-Waork imitistive, Pell Grants, and other mainstream programs,

s Tough sancliens. Parents who refuse to stay in school, jook for work, or attend job
training programs will he sanctioned, generally by losing their share of the AFDC grant.

s 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 carmg for disabled children will initially be exempt from the two-
year time limit, but will be required to develop employability plang that lead to work.
Another exemption altowed under current JOBS rules will be significantly narrowed:
mothers of infants will receive only short-term defervals (12 months for the first child, three
maonths for the second), At state discretion, 3 very fimited number of young mothers
completing education programs may receive appropriate extensions,

»Let states reward work. Currently, AFDC recipients who work lose benefits dollar-for-
dollar, and are penalized for saving money, Qur proposal allows states to reinforce work by
setting higher earned income and ¢hild suppont disregards. We also help fund demonstration
projects 1o support saving and seif-employment.



# Additional federal funding. To ease state 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 states with high unemployment.

The WORK Program: Work Not Wellare After Two Yeurs

The WORK program will enable those without jei&% after two years to support their families through
subsidized employment. The WORK progran emphasizes:

®*Work, not "workfare,” Unlike traditional “workfaze,” recipients will only be paid for
hours worked. Most jobs would pay the minimum wage for between 15 and 38 hours of
work per week.

# Flexible, community-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,

* A Transitional Program. To move people into unsubsidized private sector jobs as
guickly as possible, participants will be required to go through extensive job search before
entering the WORK program, and after each WORK assignment. No WORK assignment
will 1ast more than 12 months. Participants in subsidized jobs will nof receive the EITC,
Anyone who turns down a private sector job will be removed from the rolls, as will people
who repeatedly refuse to make good faith efforts to obtain available jobs,

Supporting Working Families: The EI'TC, Health 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 welfure.

»The Earned Income Tax Credit (EITC). The expanded EITC will Lift miltions 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 1o issue the EITC on a monthly basis,

sHealth care reform. Universal health care will allow people to leave welfare without
worrying about coverage for their families. )

#{hild care. To further encourage young mothers to work, our plan will guarantee child
care during education, training, and work programs, and for one year after participants
leave weltare for private secior employment. Increased funding for other faderal child care
programs will bolster more working families just above the poverty Hoe and help them stay
off welfare in the first place. Our plan also improves child care quality and ensures parental
chaoice.



WELFARE REFORM: RESPONSIBILITY

Our current welfare system ofien seems at odds with core American values, especially responsibility.
Overlapping and uncoordinated programs seemt almost 1o invite waste and abuse. Now-custodial parents
Jrequently provide Iittle or no economic or social support to their children. And the culture of welfare
offices often seems 10 reinforce dependence rather than independence. The Prestdent’s welfare plan
reinforces American values, while recognizing the government's role in helping those who are willing ro help
themselves.

Our proposd includes several provisions aimed at creating a new culture of mutual responsibility.
We will provide recipients with services and work opportunities, but implement tough, new requirements in
return. These include provisions 1o promote parental responsibility, ensuring that both parents contribure 1o
their children’s well-being. The plon aiso inclades incensives directly tied 1o the performance of the welfure
office; extensive gfforts 1o detect and prevent welfare fraud; sanctions Yo prevent gaming of the welfare
system; and o broad array of inventives thot the states can use 10 encourage responsible behavior,

Parental Responsibility

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 reflecting current ability 10 pay were extablished and enforeed,
single mothers and their children would have received 348 billion: money for school, ¢lathing, food,
utilities, and child cire.  As part of & plan to veduce and prevent welfare dependency, our plan provides for:

#Universal paternity establishment, Hospitals will be required to establish paternity at
birth, and each applicant will be required to name and help find her child’s father before
receiving benefits.

e Repular awards updating, Child support payments will increase as fathers® incomes rise.

#New penalties for these who refuse to pay. Wage-withholding and suspension of
professional, occupational, and drivers’ licenses will enforce compliance.

# A pations! child suppert ¢clearinghouse, Three registries~containing child support

.-awards, new hires, aod locating information—will catch parents who try 1o evade their
responsibilities by Reeing across state lines, Centralized state registries will track support
payments automatically, ‘

8 5tate initiatives anid demonstration programs. States will be able to make young parents
who fail 1o meet their obligations work off the child support they owe.  Demonstration
grants for parenting and access prograns--providing mediation, counseling, education, and
visitation enforcement--will foster non-custodial parents’ ongaoing involvement in their
children’s lives, And child sapport assurance demonstrations will let interested states give
familiez a measure of economic security even if child support is not collected immediately.

#State options to envournge responsibility. States can choose to 1ift the special eligibility
requirements for two-parent families in order to encourage parenis 1o stay together. States
will also be allowed to limit additional benefits for children conceived by womsn on
welfare,


http:oplioD.fJ

Accousntability 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: :

oState tracking systems 1o help reduce feaud. States will be required to verify the
income, identity, alien status, and Social Security numbers of new applicants and assign |
national identification numbers,

® 4 national public assistance clearinghouse, Using identification numbers, the
clearinghouse will follow people whenever amd wherever they use welfare, monitoring
compliance with time Timits and work. A sational "new hire™ registry will monitor earnings
to check AFDC and EITC aligibility, and identify non-custodial parents who switch jobs or’
cross state lines to avoid paving child support.

#Tough sanctions. Anyone who refuses to follow the rules will face tough néw sanctions,
and anyone who turns down & job offer will be dropped from the rolls, Cheating the system
will be promptly detected and swiftly punished.

Performance, Not Process

The Administration’s ptan demands greater responsibility of the welfare office itself. Unfortunately, the
current system 0o often focuses on simply sending out welfare checks. Instead, the welfare office must
become a place that is fundamentally about helping people ¢arn paychecks as quickly as possible. Ouwr 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 bath programs” administrative requirements will reduce
paperwork.

#Electronic Beneflits Transfer (EBT). Uunder a separate plan developed by Vice President
Gore, states will be encouraged to move away from welfare checks and foed stamp coupons
toward Electronic Benefits Transfer, which provides benefits through a tamper-proof ATM

. &ard. EBT systems will reduce welfare and food starmp fravd, and Jead 1o substantial
savings in administrative costs,

sImproved incentives. Funding incentives and penalties will be directly linked to the
performance of states and caseworkers in service provision, job placement, and child
support coliection.



WELFARE REFORM: REACHING THE NEXT GENERATION

Preventing teen pregnancy and out-of-wedlock births is e critical part of welfare reform. Each year,
200,000 reenagers aged 17 and younger have children, Their children are more likely to have serious
healih problems—and they are much more likely t0 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 bors to married high school graduates aged 20 or older are poor. Welfare reform
will send a clear and unambiguous message 10 adolescents: you should nor become a parent wtll you are
able to provide for and rurture 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 pregoancy, and preparing to work are the right things to do.  Our preveation approach includes:

® A nationnl compaign against teen pregnancy. Emphasizing the importance of delayed
sexual activity and responsible parenting, the campaign will bring together local schools,
communities, families, and churches.

# A national clesringhouse on teen pregnancy prevention. The clearinghouse will provide
communities and schools with curricula, models, materials, training, and techaical assistance
relating 10 teen pregnrancy prevention programs.

* Mobilization granis and comprehensive demonstrations. Roughly 1000 middle and
nigh schools i disadvantaged areas will receive grants 1o develop innovative, ongoing teen
pregnancy prevention programns targeted 10 young men and women. Broader initiatives will
seek to change the circumstances in which young psople live and the ways that they see
themselves, addressing health, education, safety, and economic opportusity,

Phasing in Young People First

Initial resources are targeted o women born after December 31, 1971, Phasing in the new system will
direct limited resources 1o young, single mothers with the most at risk; send a strong message to teenagers
.that welfare. a8 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 for Teen Parents

Today, minor parents receiving welfare can form independent households; often drop out of high school;
and in many respects, are treated as if they were adults, Dur plan changes the incentives of welfare 10 show
teenagers that having children is an immensge responsibility rather than an easy route to independence.

®Supports and sanctions. The two-year Hmit 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 oward work. Unmarried minor. mothers will be required to identify their chiid’s
father and live at home or with a responsible adult, while teen fathers will be held
responsible for child suppont and may be required to work off what they owe, At the same
time, caseworkers will offer encouragument and Support; assist with living situations; and
help teens access services such as parenting classes and child care. Selected older welfare
mathers will serve as mentors 0 at-risk school-age parents.  States will alse be allowed 10
use monatary incentives to keep teen parenis in school.



IN THE YEAR 2000, UNDER REFORM:

2.4 MILLION ADULTS WILL BE SUBJECT TO THE NEW RULES, INCLUDING
TIME LIMITS AND WORK REQUIREMENTS.

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

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

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

* 394,000 PEOPLE WILL BE IN SURBSIDIZED JOBS IN THE WORK
PROGRAM. THAT'S UP FROM 15,006 NOW.

%

ANOTHER 873,000 RECIPIENTS WILL BE IN TIME-LIMITED SCHOOL OR
TRAINING PROGRAMS LEADING " O EMPLOYMENT.

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

TEEN PREGNANCY PREVENTION PROGRAMS WILL BE OPERATING IN 1000
MIDDLE AND HIGH SCHOOLS IN DISADVANTAGED NEIGHBORHOQODS.

ALL HOSPITALS WILL HAVE PATERNITY ESTABLISHMENT PROGRAMS IN
PLACE.

A NATIONAL CLEARINGHOUSE WILL BE IN PLACE, TRACUKING PARENTS
WHO OWE CHILD SUPPORT ACROSS STATE LINES.



FOR YOUNGER RECIPIENTS, THE CHANGE WILL BE DRAMATIC:

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

. 26 PERCENT OF MOTHERS UNDER AGE 29 WILL BE WORKING: NINE
PERCENT PART-TIME IN UNSUBSIDIZED PRIVATE SECTOR JOBS, AND {7
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 TRAINING REQUIREMENTS, STRICT
STANDARDS, 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
LLOW AND THERE ARE NO TIME LIMITS TO ENCOURAGE MOVEMENT TO
WORK.

. AND, UNDER WELFARE REFORM, PARENTS UNDER AGE 2% 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 PERCENT OF YOUNG WELFARE RECIPIENTS ARE EXEMPT FROM
EDUCATION AND TRAINING REQUIREMENTS.




DRAFT hune 9, 1994

THE PRESIDENT’S WELFARE REFORM PLAN

THE VALUES OF REFORM:
WORK AND RESPONSIBILITY

[The following (pp. 1-7) is Bruée’s rewrite of the introduction (with minor revisions)., Melissa
will be editing it from a Public Affairs’ 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 help people
find work, and puniches those who go to work. Instead of strengthening families and instilling
personal responsibility, the system penalizes two-parend families, and lets too many absént parents
who owe child sepport off the hook, Instead of promoting self-sufficiency, the culture of welfare
offices ssetns 1o 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 know it, and replace it with a system that s based on work and
responsihility. We need to move beyond the old debates over "something for nothing™ on the one
hand and "every one for him/herself” on the other, and offer a new sociaf contract fdo we want to
use word 'eontract’ repeatedly?] 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 value 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. 1t signals tiat people should not have children until they are ready © support
them, and that parents—both parents-who bring children Into the world nust 1ake responsibility for
raising them. It gives people access 0 the skills they need, but expets 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 checks. We need 8 work program built
around helping people earn paychecks. The President’s plan will transform the culture of the welfare
bureaucracy (0 get out of the business of writing people checks for life and inio the business of
helping people find jobs and keep them, We want people not to need us anymore.

Two-Year Time Limi(. The President’s reform plan will end welfare as a way of life. Everyone
who can work will be expected to go 1o work within twa years. To the poor and those outsids 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, asd no one who can work should stay on welfare forever,

*

A new social coniract: Everyone will be required 10 sign 4 Personal Responsibility
Agreement that spells out what they can expect and what is expected of them in return,

No more something for nothing: Under the current gystem, only a small portion of walfare
recipients are reguired 1o do anything io return for assistance. Our plan will significantly
reduce the number of exemptions, and ensure that from day one, those who are ah!e 0 work
will be required to meet certain expectations.,

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

A clear focus on work: We need to change the cultore of the welfare office to focus on
moving people toward work and independence. Most people will be expected (0 enter
employment well before the two years are up, States can als¢ design shorter time {imits for
people who are job-ready, and require them to work sooner.

A sscond chance, not a way of life: People should have an incentive to leave welfare guickiy
and not use up their months of welfare eligibility, The time limit is a lifetime limit: people
wiis have been off wellare for long periods of time will be able 1o get a few months of
assistance o tide them before moving into the work program, but they will not be able & start
over with a new twoevear clock, This will make welfare what it was meant to bea second
chance, not a way of life,

Requiring and Providing Work, Anyons who can work will have 0 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 & welfare check. If people doun’t
show up for work, they won't get paid. There will also be strong, escalating sanctions for
peopie who Quit or get fired,

Flexible, community-based jobs: States will be able to use the money they would otherwise
spend on welfare (o create subsidized, non-displacing jobs in the private sector, with
eommunity organizations, or i public service positions, The plan is designed to promote
strong ties to the private sector, without red tape, and 10 create real, meaningful jobs in fields
ranging from home health care to child care to public safaty,
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» No one who can work should stay on weifare forever: This 8 a transitional program,
designed to constantly push psople 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 assigament will jast more than 12 months, No one
will yeceive the EITC unless they leave the program and take an unsubsidized job. Anyone
who turns down & private-sector job will be removed from the waifare rolls, as will people
who refuse to make a pood-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. Usnder 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 imeans that by the
year 2001, three quarters of the projected weifare caseload under the age of 30 will either be
of f welfare, working, or in a program leading to work, Without reform, only a smal) fraction
would be working, and 20 percent would be in education or training.

