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DEAR.
(13 rroooog?“e

May 27, 1994

o . oo b, |

ﬁary Jo Bane, Assistant Secretary ]
for the Administration for Children and Families

David Ellwood, Assistant Secretary

! for Planning and Evaluation

Bruce Reed, Deputy Assistant to the President

! for Domestic Policy

Co-Chairs, Working Group on Welfare Reform,

E Family Support and Independence

fashington, DC 20500

Dear Mary Jo, David and Bruce:

|

: Thank you for soliciting cur comments on the K legislative
5pec1flratlons for the WORK program. Although there are some
aspects of the program that are encouraglng we are very deeply
droubled about a crucial question that 1is not yet resolved:
whether parents who play by the zrules but cannot find private
sector jobs will be completely cut off from all cash support or a
public job when their WORK slot ends. Parents who do everythlng we
dsk but are unable to find a private sector job should never be
t:'hrown- into destitution. At an absolute minimum, as long as
parents ‘are willing to work, then a public sector job must be
grovided; if unavailable, the basic AFDC safety net must remain in
place. It would be difficult for us to overstate the izportance of
this provision -- the President’‘s plan simply must preserve a
ﬁafety net for children.

We are also deeply distressed over the inclusion cf £ull family
sanctions (pp.36,38). It is in no one‘s interest to throw children
into hunger and homelessness even if the parents are not complying
with all the rules. It is also needlessly harsh to require that
neither food stamps nor housing assistance would rise in response
© a sanction. .

inally, we want to strongly endcorse "Option B" for part-time work
p.13}. Parents who are working 20 hours per week are doing
xactly what we are asking them to do and should not be subject to
he time clock. In light of the fact that only 30 percent of
arried women work full-time full-year, we believe that more than
'Option B" is not a reasonable expectation for single parents with
young children.

3t o~ T

: Below 1s a brief summary of additional concerns:

ﬂ2 week pre -JOBS status for families with a child conceived while -
on AFDC (pp.5-6): It is simply bad pelicy to limit pre- JQBS status

' 25 € Streut, NW
Washington, DC 20001
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ta 12 weeks when a child is cenceived while the parent is receiving
AFDC. In many areas, infant cave ie simply not available; in ail
areas the cost is extremely high, In combination with a family cap
policy where the mother would not receive any additional grant for
the infant, this provision strikes us as offering ‘a double
punishment for the baby while forcing an unwise use af scarce
resources.

b k.

Placement in pre-JOBS for good cause capped at 10 paraaiﬁ {pp. 6+«
7): The very definition of “good cause" means Lhat those who meet
that test can justlflably be placed in the pre-JOBS gr&gram. It is
irnequitakle to require inappropriate participation in JOBS simply
because a person 18 last on line after the cap hag been xeached.
We understand the intent is to prevent states from kesping people
aut. of, ;he JOBS program., But this remedy punishes parents who
should be placed ih pre-J0BS for good cause. Other  meang of
monitoring state pexrformance ultimately leading to reduced federal
reimbursements should be employed to avoid the inequitable
treatment of families. :

No exemption for gecond trimester of pregnancy (p.8§): Under
current law, pregnant women are exempted from JOBS participation
for beth the second and rhird trimesters. Allowing only an
gxemption for the thiyxd trimester is counterproductive. Women in
their second trimester are currsntly exempt because it is wvery
difficult to place them in work pesitiong. He believe tnal current
Iaw should be retained.

Subgstance abuse treatment must be appropriate {p.8): We suggest
that ,the word "appropriate” be added in 5{a) after “"parcvicipate
in." States must not be allewed to reguire 1nappra§rx&te gubgtance
abuse treatment to decrease the rolls rather than assisting people
to achieve self-sufficiency.

Minimum cage management standards for teens (p.1l}: We recommend
that winimum caseload size stvandards be included (such as 50 cases
pexr worker) and  that the case managers be required to have a
specialized knowledge of Teens.

Xppropriate activities for teens {p.11): It is not cleaxr from the
draft which agctivities would be considersd appropriate under the
JQBS program and who would make this deteymination. At a minimum,
completing a GED, taking classes at 2 trade school, ervc. ‘shculd be
congidered appropyiate,

Time clock for teenagers {p.1ll): We oppose applving the rwo-ysaar
clock to 16~ and i8-year-old parents. They are far more likely to
need more than two vears to be ready for work, both because they
will need moxe vears of education and craiﬁing, and becsuse their
children are very wvoung. WwWe would be remiss 1f we did not also say
that we have grave resarvations about the two-year limit, Its
rigidity will move some mothers away from the sducation they need,

- making it bharder for them to £find a job with any chance of
" supperting a‘family, :

H
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Determination of "job ready" (p.12): The draft does not indicate
whether states would be required to exempt someone from job search
if they were not job ready due to illness or other reason. We are
concerned that a parent with almost any kind of work experience
would be deemed "ready," and would be prevented from enrolllng in
the training they really need. |

Employment-Oriented Educatien {p.12): Section (f) would replace
language in 482(d) (1) (A) which calls for ‘basic and remedial

language to achieve a basic literacy level." Instead, the prepocsal
includes “"employment-oriented education to achieve literacy
levels..." It is hard to know precisely how this would translate

into practlce, but we fear that it would lead to the least possible
educatlon denying the participant the chance to move above minimum
wage work.

{

Child care for JOBS program only (p.l4): We favor section (c),
which allows people to enrcll half time in a post-secondary
program, even if that adds up to less than 20 hours per week.
However, we believe that parents in approved self-initiated
educational and training activities that are outside the JOBS
program should receive child care as under current law. The child
care gudrantee for 'IV-A ¢hild care should not be cut back.

Qual;fylng for additional AFDC (p.20): Individuals should be able
to qualify for more than six months total of AFDC when they do not
receive AFDC and are not in the WORK program. If a parent suffers
a crisis after working for ten years, the family should be able to
dccess the safety net for more than six months.

Extensxcns beyond Twe-Year Time Limit (pp 19-20): Extensions are
allowed beyond the two-year limit when services such as child care
6r training programs are not available at all but are counted
against the 10 percent cap. It would be unfair for a parent who is
ot appropriate for a JOBS placement to be excluded from a pre-JOBS
slot becaugse the state failed to meet the demand for services.
Additionally, we are concerned that extensions of up to 24 months
for completing a two or four year degree program are allowed, but
only if the parent is also participating in part-time work. Parts
of this proposal display a bias against post-secondary .education
which we believe is counter-productive to the goal of mov1ng people
from welfare to a stable job. !

Limits to Subsidies to Employers {(p.27): The propos 1 limits
subsidiés to employers for WORK participants to 12 mohths, and
offers the hope that the worker will not be let go as sgqon as the
subsidy ends. More specific protections are needed before engaging
in a program of subsidizing positions in the private sectcr There
is a real danger that employvers will exploit WORK participants,
without any real prospect of permanent employment. Specific

. penalties for employers cught to be considered, such as [requiring

an emplcocyer to pay back the subsidies when workers are let go
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ﬁecpla should be better off in WORK than AFDC (p.33): One of the
Presxden ‘s key principles is that people who work should not be
poor. However, in 33{a), states are only reguired to make families
“no worse off?® in the WORK program than they were receiving AFDC.
Sl&C& WORK participants would have to pay FICA taxes and probably
would have clothing and transportation costs beyond the 530
disregard, in weality they will be worse off than they were
recezv*ng‘&?ﬁﬁ {Gf course we again stress that people in the WORX
Program should also receive the EIC because they are working and
gene“aaing income that in all other circumsrances would entitle
them %o the EIC.) We believe the principle should be that states

must ensure that families are bettexr Qff by working than receiving
AFDC. '

{

Require states to provide child care (p.34): Stares should be

required to provide child care so WORK participants can engage in
approved education and training activities in addition to WORK

asignments, vacher than having child care opticnal in these
dircumstances.

JOBS funds for non-custodial parents {(p.42): Although we support
increasing programs. for non-custodial parents, we are concerned
that allowing 10 percent of JOBS funds is too high. The
evaluationg of the Fair Share demonstrations indicate thay are
worthy ¢f further examination, but nct yet worthy of an expenditure
of potentially hundreds of millions of dellars.

g%ank you again for the opportunity teo provide comments on the
orkimg Group’ s welfare plan. Please let us know if we can provide
ahv additional information. '

Sincerely

\1 bbw M}L.S*Jémmm )‘6},;,{/ / "f?ﬁ’

borah Weinstein David §. Kass

'Family Inceme Directer Senior Program Associate

E Mg Eh

j Nancy Ebb
5 Senior Staff Attorney
. . . 1




WL Shec
May 23, 1994 WM
( ()fwﬂf"%"“)

MEMORANDUM

7o David Ellwood
Mary Jo_Bane

From: Wendell Primu

Re: Comments on legislative specifications

¥

Attached are the conmments received to date on the Prevention, -
Make Work Pay, and Improving Government Assistance legislative
specifications. Alsc attached are two additional comments on the
C8E specs from OMB.

oo Belle Sawhill "
Kathi wWay .
Emily Bromberg
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To: Wendell Primus

Prom: Tidy Wurtzel

Re: Commenis on Legisiaive Specifications
Daw: May 20, 1994

Prevention

1. Teen Pregnancy Prevention Mobilization Grants

In addition to the comments we Z’za'?c already provided, we have & few additional

suggestions.

a. Wiile we support the concept of a National Clearinghouse on Teen Pregnancy
Prevention Programs, we question whether we need 2 separaie clearinghouse on this
igsue. Other enlities, such as the ehnical assivtance conters proposed in the ESEA
reanthorization, might be well-suited to provide technical support on teen pregnancy
prevention within a comprehensive framework. At a minimum, we should ensure thar
legislation would permit sxisting technical assistance centers and clearinghouse 10
compete to be designated as the National Teen Pregnancy Prevention Clearinghouse.

b. The plaa should require the applicants 1o describe connections among the
applicants {¢.g., the school, CBO, college, otc.. .}, including how they are linked,
how their resources and services are coordinated

e The specificarions for hoth this and the demonstration shonld specifically
mention the desitability of linkages with local school to work parterships.

2. Comprehensive Services Dermonstration

a. The specifications need to do more 1o distinguish between the demonstration and

the grant program. The current descriptions make it difficult 1o see how they are
different and why we would be proposing both. ‘

b. We suggest that this program be administersd in the same manner as the grant
program. The demonstration and the grant program have many of the same goals and
implamentation issues. Both initiatives would be strengthened by sharing the same
adminisuative structure,

¢. Page 7, first paragraph. replace description of educarional and employability
services with g following lanpuage:
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education, training and employability development services which lead to a high
school diploma or its cquivalent, posisecondary education, and entry into high skill,
high wage careers and includes services such as academic enrichment, wtoring,
mentoring, carcer and colicge counseling, apprenticeships, and paid work expericnce.
d. Page 7, second paragraph, change first sentence to read as follows:

Social support services designed to provide youth with a stable environment, a
continuous relation to adults, and opportunities for sate and productive activities.

Add t0 second sentence, "after school and summer programs”
e. Page 7, third paragraph, change first sentence to read

Community activities designed to promote the value of deferring childbearing, to
improve community stability, to reduce social isolation, and to encourage...

In the second sentence, add media campaigns as a permissible activity,

f. Page 7, subsection f
Evidence of collaboration between the community and the city, as well as the state,
should be required.

g. We had proposed that the applicants bc rcquired to show how they would payout
the grant funding over 10 years.

h. As we have discussed, we would support an increasing local match requirement
(cash or in kind), beginning at 10% and rising to 30 or 40% in the fifth vear.

In addition, we have some minor, mostly stylistic, suggestions which are shown on the
attached mark-up of the specifications.

3. Case Management {or All Custodial Teen Parents

a. page 10, subsection(b)(1) -- Case managers responsibilitics should include helping
to arrange child care and transportation and finding a job.

4. ‘I'een Parents Education and Parenting Activities Option

a. We understand that this option is not intended to allow states to impose sanctions
on dependent children who are not themselves parents. With that understanding, we
support this provision.

b. Page 11, subsection (a). The term "special skills training program" should be
replaced with "a program leading to a recognized degree or skills certificate.™
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We have no comments on this section.

ing Government Assistance

1. Individual Development Account Demonstration
IDAs should be available for training as well as pas-secondary education. While the vigion

statement on page 27 suggests this to be the case, the speeifications do sot include training as
a permissible use of IDAs.

cc:  Madeleine Kunin, Mike Smith. Gussie Kappner. Norma Canto
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PREVENT TEEN PREGNANCY .
AND PROMOTE PARENTAL RESPONSIBILITY

A, NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE

Li W

There gre mumerous Federal programs thar address the ixsue of teen pregnancy prevention, ingluding
repect pregroncies.  Some focus specifically on teen pregnancy, but given that the multiple probiems
adolescents face are often inzerrelated, the specific problems that other programs emphasize fe.g.,
substance abuse, school drop-out) are also related to adolescent pregnancy prevention, Cuwrrenr
federal efforts include HHS's fomily plonning grants, materngl ond child bealth proprams, adolescent
health programs, runoway and homeless youh programs, and alcohol and substance abuse prevention
programs. Departmeny of Education efforts include drug-free schools and communities programs, ond
postsecondary educasion cutreack und sradent Support services programs; and the Depariment of
Labor effores include New (hance, Youth Foir Chance, JTPA programs, and the Youny Unwed
Farthers Project. There are aiso progroms in the Departments of Housing and Urban Developmens,
Agriculiure, Juztice, Interior and Deferse,

Yision

The rise in births 1o unmarried tzens over the post gencrarion Kas raised the issuz of teen pregnancy
to national significance. The number of births 10 unwed teen mothers increased from 92,000 in 1960
te 368,000 in 1991, Cases headed by umwed mothers {teen and older] accourzed for abour four-fifths
of the growh of 1.1 million in the welfore rolls over the past ten years, from 3.86 million Jomilies in
1933 10 4.97 fonilies in 1993,

Adolescents who bring children into the world face a very difficult tims getting themselves out of
poverty, while young people who graduate from high school and defer childbearing untll they are
mature, morried and able to support their gffspring are far more likely to ger ahead. Both parents
bear responsibility for providing emotionel and material supporr. The overwhelming mujority of
teenagers who bring children into the world are not yet equipped 1o handle this fundamenal
obligation, They are often not equinped to handle peer pressures and the risk of othey acrivides
Tfeading to negative consequences, suck as substance abuse, delinguency and violence,

redoie The nugibar
There will be a pagripnal campaign o -eddressthe-prablem of wrunarried teenagers who become
pregrant ol parents. This campalgn will ebedSoke into account the myriad of risky behaviors that
een be relared to teenage pregnancy, It will also strive to develgp, enhance and promst& youth
compatence; end connection 1o fomilies, communities, and saciety,

The non-egislative aspect.} of thiz campalgn are ¢ national mabilization :fza: pulls rogether buginess,
national und community volupiary organizations, religlous instingions, sehools. and the media behind
a shared and urgent challenge directed by the President; the ermouncement of nutional godls to define
the mission and 1o guide the work of the national campaign; and the establishment of a privately
Sunded non-profit, non-partisan entity conunitied to the goals and mission of the natlonal campalgn,
These are the assentlal building-blocks of a comprehensive campaign for youth balancing opportunity
end resporsibitity aoross the full range of Administration yourh inidiadves, including Goals 2006,
School-to-Work, National Service, proposed usder the Heglth Security Act, the after-
school and jobs programs includgll in the prevention package in the Crime Bill, as well as the
prevention sirategies proposed Below us pure of welfare reform,
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with records of promising resides.
Fma’ms would be zargmd to m&m!s with t?ze Alighest concentrarion of youth at-risk and-woaid-be

FeHialie VEBon A tugeyouwh. The goof d be 1o work with youth a3
snriy as age I! am’ mbiiﬂmﬁondmam conract and involvement thfough grodustion from high
school. 7o ensure quality and establish a visible and effective presencd, these programs will be
supervised by professional siaff and, where feasible, be supported by ajtearn of national service
participants provided by the Corparation for Xational and Community Service.

:‘3&"& Fan é s&,w& wwﬂpw,} .kwr o~

(a) A separate authority under the Title XX of the Social Security A::i would be established for
grants w promote the developmant, operation, expansion, and improvement of school-based
adolescant preguancy prevention prograns in areas where there are high poverty rates or high
rates of adolescent births,

(b) The gramtess shall ba entitled 10 paymant of at least $50,000 and not more than $4400,000 cack
fiscal year for fve years. The gram amount will be based on an assessment of the scope of
the proposed program and the number of children to be served by the program, The prant
must be sxpended in that fiscal year it is awarded or the susceading fiscal year. A 20 percent
non-Federal, cash or in-kind match, is required.

{c) The grants will be jointly awarded by HHS, Education, and the Corporation on National and
Community Servics, in consultation with nther Federal departments and agencies. The
administration of the program could be delegated o another imeragency Federal emtity, such
as the proposed Ounce of Prevention Council.

{d) Eligible grantees are a parmership that includes 2 loval education ageacy, acting on behalf of
one ot more schools, and one or ore community-bassd organizations, Institutiong of higher
education, or public or private for-profit or nonprofit agencies or organizations, Existing
successfil programs—inciuding those now operated by rational voluntzry arganizations—would
be encouraged to apply for fands 1 expand and upgrade their services. (rantees would have
to be located in a school attendance area whers sither (1) ar fzast 73 percent of the children
gre from low-income families as defined under past A of title 1 of the Elementacy and
Secondary Education Act of 1965, (2} 4 bigh number of children receiving AFDC, or (3)
there is 2 high adolescent binth rate.  Geographic distribution, ingluding urban and rurad
distribution, would be taken imo account in selection of grantees.