»
Other Provisions to Reward Work. To further reinforce work and responsibility, our propesal will:

] Let States reward work and saviag: Corrently, welfare recipients who work losse a dollar in
benefits for every dollar in wages, and are penalized for saving money. Our proposal lets
States reinforce work by seiting higher earned-income disregards. We will also allow familics
to set up Individual Development Accounts 1o save money for specific purposes, such as
© starting a business, owsing a first home, or promoting 2 child’s education. To move people
from welfare to work, we will change outdated asset rules 5o that they can own a reliable car
that can get them to work.

v Expand child care for the working poor: To further encourage young mothers te work, our
plan will guarantee child care during the JOBS and WORK programs and for one vear 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 wotld, and they won't do any good if poople behave
irresponsibly and take advantage of government largess, The President’s welfare reform plan includes
measures © inspire personal and parental responsibility and prevent peopie from coming onto welfare
in the first place. These include the broadest and most serious work regoirements imposed on welfare
recipients after a time period of becomiag job ready; @ natoonwide crackdown on child sapport
enforcement, which will give States an arsenal of ways to keep absent parents from getting off the
hook; extensive efforts to detect and prevent weifare fraud, and strong sanctions (o prevent 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
additionat benefits for additional children to rewarding teenagers for staying in school, In the long
run, the enty way to end welfare is to reduce the number of people who need to come onto i,
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Accountability for Taxpayers. The Administration’s reform plan includes several measures to
raduce welfare fraud, arask down on child support collection, and improve efficiency:

. State tracking systems; States will verify the income, identity, alien status and Social Security
nutnbers of welfare applicants, The plan will make it easier for States to coordinate
programs, sutomate files, and monitor recipients, We will encourage States to run
demonstrations that offer job placement bonuses as an incentive 10 caseworkers and welfare
offices for helping recipients et and keep jobs.

. A national public assistance clearinghouse: The clearinghouse will keep track of people
whengver and wherever they use welfare, and monitor compliance with time Hmits and work.
A national "sew hire” database will monitor earnings 1o check AFDC and EITC eligibility,
and identify poncustodial parents who switeh jobs or ¢ross State lines to avoid paying child

support.

. Electronic Bepefite Transfer (EBT): Under a 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 card. EBY
systems will reduce welfare and food stamp fraud, and Jead fo substantial savings in
administrative costs.

J Rewarding performance, not process: This plan will change the culture of the welfare office
by providing clear iacentives to States and caseworkers to move people from welfare o 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. In 1990, absesnt parents paid only $14 billion in child support. But if child support orders
refiecting current ability o pay were established and enforced, single mothers and their children
would have received $48 billion. Closing this $34-billion child support gap will help move thousands
of families off welfare and keep them off. It's time to say (o those parents: If you’re mot paying
your child support, we'll garnish your wages, suspend your license, &rack you across State lines, and
sver make you work off what vou owe. If this country did a better job of enforcing child support,
the nead for a welfare system would diminish sigaificantly, The Administration's proposal inciudes
important measures to strengthen the child support enforcement system;

* Establishing paternity for all out-of-wedlock births: Hospitals will be required o establish
paternity at birth—when the father is most {kely 1o be present, and mothers who apply for
weltars will be required to name and help find the child's father before receiving benefits,

. Tracking down those who don't pay:  Thres registries -~ containing child support awards,
new hires, and focating information — will catch parests who try to evade their responsibilities
by fleeing across State lines. Central State registries will moniter and enforee support
payments automatically,
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* New penaities for those who refuse (0 pay: Sates will be able (o use wage-withholding,
credit reporting, and suspension of professional, occupational, and drivers’ licenses to make
delinquents pay.

. State initiatives and demonstration programs:  States will be ahle 1o make parents who il ©
meet their obligations work off the child support they owe. States will also run demaonstration
programs to help noncustodial parents with no skills get training, access and parenting
programs 1o help absent parents get involved in their children’s lives, and child support
assurance demonstrations o give families a measure of economic security even if child
support is not collected immediately.

Ending Welfare for the Next Generation. The current welfare sysiem sends young people exactly
the wrong message. Today, minor parents get a check for leaving homs, and are free to drop out of
high schooi even though the long-term consequences for themselves and their children will be
devastating: Unwed teen mothers who drop owt of school are 10 times more likely to raise a ¢hild in
poverty than young people who finigh school, get married, and wait until their twenties to bave
children. Our plan changes the incentives of welfare to show teenagers that having children is an
immense responsibility rather than an easy route to independence. At the same time, we offer ways
te help teen pareats take charge of their lives, finish school, find jobs, and become self-sufficient:

* New requirements for teen parents: Teen parents will be required to finish school and enter
the JOBS program. Uswad minor mothers will be required to identify their father’s child and
live at home or with a responsible adult—pot set up an independent household to receive their
own check. ’

. A national campaign against teen pregoancy: We will bring the media, the privale sector,
churches, schools, and other groups together in a broagd-based campaign to send 2 strong
message that it is wrong to have children outside marriage, and that no one should have a
child until they are able to provide for and nurture that child, We will launch school-based
prevention programs in 1,000 schools with the worst teen pregnancy problems, sef up a
national clearinghouse on feen pregnancy to klentify successful programs and help replicate

them elsewhere, and target 2 bandful of at-risk neighborhoods for intensive prevention efforts. - -

» A phase-in focusing o young recipients first: The 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.

Other Provisions to Promote Responsibility and Innovation, Overcoming generations of

-dependency will not be eavy, and one thing we’ve learned in the last 30 years is that Washington

dossn’t have all the answers. This plan gives States unprecedented flexibility w0 innovate and learn
from new approaches. Much of what once 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 phaged 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 sdult caseload initially, and
will grow steadily to include nearly two-thirds by 2004, States can phase in faster if they
want,

* Ex{ending assistance to two-parent 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 tsen parenis in school: States will be able to desigo their own
monetary-incestive programs like the Learning, Earning and Parenting (LEAP) pwgr&m in
Ohio,

* No additional benefits for additional children conceived on welfare; Welfare recipients don't

have more children on average than other women, but those who do make it harder for
themselves and their families (0 escape poverty, States will have the option to limit benefit
increases for additiondd children couceived by parents on welfare.

* Advance payment of the EITC: States will be able to work with the Treasury Department 1o

develop plang @0 get the EITC out on a periodic basis, instead of as a lnmp sum at the end of
the year.
. Continued waiver authority: We will help States with existiog waivers to adapt them once the

new law passes. The broad waiver authority in current law will continue,
THE ADMINISTRATION'S RECORD ON WELFARE REFORM

Tax Credits for Working Families, Last year's economic package went a long way toward ending
welfare by giving 15 million working families a tax cut through a $21 billion expansion of the Earned
Income Tax Credit (E1TC) The BITC wrns a minimum wage, $4.25-an-hour job into a $6-an-hour
job, and makes good on the Prasident’s campaige promise that no one who works full-time with 2
family &t home will be poor. With the expanded EITC and health reform, every job can be a good
job. :

Heslth Reform. Heaith reform will move an estimated one million women aad children off welfare,
A recent survey of welfare recipients in Charleston and Nashvilie 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 8 percent of people who leave welfare for work get jobs that provide health insurance. [do we
have cites Tor these two facts?]

Waivers. Since January 1993, the Administration has granted waivers to 14 States to experiment
with time limits, extending z&sis&ance to two-parent families, limiting additional benefits for a{id!tnonai
children, and other new initiatives.



Other Empowerment Initintives. In addition to welfare and health reform and the EITC, the
Administration has sought to reward work and empower people through a number of initiatives,
including National Service, Empowerment Zones, community development banks, snforcement of the
Conununity Reinvestment Act, commurity policing and public safety.

PAYING FOR REFORM

The following two tables lilustrate the cost and financing of the Work and Respongibility Act of 1994,
These tables ciearly demonstrats that:

’ The proposal is fully financed, About two-thirds of the financing provisions are further
reforms & means-tested programs which would remove from the welfare rolls immigrants
with well-off sponsors and drug addiets and alcoholics who are not complying with treatment
requicements. In addition, savings will accrue by collecting child support from parents who
have failed 1o accept financial responsibility for their children.

. Approximately  percent of the entire cost of the plan is additional funding for child care to
enable individuals 10 work or 1o oblain the training or other services they need to enter the
labor force.

. The plan will not impose new costs apon states. As can be seen in Table 1, only _ millicn

more doflars will come from States. This amount will primariiy result from State decisions to
expand eligibility for two-parent families, offer higher earnings éisregards of cover a higher
proportion of their caseload,

While the limit on Emergency Assistance will reduce State relmbursement, some $1.3 billion
of savings will accrue to the States in tower SSI spending for State supplements,  On balance,
States will be asked to finance very little of this plans, There are no unfunded mandates,

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

. SUMMARY OF COST ESTIMATES

Fivewvear Five-year
Proposal Federal State

Five—lyear
Total

Parental Responsibility

Teenage Pregnancy Prevention Grants

Comprebensive Damonstration Grants

Child Support Enforcement

Noncustodial Parent Provisions

Child Support Assurance Demonstrations

State Option 1o Limit Additional Beaefits

to Additional Children

Other .

Subtotal, Parental Respongibilhty

Making Work Pay
At-Rigk Child Care Expenditeres
State Flexibility on Earned Income
and Child Support Disregards
Suttatal, Making Work Pay

Transitional Assistance Followed by Work

Additional JOBS Spending

] WORK Spending

Additional Child Care Speniding
Computer Costs
Other

Subtotal, Transitional Assistance

Improving Government Assistance (IGA)

Remove Two-Parent (UP) Restrictions
IDA/Microenterprise Demonstrations
Conform Resource Limit and Exclusion Rules
Other

Subtotal, 1IGA

TOTAL




TABLE 2

SUMMARY OF FINANCING PROVISIONS

Five-Year Total

Proposal {ins billions}
Entitleent Reforais
Limit Emergency Assistance - 1.60
Tighten Sponsorship and Eligibility Rules for Noa-Citizens

Five-Year Deeming and Limit Eligibility to Sponsors below Median Income 3.06

Establish Similar Eligibility Crelteria for Four Federal Programs 0.89
Time Limit Benefits for Drug Addicts and Alcoholics (H.R, 4277} 0.60
Income Test Meal Reimburserents io Family Day Care Homes 0.52
Extend Expiring Provisiony
Hold Constant 2 Portion of Food Stamp Overpayment Recoveries for States 0.05
Extend Fees for Passenger Processing and Other Costons Services 0.00
Extend Ratiroad Safety User Fees 0.16
Extend Corporate Environmental Income (Superfund) Tax 1.60
Tax Compliance Measures
Deny EITC to Non-Resident Aliens
Reguire Income Reponting for Department of Defense Personnel
Other (Not_vet described) 0.53
TOTAL ' 930




THE 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 caseload—-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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TABLE3

PROJECTED CASELOADS UNDER THE ADMINISTRATION'S WELFARE AND) HEALTH REFORM PROPOSAL

ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971

FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2004
Prajected Adult Cases With Parent ) _
Born After 1971 Without Reform 1.03 million | 1.63 million | 1.87 million | 2,12 million | 2.37 million | 3.43 million
Off welfare with Reform  (Health i
reform after 1999, EITC, Child A0 mhillion 03 million D% million .12 million .33 million .85 million
Care, JOBS, WORK, et0.}
Program Participants 1.03 millisrs | 160 million | 178 million | 2.00 million | 2.04 million | 2.58 million
«Working While on Welfare .10 miltion .17 million .20 million .21 million .22 million .27 million
JOBS Participants .58 million .90 million | 1.00 million .99 million .87 million 97 million
WORK Participants L0 million .00 million .07 million .26 miltion .39 million .57 million
Pre-JOBSdisability/age limits work 11 million A8 million .23 millipn .24 million .26 million .44 million
Pre-JOBS-severely disabled child A2 million § .03 million £3 million 83 million 04 million |- .07 million
Pre-JOBS—caring for child under 22 million .32 million 25 million 27 million .26 million 26 million

ohe

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, & 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 bebavioral 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 assime the policy will be implemented in all States by Federal law by October 1996. In addition, the estimates assume that
for 75 percent of the caseload, States will implement the policy by October 1995,

11
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Table 4 shows the impact of thess changes for 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 where almost three-quarters of the persons are collesting
welfare and doing nothing in return~peither working nor i training-10 2 situation where three-
quarters are either off welfare, working with a subsidy, or in time-himited training. Only those
unable to work are outside the time limits, and even thege persons will have greater expectations and
opportunitics under the proposad system. In addition, we expect the reform proposal @ significantly
increase paternity establishment rates, to increase child support payments and to lower child poverty.

TABLE 4

Projected Welfare, Work and Training Status of Phased-in Group
With and Without Reforms in Fisenl Year 20600

Without Reforms With Reforms

v peead o mr p——

KT T e L T

: _ e R
T 5%~ g 0%
In W{}Ri{ program ?W‘ el . 92 ,Hﬁ
Total wersiiogpage Sobc 5%

In Time-limited, Mandatory Training,
Edu{:atton anti Pimem Program with

B %'éu.,éw&,
RW{} Participate in Training,
Education, and Placement ?mgram hzzt
Ng Time Limits and Low Packielpatis
Standards

za iiiaess Carmg i’@r I}zsahiad Chz!d
Young Child, or other Exemptions

TOTAL

Transtorming the social welfare system to one focussed on work and responsibility will not be an easy
task. A weifare system that has evolved over Dfty years will not be redesigned overnight. The social
and economic forces that have contributed to our current situation go well beyond the welfare system
and impact the poor and non-poor alike. While the obstacles are formidable, undertaking reform of
the current welfare system is essential in order o engender work and respensibility and to improve
the well-being of our children now and into the fumure,

A description of the major ¢lements 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 one-parent family. 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 pecple delayed
childbearing until both parents were ready to assume the respousibility of raising children.

Teenage pregnancy is a particularly troubling aspect of this problem. The number of births 1o teen
unwed mothers (under age 20) has quadrupied in the Iast 30 vears, from 92,000 in 1960 10 368,000
in 1991, Teenage birth rates have been ricing since 1986 because the trend toward earlier sexual
activity has resulted in more pregnancies. According o the Annie E. Casey Foundation, almost 80
percent of the ¢hildren born to unmarried teenage high school dropouts live is poventy. 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 vears old, and married. Teenage childbearing often leads to
school drop-out, which results in the failure to acquire the education and skilis 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 cost to taxpayers is
about $34 hillion to assist such families begun by 2 teenager,

Beth parents hear responsibility for providing emotional and moral guidance, as well as economic
support to their children, Teenapers who bring children into the world are not yet equipped
discharge his fundamental obligation. If we wish to reform welfare and put children firgt, we must
find effective ways of discouraging pregnancy by young people who cannot provide this essential
support. We must serd a clear and unambiguous signal-you should not have a child until you are
able to provide for and nurture that ¢hild.

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

The current systam seads the wrong signale: all 100 often noncustodial parents are not beld responst-
ble for the children 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-married and formerly-marvied)
receive any child support. The average amount paid 18 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 borss out of wedlock.
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The child support problem has three main elements, First, for many children born out of wedlock, 2
child support order is never established. Roughly 57 percent of the potential collection gap of $34
billion can be traced 1o cases where no award is in place, This is largely due to the failure to
establish paternity for children born out of wedlock, Second, when awards are established, they are
often e low, are not adjusted for inflation, and are not sufficiently related 0 the earnings of the
noncustodial parent. Fully 22 percent of the potential gap can be traced to awards that were etther set
very low initially or never adjusted as incomes changed. Third, of awards that are egtablished, the
full amount of child support is not paid in half the cases. Thus the remaining 21 percent of the
potential coliection gap is due to failure o ¢oliect full awards in place.

For children to achieve real economic security and to avoid the need for welfare, they ultimately need
support from both parents. When parents £ail to provide support, the children pay—and so do we.
Still, under the present system, the needs, concerns and responsibifities of noncustodial parents are
often ignored. The system needs to focus mote attention on this population and send the message that
fathers imatter.  We ought to encourage noncustodial paremts to remain involved in their children’s
Hves--not drive them further away, Parents who pay child support restore a conngction that both they
and their children need,

SUMMARY OF FROPOSAL

The ethic of parental responsibility is fundamental. No one shoold bring a child into the world until
he or she is prepared to support and nurture that child, We need to implement approaches that both
require parental responsibility and help individuals o exercise it.  First, we propose a national effort
to prevent teen pregoancy. Second, we need special efforts 1o encourage responsible parenting among
those on assistance, especially very young mothers. Thied, we must collect more c¢hild support on
behalf of all children living in single-parent families.

14



Reducing Teen Pregnancy and Out-ol~Wedloek Births

*  Lead a national campaign against teen pregnancy

=  Establish a national clearinghouse on teen preganancy prevention

s Provide teen pregnancy prevention grants

«  Conduct comprehensive service demonstrations of various prevention agproaches
Incentives for Responsible Behavior |

+  Require minor mothers to live at home

*  Require school-age parents to stay ia school

*  Allow States to Hmit additional benefits for additional children conceived while on AFDC

= Allow States to provide a varicty of incentives to reward responsible behavior ,
Child Support Eaforcement

+  Establish awards in every case

*  Easure fair awaed levels

*  Collect awards that are owed

»  Child support enforcement and assurance demonstrations

*  Eghance responsibility and opportunity for noncustodial parents

REDUCING TEEN PREGNANCY AND OUT-OF-WEDLOCK BIRTHS

We nead to send a strong signal that it is essential for young people to delay sexpal activity, as well
as childbirth, until they are ready to accept the responsibilities snd 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 marcied, 2bls to support themselves and nurture their offspring. We have
four proposals in this arga:

National Campaign Against Teen Pregnangy. The President will fead a national campaign against

teen pregnancy that challenges all aspects of society—-business, national and community voluntary
organizations, refigious institutions and schools--to join in the effort to reduce teen pregnancy. The
campaign will emphasize the broader themes of economic oppertunity, along with the personal
responsibifity of every family in every community. Government has a role to play in preventing teen
pregrancy, but the massive changes in attitudes and behavior that have occurced in recent decades
cannot be dealt with by Government alone,

Ly




National and individual goals will be established to define the miszion 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 {he support of ong's
children.

A non-profit, non-partisan entity committed to these goals will be established to pull together national,
State, and local efforts through the media, schools, churches, communities and individuals. #ts
membership will be broad-based, including youth, elected officials at ali levels of government, and
membess of religious, sports and entertainment communities. I[n addition, a Federal interagency
group will provide information and coordinate the range of Federal programs in this area across
program and deparument Hines,

A Ng earinghonse een Pregnancy Prevention. A National Clearinghouse on Teen
P:egmcy ?myeazwn wzii be e:szabizshed to serve a5 a mational center for the collection and
dissemination of information related (0 wWen pregnancy prevention programs. Such information will
include curricula, models, materials, training and technical assistance. The Clearinghouse could also
develop and sponsor training institutes for teen pregnancy prevention program staff and could conduct
evaluations of prevention programs,

Teen Pregnangy Prevention Grants, To be most sfiective, 2 prevention strategy must hegin with pre-
teens, focus initially on thez yazzzzg pez};)ia who are most at-risk, and emphasize school-based, school-
linked activities and complementary community action.

Under the Teen Pregrancy Prevention Grant Program, about 1,000 schools and community-based
programs will be provided flexible grants, ranging between $50,000 and $400,000 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 will
be targeted to schools with the highest concentration of youth at-risk and will be available (o 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 from high school. To ensure
quality and establish a visible and effective presenceé, these programs will be supervised by
professional staff and, where feasible, be supported by a team of national service participants
pravided by the Corporation for National and Community Service. These grants will be coordipated
with other Administration activities and will include an evaluation component,

omprehensive Services I fon £
Communities. &a e’f“f%ﬁw& a;&pmach 1o reducing teen pregnancy must jointly emphasrze increased
personal responsibility and ephanced opportunity, Particular emphasis must be paid to the prevention
of adolescent pregnancy befors marriage, Including sex education, abatinence education, life skills
education and contraceptive services. Programs that combine these elements have shown the most
promise, especially for adolescents who are motivated to aveid pregnancy until they arc married.
However, for those populations where adolescent pregnancy 18 3 symptom of deeper problems, a
wider spectrum of services and mors intensive sfforts may be necessary.
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For this reason, we propose comprehensive demonstration grants for youth in higherisk communities
of sufficient size or "critical mass™ o significantly improve the day-to-day experiences, decisions and
behaviors of youth, Local governments and ocal public and private non-profit organizations in high-
poverty areas will be eligible to apply. Sites will be asked 1o cover four broad areas, with significant
flexibility: health services, educational and employability development services, social support
services and community activities. The grants will follow 2 “youth development™ model and will
address a wide spectrum of areas associated with youth living in 2 healthy community: economic
opportunity, safety, health and education. These demonstrations will include & strong evaluation
gomponent and will be coordinated with other Administration activities.

INCENTIVES FOR RESPONSIBLE BEHAVIOR

Personal responsibility belongs at the heart of every government program. ‘We believe that very clear
and consistent messages about parenthood, and the ensuibg responsibilities, hold the best chance of
encouraging young peaple to defer parenthood. A boy who sees his brother required 16 pay 17
percent of his income In child support Tor 18 years may think twice about becoming a father, A girl
who knows that young motherhood will not relieve her of obligations to live &t home and go to school
may prefer other choices. We hope and expect that 3 reformed system that strongly reinforces the
responsibilitien of both parents will help prevent too-early parenthood and assist parenis with
becoming self-sufficient.

Along with responsibility, though, we must support opportunity. Teiling young people to be
responsible will 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 2 broad range of
incantives and requirements to reward responsible behavior;

i 10the : me. Teenagers who have children are still children themselves and need
a(iult superv:smn and guadam:e The welfare system shouldn't encourage young people who have
babies to [eave home and receive a separate check. Minor parents will be required to lve in their
parents” household, except when the minor parent is married or thers is a danger of abuse to the
minor parent. In the latter case, States will be encouraged to find a responsible adult with whom the
minor mother can Hive, Corrent AFDC mules permit minor mothers 10 be "adult caretakers” of their
own children, This proposal will regquire minor mothers to live in an environment where they can
receive the support and guldance they need. At the zame time, the circumstances of each individual
minor will be taken inte account,

; g school-age narents 1o stay in school. States will bo required to provide case management
smzces zo all eusmd;al ;saz‘enzs rece;vmg AFDC who are under age 20, We will ensure that every
school-age parent or pregnant teenager who is on, or applies for, welfare enrolls in the JOBS
program, continues their education, and is put on a track 10 self-sufficiency. Every school-age parent
{male or female, case head or nof) will be required to participate in JOBS from the moment the
pregnancy or paternity is established. Al JOBS rules pertaining 10 personal responsibility contracts,
employability plans, and participation wili apply to teen parents.
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2 - . Currently,
welfare benefits automatlca!ly increase Wlth the bll'th of an addltlonal Chlld Under the proposal,
States will have the option to limit benefit increases when additional children are conceived by parents
already on AFDC. States will be required to allow 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 incentives 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.

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 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 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. QOur proposal addresses each of these shortcomings,

Establish Awards in Every Case

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 been established in about half 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 ¢an be
increased dramatically if the process begins at birth or shortly thereafter, when the father is most
likely to be present.
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Parenting a child must be seen as an important responsibifity that has consequences. For young
fathers, this means that parenting a child will have real financisl consequences for the support of that
child. The responsibility for paternity establishment should be made clearer for both the parents and
the agencies, If the mother provides verifiable information about the father, State agencies muest
estahlish paternity within strict timelines,

This proposal expands the scope and improves the effectiveness of currest State paternity
establishment procedures,

ining ahii zess. The legal process for establishing pawmzty will be
stmamtmed $0 that States can estabﬁsh pam;ty (;mckiy and efficiently, Early voluntary
acknowledgement of paternity wiil be encouraged by building on the present in-hospital paternity
establishment programs. For those cases that remain, States will be given the 1wols they need 1o
pracess routine cases without having to resort to the courts at each step.

Cooperation from Mothers as  Condition of AFDC Benefits. The respongibility for paternity
establishment will be made clear both to parents and the ggencies. Mothers who apply for AFDC
must cooperate fully with paternity establishment procedures pricr to receiving benefits, under a new,
stricter definition of cooperation which requires that the mother provide the name and other verifigble
information that can be used o 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 delermination of cooperation before an
applicant is allowed to receive welfare benefits. Those who refuse to coaperate will be denied AFDC
benefits. Good cause exceptions will continug to be provided in appropriate chroumstances, 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 Federal match for benefits.

Paternity Qutreach. Outreach and public education programs aimed at voluntary paternity establish-
ment witl be greatly expanded in order to begin changing the anitudes of young fathers and mothers,
Qutreach efforts at the State and Federal levels will promote the importance of paternity establishe
ment, both as a parental tespoasibiiizy and as a right of the ¢hild to know both parents.

erpity Eerforme nd ddeasure standards. Staws will be azzc{mraged to improve their
patms:y e.smbhshmem rates for aii out-{sf«w&éie@k births, regardiess of welifare status, through
performance-based incentives. A new paternity measure will be implemented that is based on the
number of paternities established for all cases where childeen are born to an unmarried mother,

] ; ity {0 Establish Qrders Based on Guidelines. Establishing support awards is
cr;ti%l 0 ensurmg that ch:ldre:ti receive the support they deserve, Child Support (IV-D) agencies will
be given the administrative authority to establish the child support award in appropriate cases, based
on State guidelines.

Fawure Falr Award Levels

Fully 22 percent of the potential child support coliection gap can be traced 1o awards that are elther
set very low imitially or are not adjusted as incomes chanpe. Al States are currently required to use
presumptive guidelines for sefting 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 noncustodial parents required to pay support for one child is
$259 per month in Alabama, $241 in California, $50 in Massachusetts, and $25 in New York, While
the use of State-based guidelines has fed to more uniform treatment of similarly-sitzated parties within
a State, there is still much debate concerning the adequacy of support awards resulting from
guidelines. o
Another concern is the failure to update awards ag 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 original level, Updating typically increases awards aver time because the
noncustodial parent’s income typically increases after the award is set, while inflation reduces the
value of awards, However, the noncustodial parent who loses his job or experiences a Jegitimate
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 o provide
distribution policies that enable families to more easily move from welfare 10 work,

f Chil ers. Universal, periodic, administrative updating of awards will
be required for both AFDC and non-AFDC cages 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 he done autematically, unless both parents
decline a modification.