() (rantees would, based on local neads, design and implement promising programs 1 prévent
teen pregnancy through & variety of approaches. Geantecs would be given a great deal of
flexibitity i designing their program. However, core components at each site must inciude:

- Curriculum and cownseling designed to reach young people that address the economic,
gmotional and medical consequences of premature sexuat behavior and teen
pregnancy. Existing models of best practices suggest that these educational activities
should focus on developing the psychoio;zy and character required for responsible
behavior as well as on expanding cognitive knowledge.

b Activities designed 1o develop sustained relationships with caring adults, Group
coaching, individual mentoring, and 3 range of activities after-school, on weekends,
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associated with youth living in a healthy community; economic opportunity, safery, heoith, and

education,

N T
ot kil |
o

Farvicular emphasis must be paid to the prevention of adolescent pregnancy before marriage,
includingsex education, abstinence education, life skills educarion, and contraceptive services.

Frograms that combine these elemems have shown the most promise, especially for adolescents who

are motivaied to avoid pregnancy until they are married, However, for those populations where
adolescent pregrancy is @ symptom of deeper problems, Gex ediCaniohxand contraceptive services

alone will be inpdequate; they must be part of @ much wider speqtrum of services, ¥

&«nmJ«.‘ "

Inserventlons need to enhance education, link educarion to health and other services, help stabilice
communities und families in trouble.  This.would provide a sense of rattonality and order in which
youth can develop, make declsions, place trust in individuals and institutlons serving them, and have
a reasonable expectarion of a long, safe, and productive iife.

Comprehensive Demonstration Grants for Yowh in High-Risk Communities of sufficlens size or

“eritical mass ™ 1o significantiy improve the day to day experignces, decisions and behaviors of youth

are proposed. Services would be non-<categarical, integrated ond delivered with a personal

dimension, They would follow a “youth development® model and would seek to assist neighborhoods

as well as directly support youwth and families. These demonstrations would be coordinated with other
Administrovion actlvities, such as the prevention componenis of the Crime blil, ond would be port of

on overall commaunity strategy for youth, , o

(2)

¥}

()

@

ar

v ifications {;@ -
A separate guthority under the Title XX of the Social Security At would be eszagh‘shui
whereby a designated number of neighborhood sites chosen by the Secretary, in consuliation W
with the Secretaries of Education, HUD, Justice, and Labor, would be entitled to\demonstra- -
tion grants 1o educate a0d support school-age youth {(youth ages 10 through 21) in high risk
situations and their family members through comprehensive social and health services, with an
smphasiz O pregnancy prevention.

Funding and services provided under this program do not have & achieve this goal of
comprehengiveness in and of themselves. Rather, this funding can be used o provide "glue
imoney,” fill gaps in services, ensure coordination of servives, aml other similar activities
which will help achisve the overall goal of comprehensive integrated servicss to youth.

Up to seven neighborhood sites would be entitied to $50 million over § years (up to0 $3.6
million per site). Grantees would be required 1o provide 3 10% muich of the Federal funding’] | k™
This could include in-kind contributions, Since this program is-authorized through Tide XX AT
of the Soctal Seurity Act, any funds not expanded in 2 fiseal year shall bo redirected to the el
Title XX Social Services Block Grant Program. "*‘%‘iﬁ R
The activities authorized under the demonstration would be fogused on four broad areas;
grantees would be given great flexibility w design programs within these areas:
o~ Dbt g A WatdidN g xcotvinn onth A{IP8T

(i) },riealth services designed 10 promote physical and mental well-being and personal

responsibility. Thess include school health services, haalth education, sex-edueation, ()

farmily planning services, substance abuse prevention %;czvicas and referral for treat-

meat, life skifls training, decision-making skills training, and éthics zrai:ﬁ%.

{miﬂmb\w«rzm -
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&) A;zpticant:f m é&?ae the goals intended 10 be sccomplished under the project, They must
also dascr;b/c the methods to be used in measuring progress toward accomplishment of the
goals and gutcomes to be measured. Qutcomes to be measured would include, but are not

limited to,[birth rates, bigh school gradustion rates, collepe attendance rates, rates of alcohol
and other drug use and violence reduction.

{h}  The Department will support rigoroes evaiuations of all demonstrations. Grantees will be
required 10 assist and coordinare with independent evaluators zﬁ"ﬁ?’ﬁ@ﬁmt, The
Faderal government will also provide tachnical assistance wipotential applicanis/and w those
selected throughout the ife of the dessonstration. These acuvitiés will Be coordinated with
the National Clearinghouse on Teen Pregnancy Prevention. $10 million Wid be provided
for these activitics. ' 1.

8y The Secretary may terminate 2 grat before the end of the 3-year period if the Secretary
determines, after providing training oz technical assistance, that the grantee conducting the
project has fatled 1o carry out the project a5 described In the approved application,

B. RESPONSIBILITIES OF SCBOQL-AGE PARENTS RECEIVING CASH ASSISTANCE

Curpent Law

Under Section 402(a)(43) of the Social Security Act. Stases hove the option of reguiring minors (those
under the age of 18) 10 reside in their parents’ houschold, or g legal puandian or other adult relutive,
or reside in o foster home, maternity home or other adult supervised supportive living arrengement
fwirk certain exceptions). Delaware, Maine, Mickigan, Virgin Istands, and Puerto Rivo have
included this in their Stare plan. : ‘

Vigion

By definition, minor mothers are children. Generally, we beiieve thar children should be subject o
adult supervision. This proposal would require minor mothers @ live in an snvironment wherg they
can receive the support and guidance they need. Ar the same time, the circumstances of each
individual minor will be taken’'intg aocount in making decisions about living arrangements,

Lerislative Specitications

(a) All States would require minor mothers 10 reside in their parents” household, with 2 legal
guardian or other adulf relative, with certain exceptions as described below. This is the same
a3 cutrent faw, except that now the provision would be a requirement. \

hev Tt éﬁ”‘%{{)

(v} As in current faw, when 2 minor mother {ives with thetr parent(s) income s wken ino
asccpunt in desermining the benefit. If the minoe mother Hives wi(ﬁ another responsible adult,
the responsible adolt’s income is not taken into account. Child support would be sought in all
L3884, ’

{) A minar parent is an individual who G} is under the age of I8, (i} has never been marsried,
and (iii} is sither the patral parent of a dependent child iiving in the same housebold or
eligible for assistance paid under the State plan to a pregnant woman. This is the same
definition 3¢ current law,
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() The fcliowmg exceptions (now in curvent law) to living with & parent or le mw
i Ve 2 p gal guardi i}

(1) individual bas no parezs of legal guardian of his or her own who is living and whose
whereabouts are knowu'

{ii} no living parent or legal guardian of such individual allows the individual to live in the
home of such parent or guardian,

{ii) the Stats agency determines that the physical or emotional health or safety of the
individual or dependent child would be jeopardized if the individusl and dependent chitd lived
in the same residence with the individuai’s own parent or legal guardian:

{iv} individual Hived apart from his of her own parent or legal puardian for g period of at least
oné year before sither the binth of any dependent child or the individual having made
application for aid w families with dependent children under the plan; or

{v) the State sgency othenwise derermines {in accordance with regulations issued by the
Secrerary) that there I8 good cange for waiving the requirement. {(In those States that have this
policy, the following are examples of what they determine to be good cause exceptions: the
home+is the seene of illegal activity; returning home would result in overcrowding, violation
of the terms of the leass, or violation of local health and safery standards; the minor parent is
actively participating in 2 substance abuse program which would no fonger be available if she
recamed home; no parent or iegal guardian lives in the State.)

{=) Current faw Is maintained regarding the determination of 2 minor mother's residency status
must be made within the 45 days that 2] eligibility determinations are made,

& H the State determines the minor should not live with a parent, lepal guardian or othar adult
relative, the minor must be assisted in obmining an appropriate supportive slternative o {iving
independently (or the State may determine that the individeal's current living arrangement is
appropeiate). (The types of living arrangements that States now use or are considering include
living with an adult refative, alicensed foster home, in a group home for pregnaat teens or
teen parents, and in an approved congregate housing facility.) If no appropriate satmg xs

found the State must grant eligibility, but must utilize case managm to provide iwﬁ-*
(the minor, Sup f?aff‘ {@{‘ "i

{®) The State would usa the case management for teen parent provision {see #2 bejow} 10 make
the determinations required under this provision. As deseribed in the next proposal, these
case managérs would be tramed appropriately and have reasonable casefoads. Determinations
would be made after a full assassment of the sttuntion, including teking into account the nesds
and concerns expressed by the minor,

“oncelved While on AFDC

Currently, families on weifare recelve additional support because their AFDC henefits increase
nutomatically to include the needs of an additionol child.
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Wallars Raform Logiitive Specllicosons = ensinsed
Visi

The welfare system should reinforce parental responsibility by keoping AFDC benefits constars when o
child is conceived while the pareat is on welfare. The message of responstbility would be further

strengthened by providing the family an opportunity to earn back what they lost. U}}L
e Qt’[f/"l

Legislaive Specificalions /c;
{8} Allow States the option of keeping AFDL benefits constant when a child is congeived whils
the parent is on welfare, The *&mtly mmmg services undsr 482{8)(15) provided 1o
all recipients. ‘m prdid T P {?]ﬁh{;ﬁ‘/? & 5% M"’ gm,v5T &fﬁ%ﬁf’l{ﬁ’

)  Under this option, if & parent has an additional child, the State must éis:egard an amount of L
tacome equal to any increase in aid that would bave been paid as a resnit of the additional
child, Types of income to be disregarded include—

1} child supporr;
2) earned incoms; or
3 any other source that the Swte develops and is approved by the Sccretary.

© Provision will not be applied in the case of rape or ir any other cases that the State agency
finds would violawe the standards of falrness and good consclence,

Current Law

Section $82(b)(3) of the Social Security Act allows Stares o provide case manegement 1¢ gll Those
partiviparing In the JOBRS progran.

Visi

Frequenzly, it is multiple problems that fead youth to the welfare system. Their complex needs often
stand in the wuy of thelr meeting educasional requirements ond other responsibilities.  Removing
these barriers w self-sufficiency can involve the confusing and difficult process of accessing multiple
service systemis,  This proposal would provide every tzen with a case manager who would help them
navigate these systems and hold them grcourtable for their responsibilities and requironents.

Le 1slat1w: iflcati i : . g_
e N~ {

] (@ Require States to provide case management sarvices to all custodial teen parents recelving I (\‘%le""

AFDIC who cithor under age 19 or under age 20 and encolled in bigh school. States still have | R Ty |

H
the aption to serve ail older teens.
¥ . {.ﬁf 3 _{3 ?

L«»‘
&) Case management services 1 teen parents will include, but is nat limited o~

1) . . assisting recipients in gaining sccess to services, including, at a minimum, f%mily ,
planning, parenting educatitm, azkd educationsl or vocational training scwicc.i\

........{”"a} Ja m‘%?g""'

2 determining the best Hving situation for a minor patent taking into mozm: the nue&i@\w/

and conesens expressed by the minor (see #1 above);
. . ;ﬂ ?v‘..- {O@f
iv’gf % Jg;}j;éfi ~

10 ‘
2 ool : -
%’“%}g’i{; gq *’%?N [ U RN

f)’/x
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Children's Defense fund

May 26, 1994

Mary Jo Bane, Assistant Secretary
for the Administration for Children and Families
David ERlwood, Assistant Secretary
for Planning and Evaluation
Bruce Reed, Deputy Assistant to the President
for Domestic Policy
Co-Chairs, Working Group on Welfare Reform,
Family Support and Independence
Washingron, D.C. 20500

Dear Mary Jo, David and Bruce:

Thank you for soliciting our comments on three parts of the latest draft of the Working
Group's welfare reform plan. Although there are some aspects of the plan that are encouraging,
we are deeply troubled by 2 number of provisions, especially the child exciusion, child care,. and
carned incorne disregard proposals. Below is a brief summary of cur concerns.

Child exclusion or "family cap” (pages 9-10): We continue to oppose child exclusion opdons
because they hurt very poor children. Child exclusion provisions appeal to a faise siercotype
that AFDC families have more children than non-AFDC families or that AFDC mothers have
more children 10 receive an average of $69 per month in additionzi benefits. Research by
sociologist Mark Rank shows that womean receiving welfare in fact bear fewer children than
womgen not receiving welfare. 'We urge you to drop this provision from the President’s plan.

Child care {pages 15-17): We assume the plan continues the guarantee of ¢hild care assistance
included in the Family Support Act for all parents regardiess of their age, whether they are
participating in JOBS or in self-initiated activities. We want 1o emphasize that we continue to
strongly believe that significant new funding for child care assistance for the working poor must
aceompany any welfare reform plan, If we are geing to make work pay, ¢hild care assistance
cannot be solely tied to receipt of AFDC. We continue to beliove that allowing a statewide {imit
which is less than the 75th percentile of the market and retaining the disregard creates stong
incenrives o provide less than optimal care for our poorest children.

25 £ Street, MW

Washington, U0 10001
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Page Two
May 20, 1994

We do welcome attempts o improve the martch both for “At-Risk™ child care and for
JOBS child care and TCC. The Working Group is 10 be commended for setting aside funds for
quality and supply both in the "At-Risk” Program and through establishing that licensing and
monitoring of IV-A-funded child care providers is an allowsble administrative cost. Making
Title IV-A requirements consistent with the CCDBG requirements is a good step especizlly
regarding heaith and safety standards. We would like clarification, however, on the
requirements concerning sliding fee scale, We assume that the plan does not mean to unpose
a sliding fee scale on JOBS recipients and simply means that TCC, “At-Risk", and CCDBG
sliding fee scales should be the same, We do believe that seamless policy would even be
furthered if the CCRRG were made an entitlement and extended since it is the program ardund
which states have built their core child care policies.

Earned income disregard (page 21): We are extremely disappointed in the proposed earned
income disregard provision. Your cwrrent language would aflow states 1o provide a smaller
earmed income distegard than under current law, While we also want to give states the
flexibility to raise their eamed income disregard beyond the minimurm, it is unconscionable for
states to be allowed 1o treat working AFDC parents worse than under current law, We had at
minimum expected that any proposal designed to make work pay wouki make the disregand of
the remaining one-third of earnings permanent rather than expiring after only four mm{b}; as
in current law.

Time-limits and teenagers (page 16): We applaud your inclusion of case management services
to teenagers, in recognition of their more intensive need for services as compared 10 most older
mothers on the AFDC caseload. However, we oppose applying the two<year clock to 18- and
19-year-old parents, They are far more likely to need more than two years 10 be ready for
work, both because they will need miore years of education and training, and because tharr
children will be very young.

Minor parenis living at home; case management (pages 8-11): We remain concerned:that
minor parenis will be proweted from abusive living situations oply if their case managers bave .
a2 small enough caseload to make good decisions, We siropgly agree with leglslatwe
specification (¢) on page 11 requiring sufficiently small case mamgez»z@»t:hen: ratios 1o pmtea
ﬂaese young farilies, and hope this language will be clear in the final version.

AFDC-UP {pages 22-23): Arsbitrary resuictions on assistance 10 two-psrent families are anti-
family and anti-work. We are surprised, therefore, to see that states would not be required 1
eliminate any of the special eligibility requirements for the AFDC-UP program. We arealso
very troubled that all states would not be required 10 have a year-round AFDC-UP program.
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Page Three
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Essential person (pages 23-24): We oppose limiting the essential person provision which would
climinate longstanding state discretion to provide assistance o individuals the state determines
are providing essenual help. This proposed restriction flies in the face of your stated desire to
strengthen families and to give states the flexibility to meet families’ needs.

Fill-the-gap (page 33): We strongly support your provision giving states the option 1o establish
fill-the-gap policies that include child support payments. We oppose, however, your propoesals
1o repeal section 402(a)(28), thereby allowing states {o eliminate this policy where it currently
applies. This would disadvantage families currently receiving ¢hild support in those states and
contradict your policy of encouraging and rewarding responsible child support behavior.

Lump sum payments {page 31} We commend you for your provisions (a) and (¢) on hunp
swm pavinents. We are concerned, however, that provision (b) would require lump .sum
paymnemts earmarked for futire costs to be spent within one year from the date of receipt. This
does not make sense when applied to a Jump sum providing for future costs for an excended
period.  For example, it would preclude a lump sum for medical services not covered by
Medicaid that predictably wili be incurred over a span of years 25 & result of an injury 10 5
child. We understand it is not your intention to restrict expenditures over time for these
purposes, but we are concerned about difficulties in tracking the Jump sem payment over more
than one year. An alternative might be to allow such funds to be held in an Individual
Development -Account (IJA), comparable to your description in the proposed legislative
specifications. .

Thank you again for the opportumity to provide comuents on the Working Group’s -
welfare plan, Please let us know if we can provide any additional information.

shorah nszcin David 8. Kass

Director ﬂ/ , Senior Program Associate

Nancy
Senior Staff Atnorney

Sincerely,
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PRINCIPAL DEPUTY COMMISSIONER OF SOCIAL SECURITY
SALYVIMORE, MARVLAND 24235 ;

MAY 20 1884

NOTE _TO WENDELL PRIMUS
4

SUBJECT: Welfare Reform Legislative Specifications-- (Your
Memorandum, May 12, 1894} --REPLY

We reviewaed the legislative gspecifications for three sections of
the welfare reform plan including Prevention, Making Work Pay,
and Improving Government Asgistance, and concur with them. We
have no comments to offer,

Thank you for the opportunity to review this material,

...