Distribution of Child Support Payments. Child support distribution poticies will be made more
responsive to the neads of families by re-ordering child support distribution priovities. For fanmlies
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 marciage, States will also have
the option to pay current child support directly to families who are recipients. Families often remain
economically vulnerable for a substantial period of time after leaving AFDC - about 40 percent of
those who leave welfare return withia one year, and anocther 60 percent return within fwo vears,
Ensuring that all support due 1o the family during this critical trangition period is paid to the famziy
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 he established to study the issue of child support guidelines and make recommenda-
tions to the Administration and Congress on the desirability of uniform national guidelines or nationsl
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 1o the family first if the family has
feft AFDC. Family unification will be encouraged by allowing families who unite or reunite in
marriage 1o have any child support grrearages owed to the State forgiven under certain circumstances.
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Collect Awards That Are Onwed

The full amount of child suppert is collected in only about half the cases. Currently, enforcement of
support cases is too often handled on a complaint-driven basis, with the IV-I) agency taking
enforcement action only when the costodial parent pressures the agency to do so. Many enforcement
steps require court intervention, even when the case is a routine one, Anrd even routine enforcement
measures often regquire individual case procegsing, ag opposed to being able to rely on automation and
mass case provessing.

This proposal includes provisions for cenfral registries and other tools o improve both intra- and
interstate snforcement. :

State Role. A State-based system will continue, but with bold changes which move the system toward
a more uniform, centralized and servico-oriented program. All States will maintain a central registry
and centralized collection and disbursement capability. The registry will maintain current records of
all support orders and work in conjunction with a centraiized payment centér for the collsction and
gistribution of ¢hild support payments, This will be desigaed to vastly simplify withholding for
employers, as well as ensure zecurate 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 remlies at the State level administratively. Thus, routine
gnforcement actions that can be handiad on a mass or group basis will be imposed through the central
State offices using computers and automation. For States that opt to use iocai offices, this will
supplement, but not replace, local enforcement actions.

All cases included in the central registry will receive child suppon enforcement services antomatical-
ly, without the need for an application, Certain parents, provided that they meset specified conditions,
can choose 1o be excluded from payment through the registry.

States must move toward a child support system for the 21Ist century., With 15§ million cases and a
growing caseload, this will not occur by simply 2dding more caseworkers. Routine cases have to be
handled in volume. The central vegistry, comtralized collection and disbursement system, increased
administrative remedies, and overall increase in automation and mags case processing ace all
necessary for the operation of 4 high performing and effective child support enforcement system.

The need has grows for one central State location to collect and distribute payments in 2 timely
manner, The ability to maintain accerate records that can be centrally accessed is critical,  The State-
based central registry of support orders and ceniralized collection and disbursement will enable States
1o 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 procsdures and automated billing and
statement processing. Centralized collection will vastly simplify withholding for employers since they
will only have to send payments to ong source, Giving State agencies the ability to take enforcement
action immedistely and automatically removes the burden of enforcing the obligation from the
wustodial parent, usuaily the mother,
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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, ‘consisting 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 Federal 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 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 tools they need, especially to
reach the self-employed and other individuals 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 universal 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 and/or 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 allocate 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. Federal technical assistance will be expanded to prevent deficiencies before they occur.
While penalties will still be available to ensure that States meet program requirements, the audit
process will emphasize a performance-based, "State-triendly” approach. There is almost universal
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. Vet collections are often sporadic. Often no
maney I8 received for several months, followed sometimes with a large arrearage payment. In other
cases, the father s unemployed and cannot pay that month, In still other Cases, the State simply fails
in its duties to collect money owed. The proposal calls for demonstrations of Child Support
Enforcement and Assurance which will attempt ¢o link expanded efforts at child support collections
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 sappert ~
for sxample, $2,000 annually for one child and $3,000 for two. This does not relieve the
noncustodial parent of any obligations. It simply ensures that the child will get some money even if
the State fails 1o collect it immediately.

Child support enforcement and assurance is meant to (8t ways 10 ease the difficult task of moving
people from welfare to work, It is designed to allow single parents o cownmt on some child support,
usually from the noncustodial parent, bet from the assured child support payment if the noncustodial
parent becomes unemployed or cannot pay child support, The States that (ry this demoastration will
have the option 1o Jink it with programs that require the noncustodial parent to work off the amount
owed, :

Since CSEA protection witl be provided only 10 custodial parents who have a child support award in
place, mothers should have more incentive fo cooperate in the identification and Jocation of the
noncustedial father, since they will be able 10 count on receiving benefits, CSEA benefits will
normally be subtracted dollar for dollar from welfare payments. In most States, 2 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, wark should be much more feasible and attractive.

Enhance Responsibility and Opportunity for Noncustodial Parents

There s considerable overlap 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 ili-equipped o handle cases in which noncustodial parenis cite
unemployment as the reason for their failure to make court-ordered support payments, and 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 thdt all parents live up to their responsibilities. If we are going to expest more
of mothers in welfare reform, we must not let fathers just walk away. A number of programs show
considerable promise in helping noncustodial parents reconnect with their children and fulfill their
financial responsibilities to support them, Some programs help parsats do more by seeing that they
get the skills they nsed 10 hold down a job and support their children, Other programs require
noncustodial parents to work off the support they owe. It is also important 1o show parents who get
involved in their children’s Tives again that when they pay child support, they restore 2 connection
they and their children need.
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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 0
do so, will also be fair to those noncustodial parents who show respansibility toward their chiiéma,

. States will have the option © use 4 porticon

{}f }OBS ami W{}RX ;zmgram ﬁmdmg f{}r ztawmg? %rk readiness, educational remediation and
mandatory work programs for nencustodial parents of AFDC recipient children who cannot pay child
support due © unemployment, underemployment or other employability protlems, States will be able
to choose 1o make participation by noncustodial parents mandatory or voluntary and will have
considerabie flexibility in designing their own programs,

ation. Girants | : and. Parg TN ‘Paternity and Parenting Demonstration
grants wtll be made to Statcs and/or cammuwzy»baseé crgamzauozzs to develop and implement
noncustodial parent (Fathers) components in conjuaction with existing programs for high-risk familieg
{e.g., Head Start, Healthy Stars, family presgrvation, teen pregoancy and prevention). Thess grants
will promote responsibie parenting, including the imporntance of paternity establishment and economic
security for children and the development of parenting skills.

Access and Vigitation Grants 1o States.  Paternity actions will stress the importance of getting fathers
involved earlier in their children’s lives. Grants will be made to States for programs which reinforce

the desirability for children to have continued access 1o and visitation by both parents. These
programs include mediation (both volumary 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 vigitation and alternative custody arrangements.
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MAKING WORK PAY/CHILD CARE
THE IMPORTANCE OF THE EITC, HEALTH CARE REFORM, AND CHILD CARE

A crucial component of welfare reform that promotes work and independence is making work pay.
The Census Buresi reports that in 1992, 16 percent of al] year-round, foll-time workers had earnings
too fow 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 one in five-of yearyoundd, full-time female
workers had low earnings.

Simultaneously, the welfare system sets up a devastating array 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 still on weifare, and it pravents
saving for the future with a meager limit on assets. Moreover, working-poor families often lack
adequate maxdical 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, K
our goals are 1o enccurage work and independence, 10 belp familics who are playing by the rules, and
to reduce both poverty and welfare use, then we must reward work rather thao welfare, '

Although they are not discussed in this paper, the Earned Income Tax Credit and health reform are
clearly two of the three major components of making work pay. Last summec’s $21-billion expansion
of the Barned Income Tax Credit (EITC) was a major step toward mauking 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 pee 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 full-
time with a family at home will no fonger be poor.

The next critical step toward making work pay is ensaring that alf Americans have health insurance
coverage. Many recipients are trapped on welfare by their inability o find or keep jobs with health .
benefits that provide the security they need. And too ofters, poor, non-working families on welfare
have better health coverage than poor, working families, The President’s health care reform plan will
provide universal access to health care, ensuring that no one will have to choose welfare instead of
work to ensure that their clildren have health insurance. Both the ENTC expansion and health care
reform will help support workers as they leave welfare o maintain their independence and self-
sufficiency. In one recent study, 83 percent of welfare recipients said they would leave welfare to
take 2 minimun-wage job immediately if it provided health coverage for their families. Another
study found that only § percent of people who leave welfare for work get jobs that provide heaith
insurancs,

The plan includes two additional provisions that will increase the return from work for low-income
families. Under current law, all income recelved by an AFDC reeipient or applicant must be counted
agalust the AFDC grant, except certain specified work—related and other disregards. The proposal
containg several provisions to make work a more attractive option for recipients combining work and
welfare and to simplify the treatment of income for recipients and caseworkers alike. States will be
required to disregard a minimum of 3120 per month but will have flexibility to establish higher
garnings disregard amounts to encourage work, In addition, States will have the option (o increase
the current $50 per month ¢hild support pass-theough. All disregards and the child support pass-
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through will be indexed 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 recsive part of the
EITC in advance payments throughout the year. While the reasons vary for the low utilization rate, it
is partly due o a lack of Information and because employers are responsible to determine eligibility
and administer the payments. Public agencies that dedl directly with welfare recipients are uniguely
advantaged to ensure that the advance payment option 18 used frequently and appropriately, The
proposal will allow States to conduct demonstration projects to make advance payments of the EITC
available to eligible residents through 3 State agency., Many contend that welfare recipients could
particutarly benefit from receiving the EITC in advance payments throughout the year because they
would experience the rewards from work on & more timely basis.

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

The Federal Government cuerently subsidizes child care for low-income families primarily through
the open-ended entitlement programs {the Title IV-A JOBS Child Care and Transitionat Child Care),
a capped entitlement program {At-Risk Child Care}, and 2 discretionary program (the Child Care and
Development Block Grant), Working AFDC recipients are also eligible for the child care disregard,
although in many places it is 100 low to cover the cost of care (3 maximum of $200 a month for
infants and 3174 a month for all other children). The dependent care tax credit is seldom available
for low~-income families because it is not refundable,

The curremt child care programs do not provide sufficient suppont for working-poor families. Ths
separate programs are also governed by inconsistent legislation and regulations, making it difficult for
States and parents to create a coherent systemn of care, Finally, there are problems with quality and
supply of care, especially for infants and toddlers,
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SUMMARY OF PROPOSAL

Improve Child Care for Low-Income Familics
¢ Maintain the existing child care guarantee
o Expand child care for low-income working families
¢ Maintain the Child Care and Development Block Grant
s Address quality and supply
*  {pordinate rules across all child care programs
*  Revise child care subsidy rates
Other Provigions ta Make Work Pay
*  Allow Swates to reward work and the payment of ¢hild support

s Permit agencies to provide advance payments of the EITC through State agencies

CHILD CARE

This welfare reform 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 ereating 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 Existing Child Care Guaranice

People on public assistance will continue t© 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 famities. The At-Risk Child Care
Program, currently a capped entitiement available (0 serve the working poor, is capped at 8 very ow
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 (0 make the match rate consisient 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 bave never been, or arg no
fonger, 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 families, it
does provide a 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 fiseal year 1995 hudget calls for 5 22.percent increase in funding for the Block
Grant, These funds support both services and guality improvements.

Address Quality and Supply

We will provide a set-aside in the At-Risk 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
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 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 low-income families as possible and the need to ensure the safety and healthy development of
children. Paying higher rates to increase quality can limit the ability to increase the number of child
gare slots, but rates that are 0o low can also limit supply and parental choice, and endanger children.
We are also concerned that there are specific child care supply problems in some geographie freas
and for some children-—-especially infants and toddiers. :

We propose a number of lower-cost strategies to address quality and supply. These inchrle:
improvements in the linkages between programs, inciuding the various child care programs and Head
Start; minimal but consistent health and safety standards; some direct funding toward the qaahzy and
supply improvements; and some action to maintain 2 reasonable floor of payment.

Ceordinate Rules Across All Child Care Programs

We will assist States to use Federal programs to create seamless coverage for persons who leave
welfare for work, Health and safety requirements will be made consistent across these programs and
will eonform to standards in the Block 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 o enhance guality and comprehiensive services.