Lawrence (M, Thompson
Princi Deputy Commigsioner
of Social Securicy



.‘,‘cﬂl‘m.%

peAEEEy

DEPARTMENT OF HEALTH & HUMAN SERVICES Qifice of the Secretary
Administoation on Aging

d’mu

Washington, DC. 20201

May 17, 1994

TO: Wendell Primus
Deputy Assistant Secret

or Human Services Pollcy

FROM: Fernando Torres-Gll
Agsistant Secretary for Aging

RE: Welfare Reform Legislative Specifications

I would like to thank the Co-Chairs and other nmesbers of the
welfare reform working group for the chance to review the second
package of legislative specifications. I have no problems or
concerns with the legislative language on the Prevention, Making
Work Pay, and Improving Government Assistance provisions. The
package responds to a number  of the issues and concerns 1 have
raised throughout the process. I am especially pleased to see a
number of provisions which I feel are essential components of the
reform proposal.

As a social worker, I fully support the provision of case
managers for every teen parent. This is a necessary foundatxan
for assisting teen parents off welfare and on to. self- :
sufficiency. I am also pleased with many of the provisions
adopted to assist in "making work pay:" the option for advanced
EITC payments, the earned income disregards, the removal of the
marriage penalty, and the intrease of AFDC resource limits.
There are alsc other issues which I feel are vital to self-
sufficiency and empowerment. The Individual Development Accounts
are an important empowering tool for welfare recipients to get
off of the welfare cycle and on to a more self-sufficient,
indepandent lifestyle. The automobile resource limit is another
issue which is wital to assisting recipients move off welfare.
The working group had not previously discussed the issue of
automobile resource limits, but this issuve was ralsed by
recipients time and time again on our site visits.

I thank you, again, for the opportunity to review this portion of
the legislative specifications. I am pleased with the language
and content. I look forward to reviewing the remaining package.
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DEPARYTMENT OF HEALTH & HUMAN SERVICES Gttice of Inspector General

Memorandum

- WAy 19994

June Gibbs Brow
Ingpector Generagld

54 Braor

Welfare Refor iglative Specifications--Otheyr -

Provisions

Wendell E. Primus
Deputy Assistant Secretary
for Human Services Palicy

Thank you for the opportunity to comment on the latest
welfare Reform proposal covering Prevention, Making Work
tay and Improving Government Assistance. Again, we are
impressed with the comprehensiveness of your efforts and
rhe streanlining between the Ald to Families with
pependent Children and Food Stamps programs. These
proposals, if implemented, should assist the States in
thelr administration of both programs,

We are locking forward to seaing the results of planned
demonstration projects. We have particular -interest in
the project on The . advanced payment option of the Earned
Income Tax Credit., The administration and accountability
of thig provision will likely have a significant impact
on State opsrations and reporting. Hopefully, the
demonstration project will evaluate the administrative
cost effect on States in megting all of thelr proposed
responsibilities and operational demands.

As you know, we recently completed a report on income
verification that seeks to provide greater flexibility
and efficiency in that process. We are eager to joein you
in youy proposal to 51mp11fy current verification
proceduraes, while assuring program integrity through
minimun stendards.
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RE; I.egmlative pe ificati "t for: Preventing Teen
Pregnancy and Promotng Parental Responsibility; Make
Work Fay; Improving Government Assistance.

DATE: May 19, 1994 .
Commnents on each secrion follows,

1. Prevent Teen Pregnancy and Promote Parental
Responsibility.

The steps listed 10 promote paréntal responsibility among
young people are among the strongest provisions in the plan. They
zend a firm message about parental responsibility. They ought to be
well received by the general public,

Z. Making Work Pay.

I am not clear about whether or not the section on child care
would simplify the requirements for child care in such away as w
allow easler antrance, i.e, for welfare mothers themscelves, into the
child care provider business. Without knowing how the IV-A
requirements differ from the CCDBG guidelines | can't well whether
this is making the situation better or worse. The more bureaucractic
and detailed the child care regulations, the more expensive it will
become and we will end up restricting cotrance to the child care
business from welfare mothers or grandmothers who may want to
work in this area.

3. Improving Government Assistance.

» The section on IDAS is very good but it may be subject to
some skepticism from conservatves. In rolling out the plan we
should remind people of the front page New York Times story a few
years ago that got a great deal of attention. Ao blspanic evnager
had saved several thousand dollars 1o go o college and the welfare
adminpistration took it away from her because her mother was on
welfare.

» We did not have many discussions about the expansion of
ATDC iu the territories. Are we sure this {s politfcally wise?

- » While this section does 4 goud job of streamlining and
simplification it falls sumewhat shore of full scale refinvention. Much
of what needs 10 be rejuvented about the welfare sysram s, of
course, cultural « mgt statutory. Nevertheless, the critical culrural
¢hange needed - W Uansform welfare offices from places
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preoccupied with error rates and bureaucratic red tape to places
preoccupied with helping people solve problems, is not mentoned
here. There ought to be some option which allows states to use
performance measures and allows them to offer incentives to front
line employees who are especially good at helping people get and
stay off welfare. The concept of incentives is in the plan for welfare
recipients; it should appear somewhere for the front line social
worker as well,
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Comments on ¥aking Work Pay Lagislative Bpaos

Piffarent evidence on the probleme of the working poor
should be used (paragraph 1, page 14). The vast majority of
fall=time yaar~round workers earning too little to keep a family
of four out of poverty are fot poer, either because they live in
smaller households or have other gources 0f income. Also, the
Census Bureau just discovered a mistake in their caleulation of
thase figures. The 18 percent fiqure, consequently, is a
percentage polnt or two too high. A direct measure of the
wvorking poor should be used Ingtead: comparing the poverty rate
apong working families with children in 19%2 to the rate in 1880
makas tha most sense.

As noted In previots DOL letter from Tom Glynn, the
$4.25/%6.00 comparieen (paxragraph 1, page 14} should ke deleted.
Rave you discugsed this deletion with David zgain or is it in
there by inertia? At the very least, ths sentence needs to be
modified further for it to e accurate. After “two or more
children" insert the phrase "and with income below about $8,500
{the point at which EITC benafits cease te be phased in)."

On the advance EITC payment ssction {(pages 19«20}:

* Allow states to provide advance paymants on a pericdic
basis othexr than monthly. (It may turn out, for
example, that a quarterly payment aystem makes sense.)

* An important issue doesn't appear to be addressed by
the gpecg. In states that are sxperimenting wvith
alternative delivary systems, would workers still be
allowad to receive the EITC through thelir saploysr
paycheck? It probably makes sense to allow dual
systems to run, but precantions need to be taken
against double-payments,

* Another EITC reform should be added that applles to the
snployer~based systen., In families with two or more
children, the advance payment should be egqual to 60
parcent of the credlf for a famlly with two or more
children inatead of current law, which is 60 percent of
the credit for a family with one c¢hild, I'm not
persuaded by Troasury’s argusents that this would ba
administratively difficult.
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FAX COVER SHEET

’M‘ Income Maintenance Branch %

Office of Management and Budget
Executive Office of the President
Washington, OC 20003

TO: Wendell Primus

FROM: XKeith Fontenot

Fax Destination HHS-ASPE
Name of Receiver: i
Phone Number: ¢q0 -(562

Number of Attached Pages: 4
(Excluding this cover)

NOTES: Attached is a list of concerns on the advance draft child
support legislation. If you have any questions please contact me or
Michael Ruffner of my staff at 395-4686.

FAX NUMBER: 202-395-3910

VOICE CONTFIRMATION: 202-395-4686
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Preliminary Comments Ox Issues
In Child Support Enforcement Advance Draft Legislation

Cost Estimates -~ Section by Section Estimates Needed

The legislation includes many new provisions for which cost estimates have not
been provided. To facilitaie the cost analysis and not delay final review of
legistation, we need the section-by-section analysis normally circulated for review
with legislation. That analysis should include separate cost estimates for gross
changes (separating out pluses and minuses) in administrative costs and AFDC
collections.

Maich Rates
The bill would phase in a finanding system that gives each State:

- A minimum of 75% Federal financing for county-based child support
enforcement programs, such as in California and New York.

- A minimum of 80% Federal financing for State-run programs to encourage
more States 10 take over county-run gystems.

- Up to an additional 5 percentage points for paternities established, based on
criteria to be set by the Secretary.

- Up to an additional 10 percentage points for overall performance, based on
criteria to be set by the Secretary. Informally, we understand HHS assumes
only 2.5 percentage points would be based on cost-effectiveness.

In addition, the bill would extend %0% open-ended matching for child support
computer systems an additional two years, through FY97 and offer up (o $5 miition
per year in 100% Federal funds for training and “technology transfer”.

Total matching rate and cast effectivencss. Generally, States manage funds better
when they have a greater financial stake. ACF has found Stata use of high 90%)
malching rales for ADP costs difficult to manage. The legisia

95% Fegeral maiching rate. Since as litle as 2.3 pe:centage ;wi:zts of theincennve is
based on cost-effectiveness, on net, States conceivably could get 90%+ matching for

very inefficient programs. Moreover, it is not clear how these m&;&ast mcentives
will improve program performance. The match rate s 2 apRpe )

generous and should be recongidered.

Special matches for computer systems. The draft legislation extends 90% matching
for computer development. If we wish to give States special agsistance to develop

Page 1
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the computer capacity the bill would require, enhanced funding could be limited to
the amount HHS believes is reasonable and necessary for a well-managed State of a
given size. (Any extra costs could be maiched at regular rates.) This could contain
costs and give States incentives to manage of funds betler.

Incentives for statewide CSE systems. The draft legislation includes a 5 percentage
point bonus for States to take over county-funded systems and operate a unified
system. Key factors in a State's decision may include who pays non-Federal CSE
admindstrative ¢osts now compared to who receives the State's share of AFDC
savings. The legisiation could be changed to require States to share incentives and
AFDC collections with the locality that operates the CSE program.

Other incentive effects. The draft legislation lacks specifics on the requirements to
receive incentive funds when States increase the number of paternities, support
orders, etc. The legislation should lay out what levels of performance would be
required to meet the performance thresholds, to ensure that the savings are
scoreable.

Training and technology transfer funds. The up to $5 million in 100% Federal
funding for training and technology transfers is not well defined. In the past, almost
all child support enforcement computer systems have been classified as "technology
transfers™. Given the high matching rates anticipated for State administration, it is
pot clear why this funding is needed.

States have expenmentad thh fiat rate bountzes ta counties far patemzty
establishment. Also, factors other than cost-effectiveness could be added to the
current incentive system, in lieu of replacing the system entirely.

Child Support Assurance - Demonstration or New Program?

The advance draft legislation includes a demonstration of a Child Support %
Assurance system. The Federal government would match all costs of the demo in

excess of what the States would be entitled to under AFDC at 90%. The
demonstration appears to be limited to an, as yet, unspecified percent of AFDC
recipients. The demonstrations should include a phase-In an ha

and not be a permanent program. The legislative language calls for 7-10 year
demonstrations which is longer than most demonstrations. The language also
includes procedures for extending the demos rather than ending them.
Administrative costs should be matched at normal rates »- the bill appears to match
all added costs at 90%. Also, it is not clear how HHS would determine which ;
portions of child support assurance benefits offset AFDC benefits.

Allowable Costs for Other State Ageucies that Assist Child Support

The draft legislation calls for automated interfaces between child support agencies
and property records, drivers’ license bureaus, agencies granting professional

Page2
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licenses, eic. Would new computers and other costs for those agencies be allowable?
The legislation should make clear the extent to which HHS will or will not help pay
costs for other State agencies, and cost estimates should be consistent with the
legislation.

Mandatory Funding for HHS Administrative Costs and Commissions

The proposal contains language which would convert currently discretionary
activities into mandatory expenditures. HH5 woukd receive a fixed percentage of
child support collected on behalf of AFDC recipients to pay for Federal staff and
computer systems and the databases — about 3100 million to $150 million per year.
The current federal administrative spending for OCSE and ASPE research is $15
million and the cost of developing the proposed databases would cost $16 million
Operating the new databases would be close to $30 million annually, although States
would partially reimburse this cost. A 4% tap on the Federal share of AFDC
collections seems excessive. Moreover, federal admindstrative costs should
continue to be funded through discretionary appropriations.

There are 2lso a large number of demonstrations and commissions. These should
generally be discretionary authorizations. The entire welfare reform legislation
should be reviewed in light of the exccutive order on commigsions and advigory
committees. Only those commissions meeting the criteria in executive order
should be included in the final legislative package.

Conformance of Audits and Performance Reviews

Incentive payments would be based on annual performance reviews. Corrective
action requirements (and penalties for not correcting problems) would be based on |
triennial audits that include process issues. Given the NPR’s emphasis on results
over process, it may be more appropriate to base corrective action plans and any
penalties on the annual performance reviews.

Good Cause for Non-cooperation

The proposal would increase the information AFDC single mothers must give child
support agencies to be defined as “cooperating” and thus be eligible for AFDC
benefits. States can grant "good cause” waivers 1o the requirements, Could States
grant “good cause™” waivers to some {many?) AFDC recipients that would be affected
by the revised cooperation requirements? If so, the provision may have more
limited elfect than estimated. The definition of “good cause” under this proposal
needs to be specified.

Deleting the Reguirement that Child Support Demonstrations not Increase AFDC
Casts.

Current law requires that waivers of child support laws and regulations not increase
AFDC costs. Glven the proposed State flexibility on disregards, it is not clear what

Pagre 3
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provisions HFS would want to waive that would increase AFDC costs. Given the
overall policy of cost-neutrality in waivers and absent a good rationale, this
provision should remain in the statute.

Diue Process Requirements,

The legislation would require that gervice of process have documented receipt
{rather than sent pursuant to State law). Would this increase the difficulty of
serving process? Would this provision reduce States’ ability to use the Postal
Service? (We undersiand some States allow the use of first class mail for some
purposes.) We assume there Is no intent to add requirements that could slow
service of process.

Paged



a0/ 40/34 L£idbidb; EUY UHO1S FHA-> ZUZ bdl bbhbids Nsgidriiby 3 Yages Fage

EXECUTIVE OFFICE OF THE PRESIDENT

Washington, D, C.

FAX TRANSMITTAL COVER SHEET

PATE: 50 _May-94

TO:

WENDELL PRIMUS
SUBJECT:

COMMENTS ON CHILD SUPPORT ASSURANCE DEMO
FROM:

RICHARD B. BAVIER (202) 395-3844
OFFICE OF MGMT AND BUDGET, HRVL

If there are any problems receiving this transmission,
please call the sender, or (202) 395-7370.
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Bernie Martin suggested I forward these commeunts on the child
support assurance legislative language. 1°m sorry that they did not
get incorporated into the commants you raceived vesterday from OMB.
I think they cover some of the same ground, but add a little more
detail.

I understand that ASPE staff will be coming over MHonday toe talk to
OMB staff about comments on the child support stuff, so maybe they
will have time to look st these baforehand.

Description of demos’ scope - Up to three states will be chosen,
with the total €S58 demo Lo "serva® some porcentage of all
*gligibles™ in the natjion. (Some term other than ‘serve’ should be
uged in Sec 59%91¢¢). I think what is meant is that the three states
chosen should contain that percentage ¢f the eligibles.) The
section on eligibility referenced smys that eligibles are: a)
children with established paternity and support obligationsz; b)
other children where it wouldn't be in their interests to establish
paternities and orders. Presumably the number of eligibles against
which the percentage in Sec §31(c) applies does not include the
second group. and that probably should be specified.

Potantial sigze of demos - States are te bag allowed to oparate CSA
statewide. If the number of births to unmarried women in & year
gives an indication of each state’s share of eligibles, California,
Rew York, and one of several other big states hold about 30 percent
ef all sligibles. The third through fifth states with the greatest
share of births to unmarried women atill cover 18 percent of sll
such. ©Given the cost potential of the demos, a maximum coverage of
5 percent of eligibles natlonslly seems like & lot.

However, & better alternsative might be to just cap the amount of
foderaz) funds that would be available above the baseline, and let
the Secrstary decide how to get the best demonstratjion possible for
the money.

Libsralizotion of eligibility wnd benefits - The demos’' cost
potential is made ygreater by easing two of the constraints that are
typleally clsimed for CSA. First, the Secretary could allow a stat
to reduce AFDC to CSA families by less than the full amount of CSA
payments. This would make CSA 2 lot more appealing to mothers who
do not work, undercutting the supposed work incentive and increasing
tha federal mateh for the mix of AFDC and CSA benefits. 225
Sacond, states could make mothers without paternity and suppoert
orders eligible, if pursuling child support would "not be in the best
interests of the child.* From the point of view of program staff,
that standard could be very easy to meet. Children might not gain
income at all from paternity establishment and support orders if

their fathers have very low earnings {(they might be in scheol, in
jail, unemployed, working only part-time, or just not in the work
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forea). Paternity and support orders invelve no gain in income for
the child if the C8A guarantee is greater than the axpected child
support. The process of establishing paternity and a2 support order
may bring a father with a criminal record or a purported history of
abuse back into the life of his child. In such cases, it would be
aasy to conclude that [t is not in the child’'s best interest Lo
insist that these conditions be fulfilled in order for the child to
qualify for the increassd income of CSA.

Jeint custody - The djoint.custody paragraph doean’t seem to hang
togethor very well. The court that established joint custody would
have to dacide what the child support would have been. Then, if the
hypothetical child support were below the guarantee, someone would
be aligible fur CSA. The problems ars: a) wWho does the court
suppose would have been Lthe custodial parent? Is it always the
mother? b3 Is the hypotheticai custodial parent now eligible for
the whole CSA guarantee, or just the amount over the hypothetical
gupport? If the former, I['ll bet we gee & sharp increass in
voluntary jjoint custodies in US4 demo states. It wouldn’t take long
for word to get around that AFDC and CSA benefits were availabls in
n way that did not expoese the absent father to child support
obligations.