Children skould be cared for in healthy and safe environments. The CCDRG standards, together with
two new standards on immunization and prohibiting access 1o toxic substances and weapons, are truly
the minimal requirements 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 alt cases except 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 betieve the immunization standard should vary from State to State.
Finally, we continue to sapport strongly parental choice and propose to add to 1V-A the CCDBG
requirements for: assuring parentd) choice of providers, providing to parents information on options
for care and payment of child care, and establighing a system for parestal complaints.
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Child Care Subsidy Rates

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

There is 2 particular problem with the AFDC income disregard for ¢child care, since it is based on an
unreasonably low maximum monthly payment of $173 per child (3200 for infant care), and becanse
the disregard is effective only after families incur child care expenses, resulting in a cash-flow
problem for families. Simply raising the digregard inadvertently mukes 2 number of new families
eligible tor AFDC. Eliminating the disregard will make many familics ingligible. Therefors, to
achieve equity and to give families a realistic 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),

GTHER PROVISIONS TO MAKE WORK PAY
Allow States 1o Reward Weork and the Puyment of Child Support

The existing set of AFDC earnings disregard rules makes work an irrational option for many
recipients, particularly over time. Currently, all income received by an AFDC recipient or applicant
is counted against the AFDC 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 390 work expense
gigregard, another $30 disregard, and one-third of remaining sarnings 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 {$200 if the child is under 2)
is permiited to be calculated after other disregard provisions have been applied. Currently, 850 in
child-support is passed through to families with established awards. The EITC 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 policy at the Federal level, We will allow considerable State flexibility in establishing
palicies beyond the minimam. Our proposa! includes the following four components;

+ Require States to disregard at Teast $120 in earnings. This is equivalent to the $90 and 330
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"'policy (i.e., income from earnings, child suppost or all forms of
income}. Currently, if States fill the gap, they must apply all forms of income.

+ (ive States the flexibility to establish their own carned income disregard policies on income above
these amounts, .

* The AFDC $50 pass-through of child support payments will be indexed for inflation; States will
have the option to pass through additional payments above this amount,

This proposal will yield a simpler system for recipients and caseworkers, altke. [t maximizes Mate
flexibility and makes work a more atiractive, rational option, By allowing workers in low-benefit
States 1o keep more of their earnings, #t will increase the economic well-being of those workers. The
requirement for States to supplement AFDC payments in fill-the-gap States, if they have less
disposable income because child support is paid 1o the child support agency {instead of diregtly to the
family), witl be eliminated.

Permit States to Provide Advance Payments of the EFTC through State Agendies

Under current law, Jow-incoms workers with children can elect 1 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 3 portion of the EITC in advance files a
W& form with his or her employer, and the employer calcudates the advanced EITC payment based
on the employes’s wages and filing status and adds the appropriate amountto the employee's
paycheck,

Despite the successes of the current program, the delivery of the EITC could be improved,
particularly by enhancing the probability that the EITC will be claimed in advance throughout the
year vather than as 3 year-end, lump-sum payment, Recent data indicates that fewer than ong percent
of EITC claimants have received the credit through advance payments through their employers,
While the reasons for the current low utilization rate are not fully 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 recipients, in particular, could benefit froms receiving the ¢redit at more regular intervals
throughout the year, By receiving the credit as they earn wages, workers would observe the direct
link between work effort and EITC.

1. Each State establishes an AFDC need standard (the income the State decides is the amount
essential for basic consumption ftems) 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-the-gap™ policy, beaefits are computed by subtracimg income from the higher need
standard.
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This proposal will allow up & four States to conduct demonstrations to promote the use of the
advance payment option of the EITC by shifting the outresch and administrative burdes from
employers to selected public agencies. Such agencies may include public assistance offices (AFDC
and/or Food Stamps), Employment Service Offices, and State finance and revenus agencies, Where
appropriate, States may coordinate advance payments of the EITC with payments of other Federal
benefits (such as food stamps} through clectronic beneflt technelogy, Technical assistance will be
provided by the Federal government, and each demonstration will be rigorously evaluated.
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most eritical and difficult goal of welfare reform & 10 reshape the very mission of the
current support system from one focused on writing checks w one forused on work, apporiunity, 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
irnportantly, B introduced the expectation that welfare recipiency is a transitional period of preparation
for self-sufficiency, Most able-bodied recipients were mandated to participate in the JOBS program
a8 & means towards seif-sufficiency.

However, the welfare system has not changed as much as was iateaded by the Family Support Act.
Only a small portion of the AFDC caseload is required to participate in the JOBS program, whilz a
majority of AFDC recipients are not required to participate and do not volunteer, An cven smaller
fraction of recipiemts are working. This sends & mixed message to both recipients and caseworkers
regarding the true tenms and validity of the sockal compact that the Family Support Act representad.
As a result, most long-term recipients are not on a track to ohtain employsient that will enable them
to leave AFDC.

This proposal calls for replacing the AFDC program with a transitional assistance program, o be
followed by wark. The new program includes four key elements: a new social contract; training,
sducation and placement assistanee to move peaple 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.

SUMMARY OF PROPOSAL

* A New Sadal Contract. Everyone who receives cash support will be expacted 1o do something to
help themselves and their community. Recipients will sign a personal responsibility agreement
indicating what is expected of them and of the goveroment and to prepare them for self-sustaining
employment, Persons who are not yet in a position to work or train (becanse of disability or the
need to care for an infant or disabled child) will be assigned to pre-JOBS until they are ready for
the time-timited JOBS program. Everyone will have a responsibility to contribute 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 JOBS program that focuses on
moving people into work, JOBS is the program which was established by the Family Support Act
of 1988 to provide training, elucation and job placement services to AFDC recipients. Every
aspect of the augmented JOBS program will 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 10 work as rapidly as possible. For
most applicants, supsrvised job search will be required from the date the application is approved.
JOBS participants will be required o accept a job if offered. The new cffort, rather than creating
an employment training system for welfare recipients alone, will seek close coordination with Job
Training Partnership Act GTPA) programs and other mainstream training programs and educa-
tional resources.
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* A Two-Year Time Limit. Young recipients will be limited 1o two years of cash assistance, after
which they will be expected to work., While two years will be the maximum period for the receipt
of cash aid by people able 10 work, 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 child will be placed in a pre-JOBS status and wilt not be subject to the time
timit while such conditions exist. In a very limited number of cases, extensions of the time Hodt
will be granted for completion of an education or training program or in unusval circumstances,

* Work {the WORK program). The new effort will he designed to help as many people as
possible o find employment before reaching the two-year tims limit. Those persons who are not
able to find cmploymont within two years will be required o take a job in the WORK program,
WORK pragram jobs will be pald amployment, rather than “workfire,” and will include
subsidized private sector jobs, 28 well as positions with loeal not-for-profit erganizations and in the
public sector. The positions are intended to be short-ters, last-resort jobs, designed neither to
displace existing workers, nor to serve as substitutes for unsubsidized employment, Provisions
will be put in place to discourage lengthy stays in the WORK program. Among these will be
fimits on the duration of any one WORK assigament, 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 ¢ffort to find unsubsidized work, and
anyone who turns down 2 job offer will be removed from the rolls.  The primary emphasis of the
WORK program will be on sscuring unsubsidized employment. States will be given considerable
flexibitity in the operation of the WORK program in order to achieve this goal.

Each of these elements is discosged below.
PHAKE-IN

it is very unlikely that States could proceed to full-scale implementation of the changes described
above immediately after passage of the legislation. BEwven if resources were plentiful, atdempting to
instantly place the entire caseload in the new transitional assistance program would almost guarantee
enormouns administrative difficulties at the State level. Facing the need (o serve hundreds of
thousands more persons in the JOBS program and to oreate hundreds of thousands of WORK
assignments, many States would be unable 0 succeed at either,

An attractive alternative 1o the chaos of immediate fuil-scale implementation is to begin by focusing
on younger parents. The younger genecation of actual and potential welfare recipients represents the
source of greatest congern,  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 graatest 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
Hitle veal help is provided to anyone.

The phase-in of the new requirements will begin with all recipients (ncluding new applicants) born
after December 31, 1971, All persons of the same age and circomstances will then face the same
rules, regardless of when they entered the system. This is roughly one third of the caseload in 19596,
Owver time, as the percentage of the caseload born after 1971 rises, the new transitional assistance
program will 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 alf adult recipients are inciuded. By 2004, two-thirds of
the adult caseload will be included.

Targeting younger parenis does not imply fimiting access o education and traising services for clder
recipients. They will still be eligible for JOBS services. The new resources, however, will be
focused on younger recipients.

A NEW SOCIAL CONTRACT

The goal of these proposals is 10 make the welfare system a much different world. The intake

process will be changed to clearly communicate (o recipisnts the expectation of achieving seif-

sufficiency through work. Just as imporiant, the agency will also face a different set of expectations.

In addition to determining eligibility, its role will be o help recipients achieve self-sufficiency. The

underlying philosophy is one of mutual responsibility. The welfare agency will help recipients

achieve self-sufficiency and will provide transitional cash assistance; in requrn, recipients will take
responsibility for their lives and the economic well-being of their children,

Personal Responsibility Agreement. Each adult applicant for assistance will be required to enter into
a written agreement in which he or she agrees to take responsibility for moving quickly toward

independence in renirn for that assistance, The applicant and the State will develop an employability
plan leading to setf-sufficizncy, and the State will agree o provide the services called for in the
employabiiity plan.

Orientation. Each applicant will receive orientation services to explain how the new system will
work, A full understanding of how g time-limited assistance program operates will ensure that
participants maximize their opportunities to obtain services.

Employability Plan. Within a short time frame, each adelt will undergo a thorough needs assessroent.
Based on this assessment, and in conjunction with his or her caseworker, each person will design an .
individualized cmployability plan which specifies the services to be provided by the State and the time
frame for achieving seif-sufficiency.

Pre-JOBS. Under the current system, only 2 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 able 0 participate in education, fraining or work still bave 10 meet certain
expactations, People with a disability or caring for 4 disabled child, mothers with infants under one,
and people living in remote areas will be eligible for pre-JOBS. States will be allowad to place a
cappsd number of people in pre-JICBS foc ather good-cause reasons. All recipients will be required
to take steps, even if they are small ones, toward self-sufficiency. Just as in the JOBS program,
participants in pre-JOBS, when possible, will be expected to complete employability plans and
undertake activities intended to prepare them for employment and/or the JOBS program.

Increased Participation. With increased Federal resources available, it is reasonable to require
increased panticipation in the JOBS program. Current law requires that States enroll 20 percent of the
non-exempt AFDC caseload in the JOBS program during fiscal year 1995, States will be expecied to
meet much higher participation rates for persons who are earsiled in the new program, Through the
phase-in strategy described above, 4 higher and higher percentage of the caseload will be subject to
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these rules and requirements, and the transitional assistance program will move toward 3 full-
participation model.

TRAINING, EDUCATION, JOB SEARCH ANID JOB PLACEMENT
-~ THE JOBS PROGRAM

The JOBS program originated with the Family Support Act. It represented a new vision for welfare,
but it remaing mostly an afterthought to a system principally focused on eligibility determination and
check writing, We propose to make the JOBS program the centerpicce of the public assistance
system. Doing so will require 2 seriss of koy improvements.

There have been many impediments to the success of the JOBS program, such as a lengthy recession,
the surge in AFDC caseloads and State budget shortfalis 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 10 fully transform the welfare system into 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 on
determining eligibility and writing checks. To accomplish this, & 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:

o A clear focus on work., From the moment they enter the system, applicants are focused on
thaving from welfare (0 work through participation in programs and services designed to
enhance employability; and

{23 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. Participanis in the JOBS program have very different levels of work
experience, education and skills. Accordingly, their needs will be et through a variety of activities:
Jjob search, classroom learning, on-the-job training and work experience. States and localities will,
thersfore, have great flexibility in designing the exact mix of JOBS program services. Employability
plans will be adjusted in response to changes in a family's sitvation, Finally, the Federal government
will make much-needed additional resources available to the States 10 accomplish the objectives.

Up-Front Job Search, All new adult recipients in the phased-in group {and minor parents whe have
competed high school} who are judged job-ready will be required to perform job search, a¢ soon a8
the application is approved. States will have the option o require all job-ready new recipients
(including those in the not-phased-int group) to engage in up-fromt 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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ald in comploting the needs assessment m{i in developing the employability plan, and may also help
participants focus their energies.

Teen Parents. in order to mest the special neads of teen parents, any custadial parent under age 20
will be provided case management services. Teen parents will be required to finish bigh school and
participate in the JOBS program. (For further provisions regarding teen parents, see section on
Promoting Parental Responsibility}). .

1an! yssessment. In addition to the expectation that client progress will be monitored on 8
regula.r baszs States will be required 1o conduct an assessment of ali adult recipients and minor
parents, including both those in the pre-J(BS 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.

Sangtions. In order for the systess to work, participants muist see that the requirements are real,
There must be a direct connection between 2 participant’s behavior and the rewards and sanctions as a
consequence. The sanction for refusing & fob offer without good cause will he strengthensd. The
current penalty removes the adult from the grant; in the new system, the family’s entice AFDC
benefit will be terminated for 6 months or until 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 less of income for the family. Sanctions for failure to follow the
employability plan will be the same as under current law,

£ g 2 atch. It is important 16 ensure that all welfare recipients
wha are rcqu;wd 0 parttcnpatc in zhe JOBS pmgram have access o the appropriste services. The
increase in Federal resources available to the States and simplified and enhanced match rates will
enable States to undertake the necessary expansion in the JOBS program.

Similar to current law, the capped entitiernent for JOBS will be allocated according to the average
monthly mumber of adult recipicots (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 uader current
lawto __ for 1996, . . billionfor 1997 and billion for each of the next three yvears, The .
capped “entitiement for JOBS (as well as for WORK) would he increased if the national unemployment
rate equalied or exceaded 7 percent.