Pilot or demenstration « CSA sounds a lot more like a pilot program
than a demonstration. The evaluation section should specify that
random assignment of individuals to C he regular program must
e a feasture of the evaluation in every state. Otherwise, wa won't
have any way to estimate what the IV.A payments would have been for
CSH recipients, and what share of CSA expenditures should be matched
at the FMAP. It won‘t do to just keep track of how much CSA is
counted to reduce tho AFDC benefits actually paid. CSA ig liable to
have behavioral impacts that mean more families will be on thes AFDC
and CSa& rolls than would have besen the case without CSA.

Saving on WORK -~ As drafted, it looks like C5A would provide an
unintended out for states separching for ways to minimize WORK
spending. CSA families beyond the two-vear AFDC time.limit could be
made ineligibls for WORK by well-dasigned CSA& including “unmatched
excess benefits.” wWith a 90 percent faderal match on the first
$3,000 to $4,500, a stata could spend some of what would otherwise
be the state share of IV.A benefits to the family and avoid the
ansts of WORK slets and child care.
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MEMORANDUM

To: Mary Jo Bane
David Ellwood
Bruce Reed

From: Wendell Primuéﬁf

Re: Comments on CSE specifications

Attached are the comments we received on the child support
enforcement legislative specifications. We will try to take into
account as many as possible when we revise the specs and the
legislative language later this week. We hope to send the
revised versions of both specs and language to OMB for c¢learance
this Thursday or Friday. At that time, we will also send a memo
indicating which comments we were not able to incorporate.

cc: Kathi Way v
Belle Sawhill
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To Wwendell E. Primus
Deputy Assistant Secretary
for Human Services Policy

tie are pleased to revisw the child support enforcement
(CSE} portion of the welfare refors bill. This is our
first opportunity to provide comments on the many varied
aspacts of reforn.

We read with interest your far-reaching proposal to
restructure the CSE program. We commend you on your
thorough.and impressive work. Given the brief turnaround
time to assess this lengthy and complex package, we have
limited pur comments to those actions that directly
ralate to the work of the Cffice of Inspector General
(OIG) .

ouy specific comments are:

o Section 614 of the draft bill significantly
ravises the audit reguirements pertaining to the
CBE program to focus primarily on performance
putoomes. We strongly support this shift in
enphasis from States’ adherence to administrative
ragquirements to achievement of progranm goals.
However, we are concerned that the propesal
retaing the current reguirement that Federal
audits be conducted by "a separate organizational
unit® of the Department (section 452(a) (4) of the
Social Security Act) -~ the 0ffice of Child
Support Enforcement (OCSE). This provision
needlessly ties the hands of the Department in
efficiently conducting audit work.

In the past, the Office of Geneval Counsel
cencluded that the 0IG may lawfully conduct
audits of expenditures undelr programs and
cperations of the Department, including those
ungder the C5E prograwm,. However, an 0I& review
would not relieve CCSE from its statutory
obligation to perform periodic audits of States’
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He look
detail,

participation in the program. The current
proposal continues this assignment of audit
regponsibility to OCSE. The 0I6¢ audits could
duplicate, but not supplant, CCSE audits. Thus,
even if the Segretary wanted the I8 to conduct a
particular audit and the ¢IG6 did so, the audit
would not satisfy OCSEfs cobligation to conduct
audits stipulated under the Social Security Act,

The proposal indicates that Federal audits of the
CSE progranm will be conducted in accordance with
the Comptroller General’s “Government Auditing
Standards." However, thig is not specified in
the language of the draft bill., We suggest that
the bill be amended to include this regquirement.

Proposed subsection 482(a}{4)(C) (1i) directs OCSE
to perform andits of financial mpanagement of the
CSE program by the &tates, including assessments
of whether Federal funds have been properly
expended and aceounted for. 7To some extent, such
assessnents are alresady reguired as part of each
State’s annual "single audit® under 31 U.8.C. §
78501 et seg. It may be more efficient to expand
the reguired single audii reviews (through
gompliance supplementy than to duplicate this
audit effort at the Federal level. Changes and
additions to the supplement are currently being
conducted by the Office of Management and Budget,

¥e are pleasad to note a number of new
performance provisions which reward 8States wath
incentive payments based on their ability to
attain desirable, relevant program outcones.
Also, sypanding access to a variety of data
gources at the State and Federal levels should
contribute significantly to program enforcement.

forward to reviewlng this proposal in greater
We would be happy to work with vou by providing

audit and evaluatlion assistance to help ensure the
complete and effective implementation of CSE reforms,

1

¥
¥
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To: Wendell Primus

o™ . :
From: Judy Wur:zgi;w./ "‘JJJ%[ v\!?

Re: Department of Fducation Comments on Child Support Fuforcement
Spraifications
Date: May 16, 1994

Qur only comment on e Child Support Enforcement Specifications concerns the roke of the
Department of Education in provisions 10 cneourage the carly cstablishment of paternity.
Page 3 of the specifications provides that the stae must require health-refated facilities wo
irform unwed parents about the benefits of and the opportunities for establishing legal
paternity for their children, and that “this effort should be coordinated with the U.S. Public
Health Service and the U.S. Depzriment of Education.”

We have two concerns about this provision.

First, the programs listed zre all health and nutrition programs administered by other
agencies. Thus, the need for coordination with ED i3 unclear.

Second, in discussions with your staff. I was wold that the provision to coordinate with ED
was imended 10 promote the incluston of pawrnity issuvs in healih educadon programs.
Whilte we would suppont that godl, nothing in the language of the specifications suggests that.
Further, the Department of Education currently admministers only one small {(approximarely $4
million) program in comprehensive health education (and grants could but need not include
farnily life education). The Deparpment administers no other programs directly aimed at sex
sdugation or health services. Even more-important, curricula 15, by law, a matter of focal
control, The Department could not require - and could not make states require - that
curricula address the benefits of paternity establishment.

For these reasons, we would suggest omitting reference (0 the Department in the
specifications.  Alternarively, you could develep a separate provision on engouraging school
health education programs 1o inciude paternity issues and include coordination with ED in
that seetion. We would be happy o work with your staff to develop new language.

= Madeleine Kunin, Mike Smith, Gussic Kappner, Norma Cantu
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WASHINGTON
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MEMORANDUM FOR WENDELL PRIMUS
Working Group on Welfzre Reform,
Family Support, and Independence

FROM: ' Maurice Foley ?'f%
. Deputy Tax Lepislative Counsel
(Tax Legislation)

SUBIECT: Welfare Reform Legislative Specifications -
Child Suppont Enforcement

The following are preliminary comments from the Office of Tax Policy regarding the legislalive
specification for the ¢hild suppart eaforcement portion of the welfare reform bill. We would
like o set up a meeting w further discuss our concerns,

1. p. vi. In proposing the expansion of IRS” role, full consideration must be given to the
possible, adverse impact on income tax compliance. Some IRS and GAO studies have indicated
that compliance is reduce (mandy, failure w file mcreases) following tax refund offsets of a
continuing nature. In cxpanding IRS’ role, reduced tax collections may negate the child support
revenue gained. A revenue gslimate would have 1o be made for any specific proposal.

Moreaver, any expansion of disclosure of tax return information must be int accordance with the
safeguards provided by the Internal Revenue Cade, including justification for such information,

2. p. 21, The provision 1o give the child support or alimony payments priority over tax debts
is a dangerous precedent. As under pror law, tax receipts should be the first priarity of
colicetion for the IRS. A revenue estimate would have 10 be prepared for this provision.

in addition, the IRS opportunity costs would have 1o be determined for diverting collection
resources o recovering delinquent child sopport, Even if IRS Is given additonal resources, such
resources would have to be allocated besween callection of income taxes and child support, -

3, p. 25 and p. 53, As a condition of State plan apprwai the State musy have sufficient State
staff. The definition of Siate staff, however, included private contractors. We believe that cszzly
State agencies should have aceess to federal tax information,

4. p. 34, What is the justification for the National Locate Registry to have access 0 @x
information from quarterly estimated taxes filed by individuais? Again, any expansion of tax
remara  informanion disclosure has a potential impact on compliance and revenue.

5. p. 35, ”I"?;r: proposal states that privacy restrictions in the Intemal Revenuc Code have been
found bry the States 1o be unduly resirictive.  This characterization is not appropriate, Any ax
return information disclosure has to be enacted by Congress. Moreover, any disclosure has to
be examined regarding invasion of privacy and effects on ax compliance, and be weighed
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against any benefits achicved.

6. p. 35, The specific proposal to access IRS data is incorrectly deseribed.  Any access to such
-data would be & Congressional action not an administrative action. Moreover, the legislation
would have to specify which dam would be available. Again, we would not support disclosure
of tax return information to privata contractors.

7. p. 36, Is it proper for IRS tu be coliecting delinquent child support payments where welfarc
payments are not involved and the child is now an adult? This {s perilously close 10 using IRS
to collect what have become cssenpally private debts,

The proposal would have IRS receive payment for its collection services from debtors rather
than from those asking IRS for collection assistance. First, how will IRS get paid when it s
unable o colieet the debt? Will such costs have to be financed by general IRS appropriations.
thereby diverting resources from tax collcetion?  Second, how should IRS compnte its coliection
costs?  Are direct costy plus averhead adequate, or is some measure of opportunity costs more
appropriaie?

&  Dp. 45. ‘The elimination of the exemption from involuntary withholding of c¢hild support
payments should be further reviewed in light of other Administration priorities.

9. p. 49. The provision to deny dependent exeraptions when taxpayers are delinquent with
child support payments rcquites more extensive analysis, incloding a revenue estimate and an
IRS assessment addrassing the sdministrability of such a provision and the cost of administration.

10, p. 30, 33, and 58. The proposal lists some safeguards that the States must institule for the
use of tax data, They are, however, held harmless from sanciions involving Federal
requirements for systems certification during conversion to central registries. This provision is
vague regarding the conversion period.  In addition, we would aot agree to the lifting of
sanctions imposed under the Intemmal Revenue Code for disclosure of wax return information.
Moreover, the proposal’s Federal audit provision lists no sanctions or penahies for
noncompliance. Prasumably, this would involve auditing of usage of Federal tax data, with no
provision 1o curtail access upon failure to comply with the program.
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Office of the Assistant Secretary
tor Health
Washington GG 20201

MAY 12 1994

TO: Wendell Primus
* Deputy Assistant Secretary for Human
services Poligy, ASPE

FROM: sssistant Secretary for Health

SUBJECT: Welfare Reform -~ Child Support Enforcement

In reviewing the draft legislative amendwents on child support
enforcement. amendments we find a number of controversial and
disturbing issues. I think a2 meeting with my staff is necessary to
address the following concerns:

. Cooperation in paternity identification as a condition of access
to medical services, especially prenatal care. Pregnant women
could be denied Medicaid coverage. Congressional legislation and
the Department of Health and Human Services has atismpted to
remove barriars to care for pregnant women. In fact, Congress
exeapted pregnant women f{rom Medicaild’s eligibility process.
Under QBRA 86, providers are allowed to presunme eligibility for
Madicaid and provide services immediately. PHS funded Community
Health Centers and Migrant Health Centers rely upon presumptive
@ligibility to extend their services.

» The circumstances regarding Indians, migrant agricultural worker
familiesn, and other populations the PHS has. historically served
are not adequately addressed by these propogals. The proposal
and amsndments are largely silent about highly wmobile and rural
population concerns. For exanple, the Directory of New Hires
would require reports by employers of farmworkers who often work
for multiple employerg in a single day?

. Privacy of data is a major concern for us. The current proposal
fuels tha concerns we faced in health cave raform regarding
linked government data systems and privacy. Requiring all
participants to provide social security numbers creates
considerable burdens on emplovers, hospitals, and other providers
of medical care increasing administrative burdens. Information
system developments necessary for appropriate links are also
problematic,



Page 2

. Accreditation of genetic testing laboratories raises a nunber of
issues that we confronted with CLIA.

. Please contact Robert Valdez {26Q0~1281) or Jo Boufford {(450-8867)
to arrange follow-up discussions on these and other issues.

Philip R. Lee, M.D.

aas Dy, Boufford
Mr. Corr:
Mg, Stoiber
Dy. Lasker
Dr. MeGinnis
Dr. Valdez



THE DEPUTY SECRETARY OF HEALTH ARD MUMAN SERVICES
WALHINGTMN, $.C. 20201

MAY 10 1894

NOTE TQ: Wendell Primus

SUBJECT: Child Support Enfercement Proposal

The following ave my comments on the subject proposal:

o There is not enoud £ gen
visitation (page 66). Many ﬁathera aita difficultias
in seeing their c¢hildren and influencing their
upbringing as major reasons for not giving their
mothers money. The proposal appears confused on this
issue -- acknowledging the problem, but giving only
vague opportunities for states to establish assistance
in this area. Now is a time to build parenting plans,
mediation, visitation enforcement, and neutral drop-off
plans into required operations -~ not as opticong for
the state.

fathe The a&aiuistxaﬁive inquiriaﬁ inta
parantage and income {e.qg., involuntary registration
and administrative determination of support orders) are
somewhat troubling from a due process standpoint.
Issues of adequate proef of income and legal
representation in the administrative process will
likely arise, particularly as auntomated mass data,
collection and disbursement gystems are e&tablxahed.
Also, the proposal allows “some" parents to opt out of
a centralized registry, but is not very specific about
the conditiong for opting out (see page 29; one would
assume that middle class mothers for whom support’ is
not an issue would be in this group, but it could also
include cases in which coercion is used to pressure a
mother to opt out of the system).

I believe that we will be driving many fathers into an
"nﬁaargrounﬁ” econcmy when their zmall-business
employers will not want the fuss or bother involved in
providing paperwork for thesge orders. BAlso,
independent contractors or msiness owners will have
many loopholes for reporting and aocper&ting with this
systen,
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ﬂational CA&arxnghauaa seems to zapr@aent a masgiva nevw
bureaucracy designed to coordinate and monitor the
support enforcement system (page 30). The National
child Support Registry, the National Locate Reglstry,
and the Rational Directory of New Hires -- not to
mention the expanded IRS role in reporting and
collections (see page 35) ~- plus involvement with
cradit reporting agencies, will create a large systenm,
to say the least. I would expect that these sysienms
will be very expensive and difficult to update

accurately.
Z{/{ﬂZAJW

Walter B. Broadnax
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Note ta: Mauresn Xenpedy W.%HUE?

Prom: Bd Moses -
%

Subject: Comments on Welfare Reform Child Support Proposal

Wa have read the draft report. Ouy Xey concern ig the
coordination between the Child Support agency and Public Housing
Authorities with respect to non-custodial parents (Chapter ¥,
page &6 - 70). OQur Resident Initviatives Programs, including
$ecrion 3 employment initiatives, are targetted both o public
housing residenrs and non-cugtodial parents, specifically in:

~access Lo Section 3 jobs with public housing funding

~g¢ligibilicy for supportive gervices {(such as the Youth
Development Family Investment centears Program)

-involvement in parenting activities with the children
This Chapter could acknowledge this and include HUD in desigaing

rhe proposed demonstration programs o that non-oustodial parsncs
whose children live in public housing have access to JUBS/WORK

funding.

g 12270 B5:90 621,08
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To: Welfare Reform Co-chairs COMMS
From: Belle Sawhill (U}OW\

Re: My Comments on JOBS/WORK specs '

I read the May 5 specs this weekend and was pleased to
discover how much progress has been made in pinning down the
details of our propesal. Richard has also been keeping me
gsomewhat informed about the 7:30 mectings; for example, I gather
sone new decisions were made this morning (Monday). I'm sure this
will be a moving target, but hsre are a few comments for now.

1. Employability plans. I tend to agree with Richard that we
need to be careful not to send a signal that everyone needs
services ~-- beyond job search assistance -- to become emplovable.
This would counter the message that we want to help people find
iobs {(not Just prepare for them) from day onse. It could also lead
to lots of suits or appeals surrcounding the issue of extensions.

2. I wonder about only allowing one parent in a two~parent
family to be in JOBS-prep. What happens to a spouse taking care
of an ailing or disabled mate?

3. Why not require states to offer OJT, work
supplementation, and CWEP as part of JOBE? These are the services
that are more work-oriented and OJT seems to produce particularly
good results., Alsc, this would be consistent with the idea that
JOBS and WORK periods should not be that different -- both should
be geared toward helping psople find and keep jobs.

4. In a nunber of places in the specs, reference is made to
a requirement that people engage in job search, but it is rarely
specified what this weans. Are we talking about self-directed or
supervised job search? I favor the latiter with a focus on job
clubs or other group activities that teach job search skills and
provida peer support.

5. I'w guite comfortable with a 20 hour rule for parents
with children under 6. ,

6. I think doing away with participation reguirements for
the non-phased in is a goocd idea; it may also save us some money.
I'm also glad to see progress being made on redefining
participation {although it seems as if we don’t have this one
pinned down yetb}.

7..The whole match rate guestion geems to still be up in the
air, according to Richardfs notes from Monday morning meeting. I
strongly favor a declining match rate over time either for
individuals, or if this is too complicated, 2 lower match for



WORK than for JOBS. I also think we need a capped entitlement for
both, including the wages portion. Among other things, this would
enable us to show more AFDC gavings {offsetting the wage costs of
the WORK program). It would also make the WORK program seem nore
like an independent jobs program and not just another welfare
program. Also, it would encourage states to experiment with trade
offs between wages, hours, work support services, job search,
ete. within some limits that we may want to establish {(no wages
below minimum, no hours below 15 or above 3%, no long waiting
lists.) The only thing that would remain uncapped would be AFDC
benefits themselives (regular or supplementalj.

8. I was pleased to ses the emphasis on worker support but
wonder if we shouldn’t say something even stronger. Perhaps the
language should ke that states must (not just can} offer these
services ag part of both JOBS and WORK.

%, T den’t like the earnback policy at all. It sounds too
much as 1f we are offering people a 6 month paid vacation every 2
years. Ifd suggest as a compromise that we provide a limited
number of "“second-chance" smergency uses of the system for
relatively brief periods and define all of this more precisely in
regs,. Perhaps this could be part of the new flexible uses to
which states could devote thelr capped EA money. It would be
hetter in my view to wake EA more generous that to have people
garning what sounds like a new entitlement to welfare, Under the
cap, states would have to decide who was and wasn’t an emergency
case,

10. Much more fundamentalliy, I don’t think we’ve grappled
sufficiently with the way the WORK program works., Here’s my
current understanding:

~ There is no time limit on participation in WCORK

~ One can ke sanctioned for 3 mo. (guitting, dismissal,
not showing) or 8 mo. (not taking offer of unsubsidized
employment) . In both casas, the sanction 1s only if
behavior occurs "without good cause® —-- which would
sgem to be a rather open-~ended proviso.

- One can be put back in JOBS-prep.

What do we think would realistically happen under such a
policy? My guess is that almost ne one will be sanctioned; that
there will be lots of cases of nonperformance/no shows/poor
attendance; that as a result the whoele program will get & bad
name and employers will not be willing to participate; and
without their participation, the whole policy will fail. There
will also be cases, ag Richard points out, where the jobs will be
more attractive than anything in the unsubsidized sector ~=-
precisely beacause hours are limited, wages may be above the
minimum, and performance standards, including attendance, will be
difficult to enforce. The result will be a large buildup of the



cagseload in WORK that will be only modestly offset by such
factors as the availability of the EITC in nonWORK fdobs. I think
the solution has to be to make this more like a real jobs program
with gome kind of time limit and less like welfare {a la the
appendix to the current specs). Moreover, those who fail {(don‘t
perform} and aren‘t eligible to go bagk into JUBS-prep have to be
gubiected to tougher sanctions -- including being cut off of cash
assistance entirely. The usual assumption is that this will pose
a serious threat to their children. I think the solution to this
fear is to monitor the children’s well being c¢arefully, not to
relieve the parents of their responsibilities,

11. Assuming that the above arquments are not convincing, and
that we have an open—~ended WORK program with rather weak
sanctions for nonperformance, then we need to think harder about
how to reconcile this publically with a capped entitlement and a
capped JOBS-prep program that doesn’t explode in the outyears.
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May 24, 19%4
MEMORARDUM
T Pavid Ellwocd
Mary Jo Bane
Bruce Reed
From: Wendell Primn€$
Re: Additional comments on Prevention/Make Work Pay/IGA

Attached are four additional comments received on the Preventien,
Make Work Pay and Improving Government Assistance legislative
specifications. They are from Bruce Viadeck (HCFA}, Walter
Broadnax, Ren Apfel {(ASMB}, and Maurice Foley {Treasury).

wer  -.'Belle Sawhill i
Kathl Way
Emily Bromberg
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C DEPARTMENT OF ﬁﬁi&iﬁi‘fi & HUMANSERVICES Heasith Care Financing Administaation
it - The Administrator
) Washington, D.C. 20201
MY 20 oot
TO: Wendell £. Primus
Deputy Asslstant Secretary for Human Services Policy,
ASPE
FROM : Administrator S

Health Care Financing Administration

SUBJECT: Walfare Reform Lagislative Specifications -- QOther
Provislons {Your memorandum of May 12, 1884}

Thank you for the oppoertunity to review and comment upon the
legislative specifications for preventing tasn pregnancy and
promoting family responsibility, making work pay, and improving
government assistancs,

We would like to raise iwo broad concerns. First, the
specifications appear Lo assume that the Health Security Act
would not only be enacted soon, but that it would be fully
implemented in relatively short order. While we are all working
hard to pass the bill, the latter goal may be more elusive. Even
with prompt enactment, a phase-in of expanded coverage over an
extended period appears likely. For this reason, some form of
Medicald is likely to be a reality for low income families for
some time. As we try to move these families aff the AFDC rolls,
we must be sensitive to the possibility that work-based universal
health coverage may not be lmmediately available to pilck up where
Medicald coverage ends. The unintended result could bhe to
increase rather than decrease the number of families without
health coverage, at least in the short term.

On the other hand, policies that expand AFDC eligibility would,
to the extent that the current Medicaid program remains in place,
expand Medicaid eligibility and Stale costs as well., To the
extent that the reglonal allisnce structure of the Health
Security Act is implemented, AFDC eligibility expansions would
lead to increased State premium payments. In either case, it is
important to identify and account for these costs.

Gur gecond broad concern with the specifications is related to
the attempt to reconcile differences In eligibility and other

requirements between the Food Stamp and AFDC programs,
{(Medicald, of course, follows AFDC eligibility rules in nany /)
respects.) Many of the proposed simplifications would raise AFDC ,

(and also Medicaid) eligibillity gstandards to more generous
levels, sometimes for counsistency with the Food Stamp Program and
sometimes for other reasons. The effect would be to increase the
number of persons eligible and the costs, Lo States as well as to |
the Federal government.
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While some of these changes are State options, others are in the
form of mandates. Options may prove too expensive for State
budgets. Mandates pose aven more problems because additional
funding sources (State or Federal) are not indicated. We
strongly support efforts to simplify program requirements.
Howaver, we should consider the impact on States which would have
to pay for their share of additional AFDC and Hedicaid costs
under these propogals. My staff would like to share additional
concerns and recommendations with your staff on this issue.

We would like to raime one more specifie concern regarding the
proposal to allow States the option to limit AFDC benefits to
additional children conceived while on AFDC (pages 9 « 10). ¥He
understand the political symbolism that may lead us te propose
this. However, we are not aware of any empirical evidence
regarding whether the policy would have the desired effect. To
adopt such a policy may put the additionsl c¢hild, and indeed the
entire family, at both economic and health risk. We urge that
additvional careful congideration be given to thig policy and its
potential Impact upon AFDC and Medicald aligibility.

My staff has identified a number of additional concerns of a more
technical nature that need to be resolved. They would like the
opportunity teo discuss these natters with your staff and to
assist in the drafting of the bill. Please coordinate this
activity with Tom Gustafson (630-5360).

ruce . Vliade
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MEMORANDUM
TO: Wendell Pnmus

As I read through the legislative specifications for the vanious welfare reform proposals, it
oceurs to me that it is critical to tie proposed demonstrations to the soon-to-be designated
Enterprise Zone/Enterprise Community locations. This is so for several reasons: {1} the
communities’ strategic plans should already address many of the issues targeted by the teen
pregnancy prevention and work projects - community invelvement, integrated services,
business involvement, etc.; (2) the pregnancy prevention demonstrations and other efforts
directed at making work a good altemative should fit nicely into a comprehensive scheme for
reaching ever-younger members of the same distressed societies as will be defined under
EZ/BEC standards; (3) scattering the funding for these projects around the country to non-
designated, non-funded areas wastes the opportunity to effectively demonstrate a
comprehensive approach to social re-design.

I would strongly recommend that you include language within the legisiaﬁve specifications

which expresses clear preferences for co-locating welfare reform demonstrations in EZ/EC
sites.

Il
. P



http:sooo�to-.be

.05/24/94 10:81 75202 8§90 5562 DHNS/ASPE/HSP __gons

*

§ WEVELS

+¥ b,

¥ .
2: / DEPARTMENT OF HEALTH & HUMAN SERVICES Giiie of 1ha Sacratary
‘s‘f £ ‘

"“:mh Wasnington, DO, 26001

MAY 23 B4

HMEMORANDUM TO THE ASBISTANT SECRETARY FOR PLANNING ARD FEVALUATIOR
Attn: Wendell Primas

From : Kenneth 5. Apfel
' Assistant Secretary for Management and Budget

Subject: Welfare Reform Legislative Specifications -~ Otherx
.o ..+ Provisions :

We have reviewed and concur with the welfare reforsm legislative
specifications having to do with Prevention, Making Work Pay, and
Improving Government Assistance.

While we have no major policy concerns, we believe that these
sections would be strengthened by incorporating the following two

clarifications:
. on page 1%, under the Child {are section of Making Work Pay,
in the gsection entitled Expansio t "

Poox, the description of the prbpcsalhin”the'LagiQZatlve
specifications is confusing. It now states:

Change the At-Risk Child Care Program, Bection 402{1}
to a capped entitlement with an enhanced match
consistent with the match in the other IV-A programs.

However, thig program already is a capped entitlement with
an enhanced match egual to those in the other IV-A programs.
Therafore, what needs to be said is:

"7 Change thé "enhanced. match in the At-Risk Child Care
capped entitlement program (section 402(i)) to the new,
higher match which is being proposed for the other IV-A
programs.

L] On page 25, under the Administrative Cost Structuring for
Certain Social Services ssction of Improving Govermment
Assistance, the description of the legislative
specifications is confusing. It currently reads:

Under Section 403{a}{3), the law would be changed o
allow a 50 percent match for family planning
administration even if this is provided under Title XX.

The word *this" actually refers to family planning services,
not adminstration. ¥We recommend, therefore, replacing “this
is® with "family planning services are."
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MEMORANDUM FOR: Wendell Primus
Working Group on Welfare Reforn,
Family Support, and Independence
FROM: Maurice B. Foley iL“
Deputy Tax lLegislative Counsel
{Tax Legisiation)
SUBJECT: Treasury {0ffice of Tax Policy} Comments on

walfare Reform Legislative Specifications
{Gthag Provisions)

oving the -— Permitting Publicly Administered Advanced

EITC Payment Systenms

The requirenent that States repay to the Pederzl government
groagsive advance payments made te participating State
residents pust be included in the legiglative
gpeciflications. While we understand that the concern about
the poessible impact this provision may have on State
participation, the potential revenue drain te the Fedavral
government in the absence of this requirement has to be
accorded grester weight,

In order to evaluste whather the demonstration projects are
affactiva {and o minimize the rvrevenus cost), the projects
should ke tested on A 3»vaar &trial basig. We would
recommend that the programs be effective from 1996 through
1998, with applications accspted in 1985,

Agset Acéum&L@Eimﬁ,w« Individual {ievelopament Accounts

Clarifying thaxslﬁ 000 limit. oOur previous understanding
was -that the $10, OGQ limit only applied for purposes of
determining how wumh cf the IDA would ba ignored when
applying AFDC and Food Stamp asset limits. This issue pust
ke clarified. ({In addition, the tax laws will not be
amanded “by" the Treasury Department; it is more acouraste to
simply state that tha tax laws will ke amended to allow for
the development of IDAs.. ..}

Ezech IDA Will relate to an jpdividual, not to a fanmily
{though there are family~level linitations on who will
constitute "eligible participants").

There are alse several typographical errors in the
Legislative Specifications.

o
ooz
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spocifically ragarding tha unsubsidized IDA program:

* The 10 percent penalty only applies to tha amount withdrawn
that iz includikle in inconma.

Specifically regarding subsidized IDAs

* - Tt is confusing. to say that *funds" in an IDA acoount will
be exenpt fram taxation. Rather, earnings on fundsg in an
IDa account will be exempt from taxatlon. Similarly, it
should be clarified that if a subsidy is distributed to pay
qualified expensas, it will not be subject to tax. However,
Lf = subsidy iz used to pay nongualified expensss, it will
e inciuded in income and subiect to a 1¢ percent panalty
tax.
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MEMORANDUM TO WEND IMUS {fax 690-6562)
From: ¥laine Kamarc a
Re: Comments on i ve Specifications for the

Child Support Er ement Proposal of the
Working Group on Welfare Reform, Family
Support and Independence,

I have reviewed the legislative specifications for the first |
portion of the welfare reform legislation. It is a very strong plan
with many specific, tough, actions to establish paternity and collect
child support. It even acﬁnowiedges the non-economic role of
fathers in children’s lives - something the Vice President plans to
talk about at his upcoming family conference. T have only a few
comments. .

1. Establish Rewards in Every Case

The one problem [ see with this section is that it is sormewhat
overly prescriptive in dictating to the states the administrative steps
they must take to establish paternity, Having established the proper
incentive structures in the law our reforms need not and should not
attemnpt to micro manage how states achieve the goals they set with

- HHS for increasing paternity establishment. 1 question the wisdom,

for example, of requiring the steps at the bottom of page 3 or the
steps mentioned on page 8 subsection 2. These are all good ideas
and they probably would help increase paternity establishment but
to require these actions in legisiation - perhaps at the expense of
something we have not thought of which might be more effective - is
the sort of thing which tends to be counter productive over the long
haul :

2. Ensure Fair Award Levels
The portion of this section that is most vulnerable to criticism
is the proposal to create g National Commission on Child Support

Guidelines to study the desirability of uniform national child support

guidelines. This strikes me as somewhat bureaucratic and not likely
to work but probably, in the end, harmless.

3. Collect Awards that are Owed
My only problem with this section is that no where in it is

. mentioned the possibility that private vendors may be able to play a

role in making the new system happen, Is this assumed? We know
that especially when it comes to state of the art computer
applications the private sector is often quicker and more effective at



innovation. 1 would hope that the intent is not to preclude private
sector involvement in this process especially since some private
collection agencies in large states like Texas are having very positive
results. Private sector involvement here - especially on a strict
performance basis - could go a long way towards blunting the
criticism you are likely to get from those who will feel this system is
putting too much of a burden on already overburdened state
bureaucracies.



Provisions and Age Definitions in Welfare Reform

Provision Age Comments
Teen Pregnancy Prevention | Over age 9 and under age 20
and Mobilization Granis
Prevention Demonstrations | Over age 9 and under age 22 This goes to under age 22
because it is community,
not school-based.

Minor Mothers Provisions

Under age 18

Based on legal age

Case Management for All
Custodial Teen Parents

Under age 20

Teen Parent Bducation and
Parenting Activities State
Option

Pregnant and parenting teens
under age 20

States would have the
option to serve under age
21

JOBS and Time Limits
Phase-In

Under age 24 would be in phase-in
group

States would have option
to define more broadly

Participation in JOBS

Mandatory for all custodial parents under
age 20 if high school is not completed

Exemption from Time Under age 18
Clock
Extension of Time Clock Under age 22

for Individuals Receiving
Services under Individuals
with Disabilities Education
Act (IDEA)

Placement in Pre-JORS for
12 Weeks Foliowing Birth
of Child

All cases under age 20 where high

school is not complete, cases under age
20 where high school is complete and the
child was conceived while on assistance,
and cases age 20 and over if child was
conceived while on assisiance

Placement in Pre-JOBS for
Up to One Year Pollowing
Birth of Child

Cases age 20 and over and cases under
age 20 where high school is complete, if
child is conceivex]l while not on assistance

Earnings Disregard for
Elementary and Secondary
School Students

Under age 19
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o Does any individual who has capablility of working (at an
unskilled job) have an obligation to do go, if there is an
avallable job?

The Working Group generally steered clear of the issue of
the nature of the "entitlement,” taking the State level of
benefits as a given. Given the current political constraints, T
concur with that judgment, though T would like to see a movement
towards establishing more national normg. Whether this should be
done, and if se¢, how it ccould pe done most effectively, requires
more discussion.

At several points, an implicit argument for why certain
policies should be pursued seems to have been that we cannot make
recipients on welfare worse off than they are now. But that is
pracisely the guestion at hand: do recipients have an
"ertitlement® to current levels of bhenefitg?

Te implement any phased incentives that would reduce
henefivs 88 & recipient’s time on the welfare rolls increases
{discussed below!, we would have to address this issue.

Theme 2: The Role of Individual Incentives :

T wish to emphasize the importance of incorporating strong
incentives within the program:

¢ Legal rights may limit the ability to "force® individuals
off welfare on a discretionary basis.

o Even with beszst of intentions, States may find it difficulrz
to change the direction of agenciss administering programs.
We should be wary of having excessive confidence in existing
and proposed administrative structures for accomplishing cur
objectives.

In general, the Working Group believed that individual
reciplents needed 1o have appropriate incentives o enter the
paid labor force as soon as possible. This reguires that the
penefits an individual receives while not working alwaysg are less
than the total amount of compensation plus benefits received
while working, and the difference must be large enough to
compensate for the efforr of working.

Assessing these incentives reguires integrating all
assistance programs, including food stamps and housing. Under
current prograns, in some states, the net return to working at a
£ull time Job c¢an be as low as a dollar or two an hour. The
consaguence dlg that the incentive for work is less than might
ctherwise geem Lo ke the case.
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Though £full integration would clearly be desirable, partial
integration, with welfare payments adjusted to reflect other
benefits could go a long way to addressing the basic incentive
isgues.

We may want to consider alternative ways to providing the
requisite incentives:

{a} %ome argue that it would be administratively simpler to
reduce some sntitlement other than RITC for WORK
parficipants, and to keep the entitlements provided
through the income tax system intact {(since the tax
system has less direct contact with WORK participants
than the welfare system);

{b} Overall benefit levels could be reduced the longer a
recipient is in the welfare program, encouraging
individuals to enter the pald labor force;

{¢) Finally, for those with the longest stays on the welfare
rolls, benefit levels to the parent could be effsctively
reduced through provision of more in-kind benefits
rargeted to children.

Even when vecipients are required to accept any full time
private secstor job offered, thsre are instances where the
incentive Lo enter the paid labor £orce would be dulled by the
operation of the draft propeosal. For example, under the draft
proposal, part-time work may stop the running of the Z-year time
clock on training and welfare benefits. In this case, a
reciplent with a part-time job may indefinitely recelve benefits.
Alternatively, if part-time work does not change the possible set
of benefits available in a positive manner, it may bhe reijected as
legs satisfactory than simply making use of the training proposed
to be available. A compromise solubion that retains the
appropriaste incentives is to ratably slow down the 2-ysar Clock
on benefits for those who engage ip part-time work. Under this
scheme, & person who works 20 hourg per week (half-time} would be
able to receive benefits for 4 yvears before moving to the WORK
program {note that such o long period of part-time work is likely
to result in the recipient bullding up & suffigient work record
ts leave welfare for paid employment).