Figcal constraints bave proven particularly troublesome in effecting welfare system changes. States
are required to share the cost of the JOBS program with the Federal Government. Maoy States have,
however, been experioncing budgetary difficulties which were aot anticipatad at the time the Family
Support Act was enacted, Consequently, mmost States have been unable to draw down their full
allocation of Federal JOBS funds because they have not beea able provide the required State match,
In 1992, States drew down only two-thirds of the $1 bilfion in available Federal funds, and only 10
States drew dows their full allocation. Fiscal problems have limited the number of individuals served
under JOBS and, in many cases, limited the services States offer theic JOBS participants,

To address the scarcity of State JOBS doliars, the Federal match rate will be increased by five to ten
percentage polots over the surrent JOBS match rate, with a minimum Federal match between 65 and
70 percent. Spending for direct program costs, for administrative costs and for the costs of
transportation and work-related supportive services would all be matched at the single rate.  During
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pariods of high State unemployment, the State match rate for JOBS, WORK and At-Risk Child Care
would be reduced by ien parcent.

eadership. The Federal role in the JOBS program will be providing training and technical
asswtam:e to help States make the program changes called for in this plan. The Federal Goveroment
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 JOBS funds specifically for this purpose.
-two percent in fiscal years 1996-98, and one percent thereafter,

Integrating JOBS and Muinstream Education and Training Initintives

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 which serve the AFDC population will help States
accomplish the mission of the JOBS program by expanding access to other available services. This
proposal prescribes greater coordination, but it gramts broad flexibility to States w achieve this
objective. To this end, the proposal implements several mechanisms that promote ongoing
caoordination and integration and which fessen the administrative burdens States face. This will allow
for program simplification, innovation, and ongoing program improvement,

The role of the JOBS program should not be (0 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
gach State is required to ensure that program activities under JOBS are coordinated with JITPA and
other relevant employment, training, and educational programs available in the State, Appropriate
components of the Stata'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.
While these measures have served 1o move the welfare system in the direction of program
conrdination and integration, fucther steps can and should be taken. Federn! and State efforts for
promoting integration and coordination, and general progran improvement, will be an ongoing
process in the new system.

pram ation. This proposal includes provisions which will greatly eshance integration and
ﬁmrdmazmn ameng ihe 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 [, Perkins Vocational Educational Act. For example, the State council
on votational education and the State advisory council on adult education will review the State JOBS
plan and submit comments to the Governor o ensure the objectives of these programs are adeguately
addressed by the State’s JOBS program,

Expanded State Flexibility. In order to enalife States to take the steps necessary to achieve full
integration among education, 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
JOBS/HATPA program. This option will expand State flexibility and will promote innovation and
program improvement,
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. Among the many Administration initistives which will be coordinated with

&&JOBS prﬁgrame |

* National Sgrvice, HHS wili work with the Corporation for National and Community Service to
ensure that JOBS participants are able to take full advantage of national service a3 2 road w
independence,

» Schovlte-Work, HHS will work with the Department of Education to make participation
requirements for the School-to~Work and JOBS programs compatible, in order o give JOBS
participants the opportunity to access this new initiative.

: ping. States which move toward one-s5top shopping under the Reemplovment
&sszstance Act will Eze required to include the JORBS program.

* Pell Grants. The program will ensore that JOBS participanis make full use of such existing
programs as Pell grants, income-contingent student loans and Job Corps.

TWO-YEAR TIME LIMIT

Mast people who enter the welfare system do not stay on AFDC continuously for many years, Itis
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 jeave within
two years, and fewer than one in five spends five congequtive years on AFDC, Half of all those who
leave welfare, however, retarn within two years, and three of every four return at some peint in the
future, Most recipionts use the AFDC program not as & permanent alternative (o work, but as
temporary assistance during times of economic difficulty.

While persons who remain on AFDC for long periods at a time represent only a modest percentage of
alf people who ever enter the system, they represent a high proportion of thoge on welfare at any
given time. Although many face very serious barriers (o employment, including physical disabilities,
others are abie 10 work but are not making progress toward selfgufficiency. Most long-term

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

. Placing a time [imit on cash assistance is part of the overall effort o shift the focus of the weifare
system from providing cash assistance 10 promoting work and self-sufficiency. The time limit will
give both recipients and JOBS staff a structure that necessitates cootinuous movement toward fuifilling
the ohjectives 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 work requirement,
Special provisions for teen parents are discussed belaw.

Time limits will, in general, be linked to JOBS participation, Recipients required to participate in
JOBS will be subject to the time limit. Months in which an individual receives asgistance while
assigned to pre-JOBS status (rather than participating in JOBS) will not count against the 24-month
time Timit.
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In a two-parent family, both parents will he subject to the time limit if the principal earner is in the
phased-in group {(sse below). If ane parent reaches the time limit when the other has not, the parent
who reaches the time limit will be required to enter the WUORK program. The family will continue to
be eligible for benefits as long as at least one of the two parents has not reached the time [imit for
transitional assigtance.

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 people will be sxpecied to enter employment well before the two years are up; States that wish
to set shorter time frames and sequire work sooner will be able o do 50,

Minimum Wark Standaed. Months in which an individual meets the minimum work standard will not
be counted against the time limit. 1o an AFDC-UP family, if one parent meets the minimum work
standard, neither parent is subject to the timz limit, The minimum work standard will be set at 20
hours per week, with a State option to reqguire up 10 30 hours per week.,

Teen Parents. 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 I8,
In other words, any period of receiving benefits as a custodial pavent prios to the age of 18 will not
be counted against the two-year time limit.

Pre-WORK -Job Search. Persons who are within 48 days of reaching the time Himit {(up to 90 days at
State option) will be required to gngage in supervised job search for those final 4590 days, before
taking a WORK assignment.

Extensions., States will be permitted to grant 2 limited number of extensions to the time limit in the
following circumstances:

* For completion of a GED or ather sducation or training progeam, including 3 school-io-work
program or post-secondary education program, expecied 1o lead directly to employment, These
extensions will be contingent on satisfactory progress toward complating the program and will be ..
firsited to 12-24 months in duration, and must be combined with part-time employment,

+ For those who are learning disabled, iiliterate or face language barriers or other gerious obstacles
10 emplovinent.

States will, in addition, be required to grant extensions 1o persons who have reached the time limit
but who have not had access 1o the services specified in the employability plan. The total number of
extensions will be limited to 10 percent of recipients required to participate in JOBS. In other words,
a State could have no more than 10 percent of its JOBS-mandatory recipients in extended status at any
given time,

Limited Addiional Assistance to Persons Who Stay off Welfare for Extended Perinds. Persons who

gxhaust or nearly exhaust their 24 months of time-limited assistance and who leave welfare for an
extended period of time will be able to qualify for a few additional months of assistance, This will
serve as 4 cushion, should they lose their job and need temporary help again, Persons with less than
6 months left on their time [imit when they leave welfare can qualify for vp to 3 months of additional
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support for each year they are off welfare. However, in no case will they be able to raise their
remaining time of benefits avaifable sbove 6 months.

WORK

The focus of the transitional assistance program will be helping peopie move from welfare to seif-
sufficiency through work. An integral part of this effort is making assistance truly transitional for
those abls to work by placing & 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
thege persons with the opportunity to support their families through paid work,

Each State will be required to operate 2 WORK program which will make paid work assignments
availabile to recipients who 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 WORX program in order to
achieve this end. For example, a State could provide short-term subsidized private sector jobs (with
the expectation that many of these positions will become permanent), or positions in not-for-profit
organizations and/or public sector agencies,

The WORK program as structured is designed 1o 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 @ obiain unsubsidized private sector jobs, The structure
ensures that work "pays” by assuring that a family with an adult in g WORK assignment will be no
worse Off than a family of the same size ip which no one is working.

"Workfare" programs are generally not consistent with placements in the private sector. By contrast,
the WORK program requires a strong private-sector focus. This is work--not workfare., Persons wiil
he 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 info, rather than serve as a substitute for, private sector employment.

Administrative Structure of the WORK Program

Eligibility. A recipient who has reached the time Hmit for transitional assistance will be pmmz 0
enroll in the WORK program, provided he or she has not refused an offer of an unsubsidized job
without good cause (see below).

WORK Fungding. Federal funds for the cost of operating the WORK prograns will be capped and
distributed to States ac¢ording to the number of persons required to participate in JOBS (and subject
to the time limit) and the number in the WORK program in a State, relative to the total number in all
States. These Federal monigs must be matched by State funds at the same rate as in JOBS--the
current JOBS match rate plus five o ton percentage points. The WORK capped entitlement will be
st at billion for 1998, billion for 1999, for 2004, Biliion for 2081 and billion
for 2002, As discussed under JOBS funding, the capped entitlements for JOBS and WORK would be
increased if the national unemployment rate equalied 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-Rigk Child Care would be reduced by ten percent.

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

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

Flexibifity. States will have considerable flexibility in operating the WORK program. A State can
pursue any of a wide range of strategies to provide work 0 thase who have reached the two-year
limit, including:

i

»  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);

»  {ffer employers other financial incentives to hire JOBS graduates;

»  Exscute performance-based contracts with private firms or potfor-profit organizations 10
place WORK participaats in unsubsidized fobs;

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

»  Employ WORK panicipants as child care workers, child support caseworkers, or home health
aides; and

»  Support microenterprise and self-employment efforts,

Participation Rates. Each State will be required to meet a participation standard for the WORK
program, defined as the lower number of the following such thatt 1) Eighty percent of those who
reach the time Hmit and are in the WORK program are assigned to 2 WORK siot {or in another
defined status); 2) The number of WORK assignments the State is required to create {(hasedd on the
funding allocation) are filled by individuals assigned te the WORK program.

; o0 of sstznments. I the number of peop]e needing WORK positions exceads the
szz;z;ziy, parscns new to t?ze WORK program will be given priority, over persons who have prev:ousky
held a WORK position, in the alfocation of WORK assignments, With vespect to the remaining
WORK participants, States will be permitted 1o allocate WORK assignments so as to maximize the
chance of successtul placements,

Interim Activities. States will have the option of requiring persons awaiting WORK assignments

{e.g., those who have just concluded 8 WORK assignment) to participate in other WORK program
activities, such as individual or group job search. Child care and other supportive services will be
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provided as needed for participation in interim WORK program activities. Persons in the WORK
program but not in 2 WORK gssignment will be eligible for cash benefits in the interim,

i ffer. Both JOBS and WORK program participants will be
re;qu:red to a(,aept any offar of an unsubsidized job, providad the job meeis certain health and safety
standards and doss not result in 4 net loss of cash income. An individual who 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 individials from the rolls for failing
to make a good faith effort to find unsubsidized work where jobs are available to match their skills.

Qversight. There will be 2 WORK advisory panel for each locality with union and private, aot-for-
profit {including community-based organizations) and public (including local government) sector
represemtation 1o provide oversight and guidance to the WORK program,

of Panticination in the K oram. Individoals will be limited to 4 maximum stay of 12
zmaiizs in a:zy szzzgza ?i{}iii{ assignment, after which they will be required to perform job search,
States will he 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 to another WORK position, placed in pre-JOBS status, referred
back o the JORS program, or, at State option, be removed from the rolls for refusing a job offeror -
failing 1o take appropriate steps (such as intensive job search) to find unsubsidized work where jobs
are avaiiable o match theie gkills,

Retention. States will be required to maintain records on the performsnce of employers {public,
private and not-for-profit) in retaining WORK program participants (after the subsidies end).
Similarly, States will be mandated 10 monitor the effectiveness of placement firms in placing WORK
participants in unsubsidized employment,

ndisplagement. The assignment of a participant to a subsidized job under the WORK program will
not result in tha zi:splacement of or infringe upon the promotional opportunities of any currently
emploved worker. In addition, WORK participants could not be placed in vacancies created by a
fayoff, strike or lockowt,

portive Services, States will be reguired to guarantee child care, if needed, for any person in a
Wi}ﬁ,}{ asszg:}méﬁt States will also be mandated to provide other work-related supportive services as
needed for participation in the WORK program.

Characteristics of the WORK Assignments

Wapes. 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.

Hours. Each WORK assignment will be for a minimam of 15 hours per week and for ao more than
35 hours per week., The number of hours for each position will be determined by the State,
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gatment of Wares with Respect o T | Taxes. Wages from WORK positions will be
treawé as izamed zzzcﬁme wzﬁz res?es: 10 Federa and Fﬁdam&aw assistance programs other than
AFDC. Participants in the WORK program and their families will be weated 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 provigions
of any Federal or State unemployment compensation law. Workers” Compensation coverage will 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 calcylating the
Earned Income Tax Credit (EITC), in order to enconrage movement into jobs outside the WORK
program.

Earnings Supplementation. A family with an adult in 2 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)
will be eligible for supplemental cash benefits to make up the difference. In other words, an earnings
supplement will be provided such that a family with an individual who is working in either a WORK
assignment or an unsubsidized private secter job, will never be worse off than a family of the same
size on assistance in which no one is working.

The work exponse disregard used for the purpose of caleulating the earnings supplement will be $12¢
per month (the standard AFDC work expense disregard). States which opt for more genercus AFDC
earnings disregard policies will be permitted but not reguiced to apply these policies to WORK wages,

Sanctions. Wages will be paid for hours worked, and those who do not show up for work will not
get paid. Failure to work the set number 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
months,

Type of Work. States will be encouraged to place as many WORK participants as possible in
subsidized private sector positions. Many of the WORK positions may also be in'the not-for-profit
sector, with, for sxample, voluntary agencies, Head Start centers and other community-based
organizations,

Work Place Rules, Participants in the WORK program will enjoy the same working conditions and
rights as compambie 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, frusirates people seeking aid, confuses
caseworkers, increases administrative costs, leads to program errors and zaeﬁ‘zcxeaczes, and abets the
perception of widespread waste amd abuse.