The draft proposal implies that the 2-year time limit is a
lifetime limit. Accordingly, someone who received benefits at
age 25 would be ineligible to receive training and other non-WiRK
benefits at age 35. A more appropriate policy might be to allow
perscons to "earn” additional welfare coverage by participating in
the paid labor force for a sufficiently long period. The exact
schedule would require some care Lo prevent vecipients f{rom
repeatedly cycling between welfare and the paild labor force, but
the potential problems are nobt insurmountable.
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Theme 3: The Role of Instituticonal Incentives

Providing appropriate incentives to individual recipients is
only part of the overall incentive issue. A similar concern
exists with the incentives provided to cases workers and to the

tates Lo ensure that they act to move welfare recipients into
the paid labor force in a timely manner.

The draft proposal makeg heavy demands on individual casge
workers to assess whether recipients are ready to enter the paid
labor force and in what capacity. Regsarch in the area of
organizations suggests that large changes in the incentive
structure for case workers may need to be a part of the changing
culture in the welfare office. If the incentive structure is
ignored, case workers will likely revert to current beshavior
rather than wholsheartedly implement welfare reform. Figuring
out what those incentives might be and requiring States to
incorporate tham in their own welfare programs should be an
integral part of our proposal,

State incentives will also play a najor role in the success
of the welfare reform efforg. If States are able Lo obtain
Federal resources without fully inmplementing the welfare reform
initiative, they may So sc. Tying actual Federal payments Lo
State success at placing welfars reciplents in unsubsidized iobs
should be sericusly considered as part of the process of
reinventing the welfare office. Though there are some incentives
built in the current proposal, I am concerned whether they are
sufficient.

Theme 4: The Effectivenass of Existing Programs

The draft proposal geneyally assumes that the training and
placement programs will be approximately as effective as fairly
suscessful local programs. 1 am concerned that these programs
may net be effectively deploved on a natlionwide basis, noting
that the predicted success rate for training and placement in
prior programs often ocutstripped actual performances. There do
not appsar to be programmatbic "safety nets” in place in case
these new programs are less successful than projected.

Theme 5: Equity between Reciplients and the Working Poor

One of the basic tenets of the welfare Reform draft proposal
ig that paid work is preferred Lo receipt of welfare benefits.
This implies that the working poor should not be financially
worse off than weifare recipients. Ensuring this is difficult,
mecause the experiences of welfare recipients differ dramatically
from sach cther and from those of the working poor. QGuaranteeing
this eqguity implies that: ¢hild cere should ke provided to the
working poor on terms similay to those for welfare recigients;
disability standards should be similar for welfare recipients and
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workers; deferments from work redquirements based on age should be
granted only for those of approximately retirement ags; and the
guaranteed income for welfare recipients {especially these in the
WORK program} should exceed incomes for the working poor only
when there is a strong justification for the discrepancy.

Thama 6: Level of State Discretion

While there are many virtues to granting States wide
latitude in redesigning their welfare programs, this latituds
must be tempered with concern for overarching national interests.
States should not be permitted to defer large portions of their
cage load from work requirements, if the national policy is to
favor paid labor force participation. (There are both basic
policy lssues and budgetary issues involved here.} A straregy of
granting States a fixed number of deferments {(perhaps as a
percentage of the case load) may prove to be effective in getting
States to use deferments only in appropriate circumstances, and
not ag a tool to manage the burden on local welfare offices.

2 major probhlem is that we do not know what the appropriate
percentage of deferments should be. To many, deferment of 25
percent of the case leoad seems too high: will it really mean
that we have ended welfare ag we know it? Excessively high
deferment rares not only Dpresents a political problem, bhut alsc
an economic problem. A key element in welfare reform is
providing appropriate incentives to reciplients., If the reform
plan effectively provides for a “lottery”--the chance at
continuing welfare az we used Lo Know 1t--itL may adversely affect
those incentives. Also, if States are held to a deferment limit
of 2% percent of caseload there may be a tendency for States Lo
push against that limit, with the atrendant negative
consequences .

Current caseloads may provide us with poor guidance on what
the appropriate deferment percsntage should be, espscially if the
welfare reform plan succesds in radically changing the current
system. If the proposal is successful in getting a large
percentage of recipients from welfare to the paid labor force
guickiy, then the percentage ¢f the remaining caseload that is
extremely difficult to place in private sector jobs may be high.

I tentatively suggsst the following approach, combining
appropriate incentives with Ilexible limits., First, the Federal
maten for welfare henefics would be tied to State periormance in
moving people to paving dobs.,  This would limit Stabte discreticon
ta provide benefite that exceed the national average by a wide
amount (b making thoses States pay more of the benefit from State
funds, 1f the higher benefits result in longer stays on welfare)
and would help line up 8tate incentives with the purpose of the
national welfare veform program. Comprehensive measures of
performance should be designed to take account of local labor
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market conditions and demographic factors. Second, separate
limits would be provided for exemption from the general treatment
of recipients in each of the major categories (e.g., recipients
on WORK beyond 2 years, recipients with children under 1 year
old). Third, the exemption limits would be related to local
economic conditions, demographic factors, and historical
performances. These limits would generally be set tightly, to
represent substantial improvements over current practice.

Waivers would be provided only under unusual circumstances, and
only with significantly increased state percentage contributions
for the costs of the "excess" exemptions. {The increased State
financial burden is important, because, as we have noted, it is
possible that State deferment policies have adverse effects on
the base caselecad, a burden which is shared nationally.) This
outlined approach may help align State behavior with the national
goals of welfare reform.



| Ftx
/.;27.f338$~ ?%Lm;ééﬁp F%ﬁas
WG‘A’H( narane of ﬁc-ﬁbﬁs

J?.b~k~&x ¢/;$,/?§L£k‘ rﬂ*g_

June 1, 1994 e Comnt e W E ,,é,
a5 sbrdind sttt

3, CL?}J CVG’Y.T{'K&:&@;I S&-’&S;&
To: Pavid Ellwood 4. Shsbc, Mg Tone Linis

Mary Jo Bane
varuc& Reed

Rathi Way

Belle Sawhill

HEMORARNDUM

From: Wendell ?rimaéﬁﬂ

Re: Additional comments on legislative specifications

Attached are additional comments that have come in since -last
Friday. Three sets of comments are on JOBS/Time limits/WORK,
from June Gibbs Brown {HHS IG), from the Social Security Adminis-
tration, and from Mark Greenberg at CLASP. Tom Glynn (DOL) sent
comments on the child care specs. Bruce Vladeck (HCPA)} has made
comments on the child support enforcement legislative specifica-
tions and language. Phil Lee (Public Health Service) has given
comnents on Preventlion, Making Work Pay and Improving Government
Assistance. Finally, Joe Stiglitz (CEA} sent comments on various
aspects of the proposal.

Also attached are two sets of comments that most of you probably
already have, but to be thorcocugh, I will include them here again.
They are Bruce's comments and a memorandum from the Children’s
Defense Fund,

At the end of the packet is the first set of comments that have
come through the official OMB clearance process.

co: © Fuily Bromberg
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Page 2+ Mr. Wendell E. Primus

The OIG remains committed to helping achieve the full
expectations of welfare reform. In that regard, our Work
Plan for FY 1995 will focus on areas of special interest
£o the Department. In addition to our normal practice of
meeting with Administration of Children and Families
progran officials to identify areas for review, we will
make our draft Work Plan available to you for comment and
attempt to accommodate suggestions for audits and
evaluations,



Social Security Administration

Baltimore ML 21238

MAY 26 8%

NOTE TO WENDELI, PRIMUOS

SUBJTECT: Welfare Reform Legislative Specifications, JOBS, Time
tdmits and WORK Performance Standards {Your Memo,
5720794} - -REPLY

¥We reviewed the legislative gpecifications for the JOBS, time
limits and WORK provisions of the welfare reform plan and have
the following comments for your consideration.

Section 4(f£}) {4} of the specifications (page &£} would accord
certain AFDC applicants/recipients pre-JOBS status if they had
"an application pending for the 58I or SSDI program, if-there is
a reasonable bagis for the application.® Such an application
*would be uvsed ag an alternate atandard for incapaclty.®

We guestion whether the $SYI/SSDI application alone should be
grounds enough for such a finding of “incapacity®? Also, how
would "a reasonable basisg for the application® be determined
before there was a formal 88A determination or adjudication of
the title IT and/or title XVI disability application? Ws believe
that the criteria and procedures for finding statutory
*incapacity” under this program could be clarified, but we would
defer o the Administration for Children and Families regarding
thig essentially AFDC issue.

In addition, we suggest that section 34 (a) (page 33} be revised
to add 88T to the list of Pederal and Federal/State programs that
would treat wages from WORK aggignments as earned income.

Thank you for the opportunity to review thig material.

gﬁing.féga**ﬁ”NwzfﬁL“~

Richard A. Eisinger
Senior Executive Officer

Attachments
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Adult recipients {see Teen Parents below for treatment of minor custodial parents) who were
oot abie o work or ;;azzzcz;me int education or training activities (e.g., due to care of a
disabled chifd} could be assigned to the pre-JOBS phase either prior 10 or after entry into the

 JOBS program {(or sfter entry into the WORK program; see WORK specifications below).

For example, if an individual became seriously il after entering the JOBS program, he or she
would then be placed in pre-JOBS status.

The State agency would be required 10 make an initial determination with respect to pre-JOBS
status prior 10 or as part of the development of the employability plan, since the determination
would in turn affect the content of the employability plan. A recipient who i3 required 1o
participate in JOBS rather than assigned to pre-JOBS status could request a fair hearing
focusing on whether the individual meets one of the pre-JOBS criteria {see below). The time
frame for completion of the employability plan (see¢ above} would be waived in such cases.

Persons in the pre-JOBS phase would be expected to engage in activities intended 10 prepare
them for employment and/br the JOBS program, The employability plan for a recipient in
pre-JOBS status could detad the steps, such as locating suitable medical care for a disabled or
ill adult or arranging for an appropriate setting for a disabled child, needed {0 enable the adult
to enter the JOBS program andfor find employment.

Recipients not ikely 10-ever participate in the JOBS program {2.g., those of advanced age)
might not be expected 1o enpage in pre-JOBS activities. The employabiiity plan for such
individuals might still include steps intended to, for example, improve the family’s health
status or housing situation. For individeals who were expected to enter the JORS program
shorily (e.g., mothers of young children}, pre-JOBS services could be provided, when
appropriate, to address any outstanding barriers to successful participation in JOBS {e.g2.,
arranging for child care),

States could provide program services to individuals in the pre-JOBS phase, using I0BS
funds, but would not be required to do so. Likewise, States could provide ¢hild care or other
supportive services to persons in pre-JOBS status but would not be requirad o do so-there
would be no child care guarantee for individuals in pre-JOBS. Persons in pre-JOBS status
would not be subject to sanction for failure to participate in pre-JOBS activities. In other
words, in order to actually require an individual to participate in an activity, a State would
have to classify the individual as JOBS-mandatory.

Persons in pre-JOBS would not be subject to the time limit, e.z., months in which a recipient
was gssigned 1o pre-JOBS would not count against the two-year limit on cash benefits.

The criteria for pre-JOBS status would be the following:
(1} A parent of a child under age one, provided the child was not conceived while

the parent was on assistance, would be assigned to the pre-JOBS phase. A
parent of a child conceived while on assistance would be placed in pre<JOBS

5
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for a twelve-week pericd following the birth of the child {consistent with the
Family and Medical Leave Act).

{Under current faw, parents of 2 child under age three, under age ong at State option,
are exempted from IOBS participation, and no distinction is made between children
conceived while on assistance and children while not on assistance)

2

3

&

Is ill, when determined by the State on the basis of medical evidence or
another sound basis that the illness or injury s serious enough to emporarily
prevent entry into employment or training,

Is incapacitatex], when verified by the State that a physical or mental
impairment, determined by a licensed physician, psychologist or mental health
professional, prevents the individual from engaging in employment or
training;

Has an application pending for the 581 or SSDI program, if there is a P
reasonable basis for the application;

{Under the proposed law, a pending SSUSSDI application would be used as an
alternate standard for ncapacity)

&)
®

@)

Is 0 years of age or older;

Needed in the home because another member of the household requirss the
individual's presence due to iliness or incapacity as determined by a Jicensed
physician, psychologist or mental health professional, and no other appropriats
member of the household is available w provide the neaded carg;

Third trimester of pregnancy; and

(Under current law and regulations, pregnant women are exempted from JOBS
participation for both the second and third trimesters)

()

Living in s remote area.  An individual would be considered remote if a
round trip of more than two hours by reasonably available public or private
transportation would be required for a normal work or training day, If the
narmal round-trip commuting time in the area is more than 2 hours, the
round-irip commuting time could not exceed general accepted standards for
the srea.

{Same as current regulations, CFR 230.30)

Only one parent in an AFDC-UP family could be placed in pre-JOBS under (1)

Each State would be permitted to place in pre-JOBS, for good cause a3 determined by the
State, a number of persons up to a fixed perceniage of the al number of persons in the
phased-in group (which would include adult recipients, minor custodial parents and persons in
the WORK program)}. These good cause assignments 1o pre-JOBS would be in addition to
those meeting the pre-JOBS criteria defined in (f). Good cause could include substantial

&
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32. HOURS OF Wong

e e 3

- Specifications

(1)  States would have the flexibility to determine the number of hours for 2ach WORK
aspigmment, The number of hours for 3 WORK assignment could vary depending on the
nature of the position, WORK assignments would have to be for at least an average of 15
hours per week during a month and for no more than an average of 35 hours per weak during
a month.

Each State would be reguired, to the extent possible, to set the hours for WORK assignments
such that the average wages from a WORK aszignment represented at least 75 percent of the .
typical AFDC benefit for a family of three in the State. This would be a State plan :
raquirement.

33, EARNINGS SUPPLEMENTATION
ification . S - -

(a) - In instances in which the family income, net of work expenses, of an individual in a WORK
assignment were not equal to the AFDC benefit for 3 family of that size, the individual and
hisfher family would receive an earnings supplement sufficient 10 leave the family no worse

- off than a family of the same size on asgistance {with no samed income).

(b} The eacnings supplement would be in the form of either AFDC or & new program identical to
AFDC with respect to the determination of eligibility and calculation of benefits. The level of
the earnings supplement would be fixed for 6 months, The level of the supplement would not
be adjusted sither up or down during the 6-month pericd due to changes in earned income or
to noa-permanent changes in unearned income, provided-the individual remained in the
WORK assignment,

(¢) . The wark expense disregard for the purpose of calculating the sarsings supplement would be
set at the same level as the standard $120 work expense disregard. States which opted for
more generous earnings disregard policies would be permitted but not required to apply these
policies 1o WORK wages. :

34, TREATMENT OF WORK WAGES WITH RESPECT TO BEREFITS AND TAXES

§118th'<:3;2§;§3§ . . ' ' ) ; o S-f"j: wgs
(a) Wages from WORK zssignmems would treated as earned income With tespect to Federal and i ¥
Pederal-State assxstance programs other than AFDC (e.g., food stamps, AMeazcaid public and
Saction 8 heusmg} S b}}
) Participants in WORK assigni}:enis and their familics would be treated a5 AFDC recipients ' ’l’“‘&m
with respect to Medicaid eligibility, 1.e., they would be categorically eligible for Medicaid.

33
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CENTER FOR LAW AND SOCIAL POLICY

MEMORANDUM

Ta: David Ellwooed

From: Mark Greenberg

Date: May 31, 1994

Re: Comments on JOB5/Work Specifications

Here are a set of cumments on the JOBS/WORK specifications. Generally, in arcas where
it is clear that policy has been extensively discussed and resolved {e.g., the two year limit),
I am not listing concerns for the record; rather, my focus is primarily on issues where (I
hope} comments can still be useful at this point.

In most of the following, [ just make observations rather than cxtended arguments-- I'd be
happy to provide a more detailed discussion wherever it might be useful,

JOBS and Time Limits
1. Effective D d Definition of Phased-In n

if the structure provides for an ¢ifective date with option to petition for extension, there wiil
likely be very few states petitioning for extensions, because that will look like a failure to
do welfare reform. The consequence will surely be state implementation without a norms!
planning pariod.

Ome partial way of addressing this concern may be through addressing "statewideness.” It
is not clear from the specifications whether a state s required to be statewide on its
effective date. Nor is there a definition of statewide. In JOBS, states had two years to
begin irnplementation, and an additional two years before they were required to be
statewide. Some states that might want to begin implementation immediately may find it
difficult to be statewide tmmediately; zilowing for immediate implementaton with a time
frame to reach. statewideness would allow every state that wished to do so to begin
immediately, while still allowing sumewhat more time for getting the program fully in place.

If you do generally require implementation within twelve months of the effective date, you
might also consider including « mandate thut the Secretary issue proposed or interim final
rules at least six months prior to implementation,

It appears the only discretion on phase-in is whether 10 extend the date from 1971 w0 an
earlier year. The phase-in requirements are likely to be controversial, particularly in light
of recent rescarch casting doubt on the ability of providers to operate high or in some cases
any impact program for youth. One possible resolution could be 1o allow states ta petition
for alternative phase-in strategies.


http:pha.se.in

SR BYS B«31+84 : 2:46PM : CLASPw 207 680 7385:# 3

2. Program Intzke

Are there any consequences attached to the Personal Respansibility Agreement or is it just
the new version of Rights and Responsibilities information provided by states now?

3. Employability Plan

What is the relation between a state’s general duties to the phased-in group and the
subscquent reference to a 40% monthly participation rate for this group? Is the expectation
that 100% will receive employabifity plans within 90 days and begin receiving services, but
that due to normal caseload dynamics, full participation should only be expected to reach
something like 40% a month? Or, is it envisioned that due to limited resources, some
mumber of those in the phased in group would not be recciving services each month? I so,
what is the status for time-limit purposes of an individual who has an employability plan but
is not receiving scrvices, or of an individual who does not receive an employability plan
within 90 days?

If the state is not expected to serve everyone initially, it may make sense to do a preliminary
employability plan at or near AFDC entry, and a "full” employability plan at the point where
the state is actually able to provide services. If that approach is taken, however, individuals
should not be precluded needed services simply because of the state’s delay in making
services available. For example, whether full employability planning begins in Month 1 or
Month 7, the basic question shuuld still be “what is an appropriate set of services that can
likely be completed within 24 months?" In other words, individuals who do not begin to
receive full services until later in their 24 months should not face restricted options simply
because of the delay in beginning scrvices. And if this approach is taken, an individual
beginning an employability plan in good faith needs to know at the beginning that she will
be permitted to complete it under ordinary circumstances, rather than just knowing that she
will be able (0 request an exiension,

The dispute resolution process for disputes about employability plans appeazs to give states
a choice between an internal review board, mediation, and/or fair hearing. However, only
phasgd-in recipients required to participate in JOBS would be emticd to fair bearings, This
presams tWo concerns: :
. Aii(mmg for less formal, less aéversary mechanisms in adciztzon to fair hearings is
a positive step, bul ultimately, it is zmportmz that inidlividuats still have access to a
proceeding with the due process protections of the fair hearing process, €.g., natice,
opportunity to be heard, opportunity to present witnesses aad testimony, opportani-
ty 10 cross-examing, decision by impartial persons based on the record, There is no
indication that cither the internal review board or mediation would offer any of
these protections. For example, if mediation fails, does the ageney just impose s
preference. Does an individual have no recourse but to risk a sanction in order to
assert that an employability plan is wrong or unfair?

L2,
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® If only phased-in recipients required to participate would be entitled to fair
hearings, what happens to not phased in recipients required 1o participate? And,
how does 2 JOBS-Prep parent, e.g., a parent of an infant, have any recourse to
demonstrate that her caseworker's denial of a request for child care assistance or
of a proposed JOBS employahility plan was arbitrary and capricious?

The text also says that if there is an adverse ruling at a fair hearing concerning an
employability plan, the individual would nat have the right 10 a second fair hearing before
imposition of a sanetion. It is not clear whether the inténded policy is that a sanction would
automatically follow the fair hearing, or just that a sanction would follow if the individual
continued to refuse to participate. Here, it is important to distinguish two scenarios.
Suppose Ms. Smith's plan is disapproved, the agency wants her to do something clse, and
she requests and loses u fair bearing. At that point, she may or roay not want to participate
in accordance with the agency's plan. If she does not want to participate, and a sanction is
imposed, it makes sense to say she can’t challenge the appropriateness of the.plan in
another fair hearing, because she just had a hearing on that issue. But if she does want to
participate, she ought to be given that opporiunity without penaity now that she understands
she must proceed in accordance with the agency's plan.

Subsequent text is not clear as to whether the new conciliation altermative just apphies for
disputes around the terms of employability plans, or whether it also applies to all aspects
of disputes around JOBS participation. Hopefully, part of the culture of the new system is
a strung emphasis on resolving disputes relating to participation in ways that maximize
participation rather than sanctions. This goal is not furthered if conciliation becomes
collapsed into a ten-day notice process.

4. Pre-JOBS

I understand the rationale for shifting from "exemption” to "pre-JOBS”, but think it will be
confusing and perhaps ridiculed by some because it includes people are never going to be
in JOBS. It combines three different groups - those anticipated 1o participate at 4 clear
poing in time, i.¢., when a child turns 1; those who may or may not subsequently participate,
¢.£. people with illnesses or disabilities: and thase who will never participate, e.g., those of
advanced age. {There also appears to be a fourth category, of those reassigned to pre-JOBS
after being in the WORK Program - this group will apparently be both post- and pre-
JOBS). Perhaps there's a better term than exempt or deferred, but it doesn’t seem like 2
good idea to describe as "pre-JOBS” people who are likely to never be in the JOBS
Program, or whoe have completed receiving JOBS services long ago.

Similarly, if someone is clearly unable to work, it may well make sense to take steps to
improve the family’s health status or housing situation, i call that an
emplayabitity plan, Perhaps those in pre-JOBS should bave\"personal responsibility pians,

I'm unclear {and concerned) about the status of the child care kuaranwa for pre-JOBS

.3
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people. If Ms. Smith has an infam and needs child care to go to school, what arc her
rights? The text says pre-JOBS people will be permitted o volunteer for JOBS, but does
not say whether the state has any duty to accept their application to enter JOBS. If there
is no right to be in the program, it seems crucial to retain the current-law child care
guarantee for those in pre-JOBS.

What is the status of non-parents for purposes of JOBS/pre-JOBS? The specifications
indicate that non-parent caretaker relatives are not subject to the time limits but what about
eligibility for/requirements for JOBS participation?

For purposes of the 1 year/12 week distinction for children born on assistance, how will the
affected group be defined? Do you mean children born on assistance, or children conceived
while on assistance, and will you draw family-cap-iype distinctions about rape or other
special circumstances? [ know that you appreciate how offensive this and the family cap
concept will be to many people, and what the impact may be on child care costs, infant care
availability, etc. One possible modification here might be to provide that individuals are not
required to participate in JOBS until the chifd wrns | (though they would have a right to
receive services if requested), but no additional clock time is provided {(beyond twelve weeks
leave) for parents who conceive additional children while on AFDC.

The 1% cap on good cause cases continues 10 be a troubling concept, because it seems
impossible to assert a priori that no more than 10% of a state’s caseload “should” bave good
cause. As a practical matter, 2 state may or may not have the need to put more than 10%
in good cause status, While states would be allowed to apply for an increase based on
extraordinary circumstances, we do not know at this point whether states reaching the 10%
level will be an ordinary or extraordinary event, and states wishing to avoid fiscal penalties
would rarely want to risk exceeding the cap and hoping for approval from the Secretary.

I may not entirely understand the relationship hetween JORS, pre-JOBS, and good cause.
1 assume that an individual in JOBS could have goud cause for non-participation, which
would prevent a sanction, but which would not affect the time limit clock. Is that correct?
1f 5o, then the issue here is how many people can be determined to be in a good cause
status that does affect their clock, i.e., an individnal could be denied good cause status for
purposes of being in pre-JOBS, then be placed in JOBS and immediately be determined to
have good cause status.

QOue basic deficuIry with a perceatage agpmach is that states are likely to be incapable of

operationalizing it in a non-arbitrary way. I'm not sure whether you envision an annual or

average monthly figure, but assume that a siate has the ability 1o track this number and
discovers in Decerber that it is averaging 15%. What should the state do? Stop granting
new good-causes? Revise criteria prospectively or retroactively? Review and reclassify
existing cases? There are obvious problems with each alternative.

The problem for an apency worker is that he or she can apply a set of criteria, but cannot

4.
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apply & concept tike 10%. Should each worker have a goal that no more than 109 of their
caseload is in good cause status? Shouid workers seek to minimize good cause findings, on
the premise that other workers might not? Shouid the warker deny good cause status 1o Ms,
Jones today because it was granted to Ms. Smith yesterday?

I understand the concern that with no cap on good cause cases, some states might be
tempted to use "good cause™ as an escape valve to avoid serving people or moving them
toward their limits. But this is an arca where it may be preferable to delay regulating until
there is clear avidence of need to do so. In the initial years, it may be sufficient to require
state reporting on the number of cases falling into cach category, and make use of federal
reviews of those states with exceptionally high "good cause” nurmbers. A high number may
be reason for review, but not for assuming the stute must be duing somethiog wrong. If you
want something stronger, you might impose a mandate that any state whose good cause

numbers ¢xceed the national average by some amount {or exceed a nationally specified

threshold hy some amount) would be required to review and revise its pood cause. criteria.

What does it mean to say the time limit would "generally be linked to JOBS participation?”
Does this mean months in which an individeai is "required 1o participate” or months in
which an individual is actually participating ar something else? If you do not anticipate that
everyone will begin receiving JOBS services within ninsty days of AFDC entry, there needs
to be some mechanisem to prevent 2 clock from running during lengthy periods where no
services are being provided. If for instance, you adopt a distinction between prcliminaxy and
full cmployability plans, you might develop a rule saying the clock runs from the time of
developing a full emplovability plan.

In a young AFDC-UP family, one parent may be above and the other below age 18. In that
instance, does the rule providing that the clock does not begin runming until age 18 apply
to the parent under 18?

States selecting options to liberalize their AFDC-UP Programs might no longer need the
concept of “"principal wage camer” for purposes of AFDC-UP eligibility. A simpler rule
might provide that UP family phase-in is determined by the age of the older pareat.

What is the justification for requiring all states to mandate up-front job search from ali
individuals with nonnegligible work experience? Part of the rationale for an education and
training system is (o provide opportunities {for peaple with work history to get education to
get a better next job. Isn’t that the basic rationale of “work first”, i.¢., that education may
be mure valuable after an individual has prior work experience? Why then preclude states

5.



from making initial individualized determinations based on individual circumnstances?

It work supplementation can be used for unfilled vacancies in the private sector, what

private sector restrictions will apply? Will they be the same a5 those applicable to the
WORK Program?

For alternative work experience programs, it may be appropriate to modify the restriction
to provide that the % day limitation applies to those which do not pay wages mecting the
standards governing wages in the WORK Program.

11, Minimum Work Standard

I appreciate that the minimum work standard issue has been extensively discussed, and I
probably don’t have any new points to add, but here may be one more. It appears that
there is no "pre~-JOBS” or "non-JOBS" status for individuals working above or below the
minimum wark standard. [tis not clear (see p. 51) bow employed people connt for purposes
of a state’s JOBS participation rate. However, if there is something like a 20 hour rule, one
presumably would want 1o say that emploved people working 20 hours count toward the
participation rate. If so, one generally would not expect (and perhaps would not want)
states 10 be providing JOBS services to individuals working at a level that already counts
toward the participation rate, But if there are likely to be no JOBS services, then shouldn't
the time not count against the clock? This would seem to be an argument for an across-the-
board defimition of 20 hours as an scceptable minimum work standard.

There may be reason to also consider excluding months where the AFDC grant is below
some minimal level for purposes of the minimum work standard. For example, suppose in
a low-benefit state, an individual with a 15 hour a week job qualifies for 2 $30 AFDC grant.
If the month counts against the clock, working poor familics may fee! that the prudent
course is tn decline AFDC when only qualifying for a minimal grant. This will both make
them poorer and add to administrative complexity if they exit and reenter AFDC based on
these sorts of considerations. Therefore, it may make sense to build in an hours and/or
minimum grant standard.

3
On the $100 2 month exemption from WORK, these families will fall into two categories -
- those who (as above) are working and qualify for only a small AFDC grant, and thase who
have other non-AFDC income {¢.g., sovial security survivors benefits) and qualify for a small
grant. In both cases they will all {except in the lowest benefit siates) be families receiving
only & madest part of their income from AFDC. This is generally not the group that raises
public concerns about dependency. If it turns out that WORK slots are plentiful or the
numbers of families reaching the two-year limit are minimal, one might someday consider
extending the WORK Program to them, However, at this stage of planning, it is hard to see
how they should be a priority group for WORK slots, or nhnuid count against a state’s
denominator for the WORK Program.

SENT BY: 5-31-84 : 2:49P¥ CLASP- 202 €80 7383 7
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12. JOBS Participation

The status of seif-initiated persons is unclear under the specifications. Is 12(b) is a
restatement of current law, or is intended 10 suggest that self-initiated persons would only
qualify for child care if in the JOBS Program? The problem with such an approach is that -

until now - states have been free 10 deny individuals entry into the JOBS Program, though
states have had a duty to have criteria and procedures for considering child care reguests
outside of JOBS. If it is intended that all child care approvals occur threugh the JOBS
structure, it presents a serious difficulty unless you also impose a duty on states to permit
JOBS participation from all individuals whose self-initiated plans would be approvable if
they were JOBS participants.

Curtailment of the child care guarantee would pose a major issue of great concern to ¢hild
care and low income advocacy groups.

The proposed treatment of the not-phased-in group raises 2 number of guestions: Will there
still be a distinction beiween exempt and non-cxempt persons for this group, or is that
replaced with JOBS-mandatory and pre-JOBS? What about those who don’t fit into either
category? When the text speaks of "volunteers’, is that intended to refer to individuals
coming forward, or just ta members of the pre-JOBS group? If a state opts to subject
volunteers to the time limit, can an individual who volunteers “un-volunteer” if circurnstances
change?

In practice, there is a great lHkelihood that most states would respond to this structure by
offering little beyond job search for those not in the phased-in group, which would represent
2/3 of AFDXC familics. Tdo not know what assumptions you are building into the JOBS cap
determination about the likely lovel of sarvice to this group; however, in 2 context of new
demands for state resources, states will ultimately focus on what they are required to do.
One can envision a number of states seeking to deter volunteers by warnings about the time-
limit, and providing only the most minimal services 1o others.

T assume that the decision 1o virtually eliminate the JOBS Program for much of the caseload
wirns on the funding constraints and the need for saturation services for the phased in group.
However, in many respects, this will push states to shift from 2 program: of proven
eifectiveness to a saturation focus with a group for which there is little evidence of positive
impacts, '

Assuming your funding level is set, you stll may wish to consider whether u broader
"raaintenance of effort’ requirement ought to be imposed for the not-phased-in group. For
examnple, if you changed the phase-in year from 1971 to 1972 or 1973, how much additional
resources might be freed up to maintain some sort of JOBS participation rate for the not-
phased-in group?

Whatever its merits, it seems very unlikely that the approach proposed in the specifications
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will survive the legislative process, because it seems to create a duty to serve all volunteers
from 2/3 of the caseload, so long as there is any unspent funding in the state’s JOBS
allotinent, and hecause it creates the theoretical possibility that there wonld be no
requirements whatsogver on 2/3 of the caseload.

13, JOBS Funding

In the drafting, it is important to not create a structure in which the phased-in group
continues to expand each year forever, while Congress only authorizes needed funding for
a five year period. Otherwise, a structure would result in which requirements on states and
individuals would steadily escalate, whether or not Congress ever authorized additional
funding. As written, the specifications indicate that the capped entitlement after FY 2000
would be set by adjusting for caseload growth and inflation, but apparently not for increases
i1 the size of the phased-in group.

I'll reserve commem on the propased match rate structure until more detail is available.

QOn enhancing the match rate based on unemployment, the principle is attractive. Two
questions. First, (s it your intent to only apply this 10 JOBS, WORK, and At-Risk Child
Care? What about AFDC Child Care? Second, mechanically, how would it work - would
the state’s unemployment rate in Year X affect its match for that year {retrouctively?) or
for the subisequent year?

15. Transidon to WORK/WORK

When an individual has complcted her other JOBS activities, it makes sense to use the jast
90 days for the pre-WORK jab search peried. However, if an individual is still in the midst
of JOBS participation, and is near completing an activity, it will often not make sense to
force the individual to terminate or disrupt the activity,. Hence, a rule might be that an
individual secking to complete JOBS participation within the 24 months wounid be allowed
to do 50, but would still be subject to job search requirements before being eligible for 2
WORK slot.

16. Extensions =

The concept of a 10% cap on exiensions presents many of the same:problems in the 10%
cap on good cause cases. Entering into this process, we have no idea how many people
might need an extension - length of current JOBS participation may or may not be a good
predictor. However, the issue here becomes one of how states and workers can operation-
alize the 10% standard. Would it mean, for instance, that individuals might be able to get
GED completion approval early in the fiscal year, but nat later in the fiscal year? Would
it mean that once 4 state reached or approached its cap, all cases would be denied (except
state failure to deliver services) regardless of their merit? Would workers have to be fearful
that by granting an extension to Ms. Smith today, it would be more difficult 10 grant an

.8.

NP BY: 8-31-84 : 2:50PM CLASP- 202 690 7583:# 8

\&



ENT BY: 5-3i-84 : 2:50PK ¢ CLASP~ 202 690 7383:210

extension to someone tomorrow who might theoretically be more worthy?

This structure would also eveate unreasonably diffieult dilemmas for participants. It would
mean that individuals would often begin a program with go idea whether they would be
allowed 1o finish it. This would be a particularly hard problem for those considering two-
year postsecondary programs, and those who return te AFDC after time away with only a-
limited number of months left in a clack.

Note that for those beginning 2 year programs, a large number will likely need at least a
brief extension. {f Ms, Smith enters AFDC in April, and ber program begins in September,
she will not complete it in 24 months, Should she apply for her extension early, or does she
have to wait until her 45 day review? If she has to wait, she is at a disadvantage against
those in the same program who entered AFDC in February or March, 1 assume no one
wants the specter of people nearing program completions bemg forced out to begin WORK
participation, but this structure seems to invite it. _
It is also puzzling why the extension for two or four year programs is conditioned on
simultaneous participation in work-study or pari-time work. In some instances, that will be
appropriate but not as a uniform and unvarying rules, In the example above, where Ms.
Smith needs a two or three month extension 10 complete a program, is there something
gained by saying she must also take un a part-time job for the last few months? At very
minimum, requiring work in connection with continuing education should be a state option,

Why do the specifications say that extensions could be granted "For soine persons who are
learning disabled, illiterate or who face language barriers or other substantial obstacles to
employment.” Which persons in these groups should not be sligible for an extension if the
extension 5 needed?