SUMMARY OF PROPOSAL

Clearer Federal goals which dllow greater State and local flexibility are critical. A centrat Federal
rols in information systems and interstate coordination will prevent waste, fraud and abuse and will
also improve service delivery at State and Jocal levels. The propasal to reinvent government
assistance contains three major components:

Coordination, Simplification and Improved Incentives in Income Support Programs
¢  Allow States to eliminate special requirements for two-parent families x
*  Allow families to own a reliable automobile
*  Allow families to accumulate savings
»  Other coordination and simplification proposals
*  Essential persons
Accountability, Efficiency and Reducing Fraud
< A nationwidg public assistance clearinghouse
*  State racking systems
s  Expansion of EBT systems
A Performance-Baged System
*  New performance measures and service delivery standards

»  Improved quality assurance system

*  Techaical assigtance




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 wil! enahle caseworkers (o spend less time on .
determining eligibility for various programs and more time oa developing and implementing strategies
10 move clients from welfare to work.

Many have criticized the welfare system because it imposes a "marriage penalty” to recipients who
choose 0 wed by potentialiy making the married-couple family meligible for assistance. Eliminating
the current bias in the welfare system against two-parent families will eacourage parents to remain
together and prevent one parent from leaving 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. Bconomic security is 3 vital step towards leaving welfare
permanently. Changing the asset rules 10 allow recipients attain savings, own a reliable car, or even
start a business is an important step ins the right direction,

Allow States to Eliminate Special Requirements for Two-parest Families

AFDC eligibility for two-parent families i currently limited 1o those in which the principal wage
garngr s unemployed, and has worked six of the 1ast 13 quarters. “Unemployed” is defined as
working less than 100 hours in & momh, This proposal will allow States, at their option, to eliminate
any of the special oligibility requirements for two-parent fTamilies, including the 100 hour rule, the 30
- day unemployment requirement, and the employment test.  For States that elect to maintain 2 100
~hour {or modified) rule, WORK program participation 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 199K, and makes it a pormanent program,

Allow Families to Own a Refiable Antomohile

Reliabie franspormation will be essential to achieving self-sufficiency for many recipients in a time-
tinited program ~ if we are sxpecting them o work, we should allow them to have a reliable car that
will get them (o work, A dependable vehicle IS important to individuals in finding and keeping a job,
particularly for thuse in areas without adequate public trangportation. Both the AFDC and Food
Stamp programs need a consistent resource policy that supports acquiring reliable vehieles.

For AFDC, the permitied squity value for ong car is set at $1,500 or 2 lower value set by the State.
In the Food Stamp Program, 3 car valued at up to $4,500 fair market value is allowed, although a car
of any value can be exciuded in certain limited circumstances. In both programs the automobile
Himitationg can be a substantial barrier to independence. Current AFDC policy would prevent total
exciusion of most cars less than ¢ight to ten years old, The Secretary of Health and Human Sérvices
will exercise existing regulatory authority 10 increase the AFDC automobile limit to an equity value of
£3,500, which is more compatible with the current Food Stamnp fair market value limit,

43



Allow Families to Accumaulate Savings

As part of the welfare reform effort, we will explors a cange of strategies, above and beyond
education und job training, to help recipients achieve self-gufficiency. Such strategies could include
empowering welfare recipients to start their own businesses amd encouraging them to save their
earnings to build for the future. Recipients will be permitted to accumulate savings in Individual
Development Accounts (IDAs) 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 doMars, 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 eontinuing efigibility 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 o simplify and coordinate rules to encourage work, family formation, and asset
accumulation, These inciude:

) : geting. ‘The proposal will conform AYDC to the Food Stamp Program’s
more fiex;bzc wqa;femms for reporting and budgeting. Under Food Stamp Program rules, States are
given the option (0 use prospective or retrospactive budgeting with or without monthly reporting.

This proposal will foster consistency between the AFDC and Food Stamp pmg;rams and give States
greater flexibility to administer their programs.

esources and assets, The policies proposed under this category generally conform the way in which
assm a,aé 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 acrass Federal assistance programs are perceived as signifi-
cant harriers to families saving and investing in their futures,

We propose to develop uniform resource exclusion policies in AFDC and Food Stamps. This
proposal will increase the AFDC resource [imit (currently $1,000) to $2,000 (or $3,000 for a
household with a member age 60 or over) to conform to the Food Stamip resource limit, We will
generally conform AFDC to Food Stamp policy regarding burial plots, foneral agreements, real
property, cash surrender value of life insurance policies and transfer of resources.

The administrative complexities that exist in applying resource requirements in the AFDC and Food
Stamp programs will be greatly reduced under these proposed changes. Welfare administrators will
be able to apply the same rules to the same resources for the same family. Thess conforming changes
achieve simplification by streamlining the adminisirative processes in both programs.,



The proposal also includes a self-employment/microenterprise demonstration program, This program
will attempt to promote self-employment among welfare recipients by providing access to both
microloan funds and to technical assistance in the areas of obtaining loans and stacting businesses.
The demonstration will explore the extent to which s¢lfemployment can serve as a route to self-
sufficiency for recipients of cash assistance by encouraging persons on assistance to start
micreenterprises (small businesses). In addition, resources necessary for self-employment, including
business loans, will be excluded from the general resource limits. -

Treatment of income. Federal ARDC law requires that all income received by an AFDC recipient o
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 streamling both programs and/or {0 reintroduce positive incentives for
recipients to work. Several provisions will meet these objectives.

This proposal will exclude non-recurring lamp sum payments from income for AFDC, and disregard
reimbursements and EITC a5 resources for both programs. Lump sum payments, such as EITC or
reimbursements, will be disregarded as resources for one year from the date of receipt allowing
families to conserve the payments to meet future fiving expenses, In addition, we will disregard all
education assistance and earnings of students up to age 19, exclude inconseguential income up to $30
per individual per quarter, disregard JTPA stipends and allowances, digsregard both earmed and
uncarned in-kind income and count OJT and other earned income. Allpwances, stipends and
educational awards received by volunteers participating in a National Service Program will be
disregarded for AFDC 10 conform 10 Food Stamp policy.

Tagether these proposals will make the treatment of income simpler for both recipients and welfare
officials to understand. They will make work and education 3 more sttractive, rational option for
those who would continue 10 receive sssistance and they will improve the economic well-being of
those who need to combing work and welfare.

Oher Conformities. We propaose conforming and streamlining AFDC and Food Stamp policies
regarding underpayments and verifications. Underpayments will be restored to both curresnt and
former recipients for a period not t0 exceed 12 months, While verification of information needed for
eligibility and benefit determinations will continue to be critical to delivering assistance, States will be
given flexibility to simphlify verification systems, methods, and timeframes 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 permifted to implement
Federal income tax intercept programs to collect outstanding AFDC overpayments, as currently
available for Food Stamps.

Territories. The territeries opsrate AFDC, AABD, 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, with the Federal government matching up to 75 percent of costs. Benefit
payments above the cap are financed 100 percent by the territories, The caps are 582 million for
Puerte Rico, $3.8 million for Guam, and $2.8 million for the Virgin Islands, Betwesn 1979 and the
present, the caps were ingreased once, by roughly I3 percent. The numbser of public assistance
programs funded under the current caps, coupled with oaly one adjustment to these caps in 15 years,
has seriously limited the territories” abilitiss to provide, Iet 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 of the current economy and caseload. We will also create a mechanism
for indexing the caps o provide for oecasional adjustments in funding levels in leu of the current
burdensome method of petitioning Congress for adjustments. Reguirements to operate AFDC-UP
programs in the territories will be climinated. This proposal will continus to give territories the
authority to operate public assistance programs and adequate means to do so.

Ezsential Persons

Under current law, States are permitted, at their option, 10 include in the AFDC grant benefits for
persons who are considered essential to the well-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 individuils are not eligible for AFDC in their own right, but their needs are taken into account
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 loophole that allows States to bring relatives like adult 3ibfings into the

. AFDC unit. 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 mcapacuawd
AFDC family member in the home,

- ACCOUNTABILITY, EFFICIENCY AND REDUCING FRAUD

Improvements in administration of welfare programs through the use of computerized information
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, fack of interactive access and Jimited
ability to electronically exchange data. Multiple and uncoordinated programs and complex regulations
invite waste, frauduient behavior and simple error,

Computer and information technology sofutions will support weifare reform by providing new
agtomated screening and intake processes, eligibility decision-making tools, and benefit delivery
techniques. Application of modern technologies such as expert systems, relational databases, voice
recognition units and high performance computer networks will permit the development of an
information infrastructure and system that is able to!  eliminate the need for clients (o access different
entry points before receiving services, eliminate the need for agency workers {and clients) ©
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 peeded for a time-limited welfare system,

We are proposing to make use of now technology and automatios to develop an information
infrastructure which allows State-level integration and interfacing of multiple systems (including
AFDC, food stamps, work grograms, child care, child support enforcement, and others) and offers
the chance to implement transitional programs which ensure gquality service, fiscal accountability and
program integrity. States will be ablg 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
information, either alone or by matching it with other data sources, will allow States to prevent, for
example, clients from recelving benefits in multiple Iocations, from claiming non-¢xistent chitdren,
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 "smoked-out” 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 come onto the colls at all or, oace on, to actively pursue seff-sufficiency,

Program integrity activities will focus on ensuring overall payment accuracy, and detection and
prevention of recipient, worker and vendor fraud. The new systems at the local, 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 1o include both a national data
clearinghouse 1o coordinate data exchange, a5 well as gnhanced State and local information
processing.

de public ags : ghouse will be created which witl be a collection of abbreviated
case and etizcr dm ’I‘tze ciwmgiw:zs& will maintain at least the foliowing data registries: the
National New Hire Registry of employment data including new hires; the National Locate Registry
that subsumes the corcent Faderal Parent Locator Service; the National Child Support Registey of data
on roncustodial parents who have support orders; and the National Transitional Assistance Registry to
assist in operating a nationsl time-lmited assistance "clock™ by tracking people whenever and
wherever they use welfare. Such & system is essential for keeping the clock in a time-limited welfare
syster.  Persons will not be able to escape their responsibilities by moving or by trying o wiiact
benefits in two jurisdictions simultaneously,

State tracking systems which follow peopie in the JOBS and WORK programs. These systems will
ensure that people are getting access fo what they deserve and that they are being heid 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 training and placement services
they are expected ta,

In sum, the new welfare system, on the one hand, will provide government agencies erhanced 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 more actively in their own self-improvement.

Expansion of EBT 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,
Agriculture, Education, Treasury, the Office of Personnel Management, and the Office of
Management and Budget 1o develop a steategic plan for a nationwide system to deliver goverament
benefits, including welfare assistance, electronically, [In its recent report, the Task Force sets forth a
vision for implementation of & uniform, integrated national system for Efectronic Benefits Transfec
{EBT) by 1589,

This systers will replace today’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 EBT
card which they could use at ATM or point-of-sale (POS} machines in stores and other locations to
electronically access one or many types of benefits, from welfare 1o Social Security. The card helps
1o eliminate the stigma associated with cashing a welfare check or using food stamps at 2 grocery

_ store, and restores the dignity amd control associated with work and independence. EBT also
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eliminates much of the high risk of theft associated with geiting 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 to participate in the economic
mainstream of the community as they begin to work,

An EBT system has strong long-term potential for better coordination of Federal benefit programs.
At feast 12 Federal and State assistance programs could use EBT to replace their paper benefit
delivery methods. Ongce the fuill range of programs is inciuded, a nationwide EBT system could
deliver at least $111 biflion in benefiig annually, with annual Federal savings in the range of $195
million.

A PERFORMANCE-BASED SYSTEM

One objective of welfare reform s to transform the culture of the weifare system — from an
institutional system whose primary mission s to ensure that poor children have a minimal level of
economic resources, o a system that focuses squal attention on the task of imtegrating their adult
caretakers into the sconomic mainstreams of society. We envision an ovicome-based performance
measurement system that consists of 3 limited set of broad measures and focuses State efforts on the
goals of the transitional support system - helping reciplents become self-sufficient, reducing
dependency and moving recipients into work, The Ssvretary 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 tenurs 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 2 system incorporating outcome-based standards can be put into place, State performance will be
measured against service delivery standards, These standards will be used to monitor program
implementation and operations, provide incentives for timely mplementation, and ensure that States
are providing services needed to convert welfare into a transitional support system. The new service
delivery measures for JOBS are designed 10 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 to performance standards wnder the WORK program 1o ensure that recipients are
provided with jobs when they reach the time troit, Until sutomated ¢ystems are operational and
reliable, State performance vis-s-vis these service delivery measeres will be based oo information
gathered through a modified Quality Control system.,

New Perfermance Measures and Service Delivery Standards

Caonsistent with the theme of "reinventing government,” State performance in accomplishing the goals
of this reform initiative will nltimately be judged on the basis of outcomes rather than inputs or sffort
- by the results they achieve rather than the way they achieve those results. An outcome-based
performance stankdards system will keegp the focus of welfare reform on the goals of moving recipients
toward self-wufficiency and independence while ensuring the overall 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-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 adopis 4 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 respedt 1o those measures will be set. Relevant parties will be coosulted during this
process to ensure that consideration is given to important 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 10 mieet established standards.

For the purposes of accountability and compliance, service delivery measures will be implemented
first to ensure that welfare systems are operating the program for the phased-in mandatory population
as intended, The new performance system will provide rewards and penalties for State performance
through adjustments to the State’s claims for Faderal matching funds on AFDC payments and bonus
payments to States. The measures are designed to provide positive and negative incentives to States
1o serve recipients under the new transitiondl systom and to monitor program operations. States will
be subject to service delivery standards and financial incentives in the following aress: the cap in pre-
JOBS assignments, a monthly participation rate in JOBS, the cap on JOBS extensions, State accuracy
in keeping the two-year clock, and 2 participation rate in WORK,

Improved Quality Assurance System

As part of the effort to refocus the welfare system, the Quatity Control (QC) system will be revised to
include outcome and service delivery standards in addition to ensuring that income support if provided
competently. The existing QC system focuses on how well the welfare system’s income suppont
function is performed to the exclusion of other sysiem goals. This emphasis shapes the atmosphere
and feel (the "culture") within weifare agencies, how personnel are selected and trained, how
administrative processes are organized, and how organizational rewirds are allocated. Moving to the
new system envisioned by this proposal will present implementation and operational challenges that
make the current system of judging performance inadequate.

The new, broader, QU 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
AFDC and WORK programs, assessing the quality and accuracy of State-reported JOBS/WORK data,
amd measuring the extent to which performance standards are met.

Technaical 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 twe
decades. Now we will be expecting Mates t0 change individuat behavior and their own institutions
themselves so that welfare recipients will be moved into mainstream society. This will not be dong
gasily. We envision a major cole for evalvation, technical assistance and information sharing,
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Initially, States 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 total 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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FINANCING

The financing for welfare reform comes from three areas: (13 reductions in entitiement programs; (2}
extensions of various savings provisions set (o expire in the future; and (3) better enforcement of
revenue-raising measures. Total estimated savings for all proposals are roughly $9.3 billion over five
years.

Entitlement Relorms

LAl the Emergency Assistancs Progam. ’i‘ize littls known AFi}Cmﬁmergemy Asgistance (EA)
Program is an uncappai enmiemem pmgram which has skywckezw in recent years, In fiscal year
1990, expenditures totalled $189 million; in fiscal year 1995, it is estimated that expenditures will be
$644 million and by fiscal year 1999 almost $1 billion. While the intent of the EA program is to
meet short-term 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 ¢an fund almost any critical services to low-income
persons. States have rapidly begun shifting 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. Siates appear 1o be funding services that address long-term problems as well as trug
emergency issues, .

We propose to modify the current Emergency Assistance program by establishing a Federal cap for
sach State’s EA expenditures. The bagic allocation formula balances the need o protect States that
have been spending heavily on EA in amd before 1894 with the potential ¢laims of States which have
not yet begun claiming for services under EA.

The basic allocation formula is a combination of two components:

{1} Aliocation among States proportional to their requested expenditures in 1994; and

{2} Allocation among States proportional to their total AFDUC gpending in the previous year,
There will be ten-year transition period, and the weighting of the components will shift over time,
with increasingly more weight being given © 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 100 percent by component 2.

The allocation formula established a hold-harmless level at actual 1991 levels. Choosing 199]
provents gaming, since the window in which 1991 claims can be submitted is closed,

The Federal match will continue at 50 percent up to the cap. Under the new capped program, States
will alzo be given the flexibility o determine their own definition of emergency services. This will
give the States flexibility to address various special emergency problems. This proposal raises $1.60
biltion over five years.

_ Eligipility Rule n-Citizens. In recent years, the number of non~
citizens lawfully re31d1ng in the us. wbz} wt!w 551 has ricen dramatically, The chart below shows
that imrmigrants rose from 35 percent of the SST aged caseload in 1982 fo over 235 percent of the
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caseload in 1992. Since 1982, applications for S8T from immigrants have {ripled, while immigration
rose by only about 50 percent aver the period.

Most of the lagal permanent resident applicants enter the country sponsored by their relatives, Until
this year, current 1aw required that for 3 years, a portion of the sponsor’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. Curreotly, about one-third of the LPR immigrants on
SSI subject 1o 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 SSI from 3 years to 5 years
until 1996 when it reverts {0 3 years again,

The Administration proposal related 10 nop-gitizens containg two parts—extending the deeming period
for sponsor income and coordinating eligibility criteria under four Federal assistance programs,

Deeming. Our proposal makes permanent the five-year sponsor-to-alien deeming under the SSI
program and extends from three years to five years sponsor-to-alisn deeming under the AFDC and
Food Stamp programs. For the perind beginning with six years after being lawfully admitted for
permanent residence in the U.S. and until 2 sponsored hmmigrant attains citizenship status, no
sponsored imunigrant shall be ¢ligible for benefits under the AFDC, 881, and Food Stamp programs,
unless the annual income of the mnmigrant’s sponsor s below U8, median income. In other words,
beyond the five vears, 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 ¢ligible for beaefits, Any immigrant whose sponsor is receiving
SSI or AFDC benefits would be exempt from sponsor-to-alien deeming under SSI, AFDC and food
stamps. INS proposals 1o speed and simplify the citizenship process will halp improve the current
naturalization gystem. The proposal affects applications after the date of enactment (1.¢., ¥t would
grandfather current recipients as tong as they remained continuously eligible for benefits).  This part
of the proposal saves $3.06 billion over § years,

The proposal sets consistent deeming rules for LPR immigrams across three Federal programs 8851,
AFDC, and Food Stamps). Extended deeming is based on longstanding immigration policy that LPR
immigrants should not become public charges. Sponsored LPR immigrants most often apply for 881
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 they can establish that their
sponsors are no longer able to support them, if their sponsors die, or if the immigrant becomes blind
or disabled after entry into the U.5. The policy would not affect refugees or asylees.

Etigibitity criteria. The second element of this proposal establishes similar eligibility criteria under
four Federal programs (831, AFDC, Medicaid, and Food Stamps) for all categories of immigrants
who are nol legal permanent residents,  This slement establishes in statute a consistent definition of
which non-LPR immigrants are eligible for welfare benefits. Currently, due to different eligibility
griteria in statute, and IRigation over bow to intérpret statutory language, the four Federal programs
4o not cover the same emtegories of nonLPR immigrants. The Food Stamp program has the maost
restrictive definition of which categories of non-LPR immigrants are eligible for benefits (1.e., the
eligibility criteria encompass a fower number of INS statuses). SSI and Medicaid have the most
expansive definition of which caregories of non-LPR immigrants are eligible for benefits, and the
AFDC program falls batween these extremes.
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This proposal creates eligibility criteria in the 881, Medicaid, and AFDC programs that are similar to
the eriteria 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 virtuatly identical to those
listed 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 continuougly eligible for benefits).
This part of the proposal saves 3890 million over 5 years. \

{Zurrem Iaw reqzz;res that aiI SS{ ézsabiizty rw;;zmzs f{}r Wizem sszstaacas abuse is material to the
finding of disability must be in available treatment angd must have their payments made through a
representative pavee (a third party who receives and manages the funds), Payments 1o these 881 drug
addict and alcoholic (DA&A) beneficiaries are suspended if the individual fails o participate in
appropriate alcohol or drug treatment, if such treatment is available. No similar requitements are
made of Titls I disability beneficiaries who receive benefits on the basis of addictions. The
representative payee and treatment raquarements have been part of the SSI program sinee its snceptx(m
over 20 years ago. However, the provisions have not been implemented effectively,

Under the proposal, strengthened sanctions and new time limits will be applicd (o benefits paid to
individuals receiving Supplemental Security Income {SSI) and Social Security Disabiiity Insurance
{8501} benefits who have substance abuse problems that are material 1o their disability finding.
These requirements will be applied 1o new Title H beneficiaries and 0 current and future SSI
beneficiaries who are classified as DA&As.

The Congress is reaching decisions on these proposals currently in conference on H.R. 4277, a bill
which the Administration supports. We anticipate savings of $600 million over five years.

Income Te : es. The Child Care Food Program
praw(ia& faod SuhSldieS for ch:ldran in two typf:s of settings: chlld care centers and family day care
homes, They are administered quite differently. The subsidies in centers are well targeted because
they are means-tested; USDA believes that over 90 percent of Federal dollars support meals served to
low-income (below 188 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-commissioned study estimates that 71 percent of Federal dollars support meals for children
above 183 percent of the poverty line. While the child care center funding Jevels have been growing
st @ modest rate, the family day care funding levels are growing rapidly-16.5 percent between 1951
and 1992,

The following approach better targets the family day care funding to low-income children and creates
minimal administrative requirements for providers,

+ Family day care homes located in low-income areas (e.g., census tracis where half of the children
are below 185 percent of the poverty line) would receive $.84 and $1.67 in breakfast and lunch
reitmbussements, respectively, during school year 1995, This is roughly equivalent to the "free
meal” rate paid on behalf of low-income children in day care centers, whose families have incomes
under 130 percent of poverty,
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» All 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 $.54 and $1.27, respectively.
Alternatively, a family day care home could administer a simplified, two-part means-test. Meals
served 1o children below 185 percent of the poverty line would be reimbursed at the "free meal®
rate, Meals servix! to children above 188 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 for registerad),

This provision yields savings of $320 million over five years,

Extend Expiring Provigions

erst Recoveries that States Mav Retain.  States are

penmt{ed te kz{:p some pemcn 6? Zhe iﬁf}-pﬁwénz Federal F{)ﬁé Stamp recoveries as an incentive
payment for pursuing fraud cases. This proposal would extend the 1990 Farm Bil] provision which
reduced the percentage of recavered Food Stamp overissuances retainable by State agencies for fiscal
years 199195, Under this provision, which would be extended to fiscal years 1996-2004, States
could retain 25 percent of recoveries from fraud/intentional program violations {previously 50
percent) and 10 percent of other recoveries (previously 25 percent), This proposal raises $50 million
over five years,

; ees 10 SeNes ; ang Cther Custe arvices A flat-rate merchandise
processmg fee (MPF) is charged by b 3 customs far pmce&smg of commercial and non-commercial
merchandise that enters or leaves U.8. warehouses. The fee, adopted by OBRA 1986, generally is
set at 0.19 percent 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 barge/bulk carriers. NAFTA extended the MPF and other fees
through September, 2003, The proposal extends the fees charged permanently.

Extend Railroad Safety User Fees. Railroad safety inspection fees were enacted in the Omaibus
Budget Reconciliation Act of 1990 to pay for the costs of the Federal rail safety inspection program.

The railroads are assessed fees according 1o & formula based on three criteria; road miles, as a
measure of system size; train miles as 4 measure of volume; and employee hours as a measure of
employee activily, The formula is applied across the board to all railroads to cover the full costs of
the Federal railroad safety inspection program. The foes are set to expire in 1996, The 1995
President’s Budget proposed to extend the fees through 1999 and expand them, effective in 1995, to
cover other railroad safety costs. The proposal extends the fees permanently. This proposal raises
$160 million over five years,

rporaie bavis enlal ingome (Sune . Ax environmental tax based on corporate
aizemazzva minimum zaxabia income {f} 12 pemem} was first enacted in 1986 and is set to expire 8l
the end of 1995, This tax will be sxtended, 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 eavironmental clean-up 15 not shified 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 (EITC). 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 EITC. The proposal will deny the EITC to
non-resident aliens completely. We estimate that about 50,000 taxpayers will be affected, mainly
visiting foreign students and professors. The proposal raises $130 million over five years.

Reguire Income Reporting for EITC Purposes for Department of Defense (DoD) Personnel, Under

current law, families living overseas are ineligible for the EITC. The first part of this proposal would
extend the EITC to active military families living overseas. To pay for this proposal, and to raise net
revenues, the DoD would be required to report the nontaxable earned income paid te military
personnel (hoth 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 DoD. The combination of these two proposals raises $160 million over five years.

58



TABLE 6

[DETAILED YEAR-BY-YEAR FINANCING TABLE TO BE ADDED HERE]

59



CONCLUSION

ff welfare reform is to truly suceeed, it must accomplish multipis and varied objectives, The current
weifare 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 pesple should delay childbraring until they are prepared (o accept the ensuing responsibilities,
we will reduce teen pregnancies and the number of children born out of wedlock. By streamlining
the paternity establishment provess, _ more children will have the benefit of knowing who their
father is. By significantly 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 child care provided to
working families, by allowing Staies to disregard additional earnings and chifd support and by making
the EFTC available on a regular basis, we will make work a rational and desirable choice for welfare
recipients amd those at-risk of going on welfare. By expanding the JOBS program and imposing time
Himits and work requirements, we will engender the values of work amd responsibility among those
who need public assistance. This will increase the number of custodial parents who enter the labor
force and increase sarnings for their familizg. And finally, by streamiining and simplifying
goveramenl assistance programs, we will eliminate outdated and inefficient bureaucratic rales within
the current system and improve incentives for recipients and welfare officials alike,

In sumoary, this proposal does "end welfare gz we know it” by dramatically changing the values,
sxpectations and incentives within our current welfare system. Ultimately,-this plan is about
improving the lives of children and families by encouraging the valuss of work, responsibility, family
and opportunity. Through the provisions described above, 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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