As with "good cause” classifications, 1 suggest that instead of imposing a penalty on states

for exceeding 109, you (ake a more flexible approach: require states to report on their
number of extensions, possibly with coding of the reason for extension. Then, provide that

if a state exceeds some level - either some percentage above the national average, or some  p/
flat level determined by HHS - the state would be required to either demonstrate the
circumstances justifying its extension numbers, or would be required to initiate a corrective
action plan 1o appropriately bring down its exiension level, I suspect that the mere
knowledge that extension levels will be reported and announced will affect state behavior,

and this approach avoids the multipie administrative problems roted above, while allowing

for the flexible evilution of the program over time.

Why require JOBS and WORK to be administered by the same state entity? There are

-9.
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many reasons a state might choose (o do so, but why require it?

WORK

WORK is required to be mandated in all areas of the state where feasible to do so by a
specified date. What date? If the date is later than two years after initial implementation,
then sorne members of the phased-in group will presumably not have 2 WORK Program.
What is the relationship between exisience of the WORK Program and the time limit? Will
there be areas with JOBS but no WORK, or is it anticipated that individuals in areas
without 2 WORK Program are also without a2 JOBS Program, and are therefore in pre-
JOBS status?

22. WORK Funding _

1t is still unclear bow much 2 state’s WORK funding will be, or how it will be caleulated.
The formuls will allocate funding based on the total mumber required to participate in JOBS
and the average number in the WORK Program. However, in initial years, when there isn’t
yet a WORK Program, will the allocation be based on the number required to participate
in JOBS? Two states with similar "required to participate” numbers could have very
different numbers reaching the two year limit.

24. Limiis idies IS

There da not seem to be many limits on subsidies to employvers. For example, it appears
that a 100% wage subsidy would be permitied, and it appears an employer would be free
to turn over the same position repeatedly, always filling it with 3 100% subsidized person,
and ceasing to retain people as soon as the subsidy elapsed.

One issue 18 the need to prevent fraud and abuse; another is the need to ensure that the .
WORK Program doesn’t undercut the JOBS Program. If the WORK Program is offering

. free workers with no suings attached, it may make it more difficult 10 place JOBS

. participants in unsubsidized sots, or evenin pactially subsidized work supplementation/OFT
slots, To prevent this scenario, there is 2 need to ensure that the terms under which
workers are offered in the WORK Program are not substantially different from the terms
of offering workers in JOBS.

30. WORK Eligibilis

Why is an application for WORK required? if needed information must be attained,
shouldn’t it be attained during the wansition period? If there must be a separate
application, thore should be a provision explicitly stating that It must he possible to make
application before the close of the two-year limit.

- 1 -



SENT BY: 5-31-94 : 2:51PM : CLASP~ 202 690 7383.%12

Is it envisioned that there will be a complete freeze in assistance leve! for each six month
period in the WORK Program, or just continuing WORK slut eligibility for the six month
period? From the standpoint of assuring employers of sarme stability in a placement, the
idea of six month assured eligibility is a good idea, but there still needs to be an ability to
address substantial changes in circumstances for purposes of any supplemental AFDC grant.
Subsequent text (p.33) indicates that there would be no adjustment due to changes in earned
income ot nop-permanent changes in unearned income. However, can 2 WORK Program
employer change the hours of an assignment during the six month period? 1If so, there
needs to he the ability to adjust the earnings supplement. And, what about changes in
circumstances other than income, e.g., a child eaters or leaves the home?

After it has been determined that an individual is ne longer WORK-eligible, it still may
make sense to allow a 30 day period before the WORK subsidy terminates, Otherwise,
employers will be told with little or no notice that a worker's subsidy has ended.

33. Earnings Supplement, 34. Treatment of WORK Wases

1 assume this has heen extensively discussed, but continue to believe that those in the
WORK Program who are working like any gther worker should be entitled to the same
treatment of zarnings as any other worker, i.e., qualification for the same earnings disregards
and the EIC. This is both an issue of equity and a concern that the WORK Program should
play at jeast some role in reducing the poverty of those who work.

As ['ve previously soggested, the need to ensure that WORK slots are not perceived as
permanent can be addressed by ensuring thar they have a fixed length, after which
individuals must be engaged in substanual job search prior to another slot. There will also
be a natural incentive inherent in the fact that these are generally likely to be slots with no
potential for advancement. Moreover, if your goal is to have 3 nop-trivial sumber of private
sector slots, there ix an inherent contradiction betweesn trying to convinge employers to take
on a slot by emphasizing the program’s and participant’s viriues, while simultaneously telling
the participants that their goal shouid be o leave the slot at the first possible oppormnity,
Many employers are not likely to want to 2ngage in the paperwork and the commitment of
taking on a worker who may be gone the next day.

if o distinction is to be drawn between WORK workers, and others, what is it? States may,
for instance, be making extensive usage of placernent efforts to attain private sector johs for
individuals, Will the distinction be whether the wage is fully subsidized by the WORK
Program? Contains at least $1 of subsidy by the WORK Program? If a state is operating
a work supplementation or OJT program, will the rule be that wage subsidies before Month
24 qualify for the disregards and EIC, and subsidies after Month 24 do net? If a job
developer is reaching out to area employers, on hehalf of participants who fall in both
categories (before and after two years) will it be necessary to explain to employers that one
set of rules govern the pre-two year, and another set govern the post-two year people.

<11 - :
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In short, besides i3s troubling effects on equity and poverty, drawing the proposed
distinctions will also complicate program administration in disturbing ways.

It appears that child care and support services for education for WORK participants will be
a state option. Again, this appears to be 2 cutting back on the scope of the child care
guarantee. If 4 proposed activity meets state criteria for approvai, the child care gnarantee
shouid attach.

37, Banctions/Penalies

JOBS Sanctions: The specifications say in effect that states would be ablc to choose between
following standards established by the Secretary, or not following standards established by
the Secretary. Crven this choice, there is little doubt what many states will choose, In
practice, this provision is the equivalent of giving states the option to repiace 2 ten day
notice for a conciliation process.

Furtber, as worded, the specifications describe a state option where an individual in
apparent violation of program rules would be given ten days notice; upon contact from the
recipient, the state would attempt to resolve the issue and would have the option to not
impose the sanction. Two sceparios are possihle here for individeals responding to the
notice: the individual might contact the agency and assert good cause, or might acknowledge
lack of good cause but express interest in assuming or resuming participatior.. Presumably,
if the individual demonstrates good cause, the state would not have the option to impose
a sanction {though the specifications do not say s0). However, what if the individual alleges
good cause, and the facts are disputed? Or, what if the individual asserts her present
willingness to comply? Under this option, does a state have any responsibilities beyond
sending a notice?

Under current law, conciliation is supposed to provide an opportunity to resolve a dispute

without & sanctton, This is an important principle that should not be tost. States sometimes

assert that the conciliation process is eomplex, but nothing in federal law makes it complex.

indeed, there are no standards in current law for what must be contained in conciliation.

it is bard to imagine more flexibility than that, but if there is a need for “more flexibility",-
then it should be in a context which at minimum provides that after notice a) an individual

who usserts pood cause is given some opporiunity to demoastrate good cause before a:
sanction is imposed; and b} an individual asserting a desire to participate is allowed a-
reasonable opportunity (o participate and avoid a sanction.

The increased penalty for refusing a job offer withont good cause i3 both unjustified and
potentially counter-productive. It is unjustified because (o my knowledge) there is no
evidence at ull that states have had a problem with individuals refusing to accept available
jobs -~ there has been no showing that current law penalties are inadequate. The increased

12 -
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penalty also may be counter-productive because of its severity. Whenever a penalty is
extremely severe, there may he decreased willingness of workers to apply it. Workers may
be quite hesitant to apply one of this magnitude.

Ineligibility for a WORK assignment: In (f}, not all of the listed offenses necessarily involve
misconduct. For example, dismissal from 2 WORK assignment without good cause may or
may not involve misconduct -~ an individual unable to mest performance standards may be
dismissed for cause without having engaged in misconduct.

The WORK penalties are far more severe than current law, and substantially more severe
than those recommended by APWA. Again, I am aware of no evidence that penalties of
this magniwude are needed to raise compliance levels, or that any possible incrouse in
compiiance level wouid justify the greatly increased risk of harm to families, The discussion
of sasctions is always impaired by the fatlure of the federal government to collect any
refiable information on this topic. However, the current state of random assignment
research presents no reason to believe that higher sanction rates or higher sanetion penalties
will improve program performance. Accardingly, the proposed approach seems to reflect
a willingness to impose greater penalties with consequent adverse effects on children simply
to look tough

It is not yet clear whether the percentage of the caseload who reaches the 2 year time limit
will be a useful measure of between-state differences. Apart from differences in caseload
characteristics and state and lncal ecopomies, it is also possible that states paying higher
benefits or states with greaier commitments 10 access 1o education may have higher
percentages reaching the two yzar limit, While measurement may generate information of
Interest, it is premature to know whether this will or can be 2 usefol measure of perfor-
mance.

4. Service Delivery Standards -

A consistent prohlem in JOBS iy that data reporting requirements have been imposed with

little or no advance lead time. If you expect states 1o begin reporting within 6 maonths of
the effective date of the JOBS/WORK provisions, it is necessary to provide reasonable ;}ﬁar
notice to states about what data must be collected and in what form.

As previously suggested, I think it is 3 mistake 1o have 1o performance standards governing
the non-phased-in group, which for a period of time wiil still be most AFDC cases.

Throughout this section, penalties are imposed on states in the form of reduced FFP for
AFDC benefits. | strongly disagree with this approach. As you appreciate, the state trend

< 13-
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in recent years has involved a steady loss in the real value of AFDC benefits, with a nomber
of states actually cutting benefits, and with HHS refusing to enforce the statutory May 1988
maintenance of effort provision. There is no reason 1o believe that the climate in terms of
support for AFDC benefits will be improving in the foreseeable future. Under these
circumstances, imposing penalties that will be felt in the AFDC benefits account simply
exacerbates the problem, and increases the likehhood that some states will cut or fail ta
increase benefits.

Where you conclude that a fiscal penalty on states is needed, I urge you to identify sources
other than the AFDC account. This is also an area where it is not clear that large fiscal
penalties are needed - states react to the symbolism of fiscal sanctions, and a smal] penalty
with a great deal of publicity about the state’s failure 10 meet federal standards could have
a substantial behavioral impact,

Rate of Coverage: While the concept of a coverage rate is clear, the details of how.it would
be implemented are not. In particular, the implementation issues when applied t0 a
research sample in a random assignment study may be quite different than the issues that
arise in applying the idea to an ongoing AFDC caseload. For example, would the coverage
rate he hased on the entire population, or just a sample? Jf a sample, would the state draw
a new sample each month, and track that sample for a six month period? Would the
definition of "panticipated” be the same as for the monthly participation rate? Is the
requirement just that one of the four results - participated, was employed, left AFDC, or
was sanctioned - have happened st same point in six months, or will there be some intensity
or frequency measurement? In light of the complexity of the rate of coverage measurement,
is it clear that adding a rate of coverage standard accomplishes much bcyami what one
measures from the JOBS and WORK participation rates?

It a coverage ratc is to be used, the role of “sanctioned” needs to be reconsidered. As
currently formalated, sapctioning & person counts for as much as generating participation
or a job placement. Moreover, in any case of non-participation, imposing a sanction helps
the state meet its coverage rate, while finding "good cause” hurts the state’s effort. Under
current JOBS rules, both sanctioned persons and "good cause” persons are removed from
the denominator when calculating a participation rate. I suggest that either both be
rmntk be:counted in the numerator - in any case, the critical point is that they
be treated the same way, and that there not be a federal incentive to impose sanctions
whenever an individual has a difficulty in participating.

Monthly JOBS Participation Rate: You may not want 1o fully detail the participation rate
calculation in the statute - some issues may be betier addressed in regulations over time.
For exampple, current regulations count individuals who enter cmployment in the month of
and after employment entry - if employment results in loss of ARDC, should the subsequent
maonth or months be counted? Do you want to exclude sanctions/good causes from the
denominator, as under current law? Should pre-JOBS volunteers receiving services be
counted in the numerator and/or denominator?

- 14 -
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WORK Program Participation Rates: In Case 1, it is not clear whether individuals in ’
unsubsidized employment count in the rumerator and denominator. | recommend that they
be included in both; otherwiss, states would risk 2 situation where success in placing people A "
in unsubsidized johs could result in having a harder time meeting the participation rate. As
suggested above, [ also recommend that those in the sanctioning process and those with
good cause be treated consistently - either they should both be included in the denominator
or excluded from the denominator, but should not be in the numerator.

It is hard to know what Case 2 would involve without knowing the size of the WORK
allocation or the estimated cost per WORK slot.

For both Case 1 and Case 2, one question concerns whether an individual placed in
unsubsidized empioyment through the operation of a WORK contractor counts as a WORK
slot. 1 would recommend that such an individual should count e participation
calculation should be structured o ensure that & state is not disadvantaged when an
individual enters or the siate places an individual in an unsubsidized job. -

Cap on pre-JOBS and JOBS extensions: ['ve already expressed my disagreement with the
10% cap concept. Here, it is worth noting that this structure makes going over the pre-
JOBS or JOBS exienston cap an act penalized more severely than failing (o meet coverage,
JOBS participation, or WORK participation rates. It would also punish the state more
severely than for perhaps any other aspect of operation of JOBS and WORK., It is hard 0
see why finding good cause in appropriate cases or allowing individuals to complete
education programs should be thought of as among the worst things a state could do.

Technical Assistance, Research, and Eva.iua;:iga_

[ will rescrve commenting na the specific demonstration proposals at this time, but think the
notion of 2 set-aside for technical assistance and research is a good and much-peeded idea,

Conclugion

I hope these comments are helplul. Please let me know if [ can follow up in any way.
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U.S. DEPARTMENT OF LABOR

REPUTY SECRETARY OF LABCR
WASHINGTON, D.C.
2010

MAY 27 1994

Dr. Mary Jo Bane

Assistant Secretary

Administration of Children and
FPanilies

ACh-Aerospace Bullding

Suite 600

370 L Enfant Promenade

Washington, D.C. 20447

Dear Mary Jo:

I understand that there is still an opportunity for DOL to
make some comments on the Child Care 8pecs of the Welfare Reform
Proposal. While we remain concerned about the adeguacy of the
overall budget for child care, we appreciate what you have
accomplished with limited rescurces €0 make guality child care
available to AFDC families during and after transition. There
are a few arsas in which we would like to see some additional
language in the specs.

i, STATE MATCH: We would like to see a different formula for
the state mateh for the AT RISK (werking poor) child care
than that being used for the IV~A and TCC child care. If
the same formula is used there will be little incentive for
states to spend nmoney on working peor child care and some of
the pracious dollars allocated for the working poor may not
be used because states will claim they can not afford the
matech reguired by the other programs. ‘

Z2. TRAINING: Under S(a) of the specs, we would like to see
some specific language about the kinds of training for child
care providers that will be set up under welfare reform. In
addressing supply lssues, ve need to specify how the )
training infrastructure will be developed. We recommend
that there be dedicated funds to states to set up child care
training programs run by joint councils involving JOBS,
“JTPA, BAT and others. An apprenticeship wodel combining
classroom learning, on the job training and mentoring by
experienced providers would be an important step in huilding
new opportunities for early childhood workers.
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As you are well aware, the 10% guality set aside in the AT

© RISK Program has diminished significantly because of the
overall cuts Iin the child care budget. We believe that
gspacific language and dedicated funds for training will
increase the chance that supply issues can be adequately met
under welfare reforn.

3, CONTINUITY OF CARE and PART-TIME WORK: Under 3{a} of the
specs there are no provisions for the movement of adults
between full-time and part-time training and employment
opportunities. Children freguently suffer disruptions in
care because full-time opticons are not available to their
parents. This section of the gpecs would ke strengthened
with language to protect pre-school children in family day
care and center based settings from having their relation-
ghips with providers cut short unnecessarily.

‘ ?inaiﬁy, one guestion we are unclear on: Will chiTd care be
guaranteed to women in JOBS and in the WORK program who are not
in the mandated group {i.e. who are 26 years and older)?

Thank you very wmuch for conﬁzd&rﬁﬁg our comments and
questions.

Sincere

8 P. Gi?nn

co:  David Ellwood, Assistant Samratary for Evaluation and
Planning, HHS

wendell Primus, Deputy Assistant S&aratary for Evaluation
and Planning, HHS
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DEPARTMENT OF HEALTH & HUMANSERVICES Finanging Administration

Memorandum

CMAY 27 994
Bruce €. Vlad Uélﬁijjg\
Administratoy

Welfare Reforn Legisglation -- Child Support Enforcement

Wendell Primus, ASPE

We have reviewed your draft legislative amendments on child
support enforcement and found a number of issues to be
controversial. T believe a mesting between cur staffs is
necessary to address the following concerns:

(]

The bill appears to require State Medicaid agency
procedures to be "{o the satisfaction”™ of the State Child
Support Enforcement {title IV=-D) agency. The goal of
this provision appears to be to improve the Medicaid
agency's role in enforcing medical support from absent
parents.

We believe that State Medicaid directors will f£ind this
provision as drafted problematic in that it glves control
over a part of the Medicaid program to another part of
the State government, We suggest the provision's
language be changed to require that Medicaid medical
support procedures be constructed in consultation with
the title IV~-D agency.

As written, the bill appears to regquire parents to

furnish IV-D information to the State IV-D agency as a
condition ¢of Medicaid eligibility. Under such a

provision, pregnant women could be denied Medicaid ¢7
coverage for failure to cooperate in identification of

the father of a child who is receiving Medicaid., The
principal effect of such denial wounld be a mainly
negative one on birth outcomes to low-income women. This
would be contrary to this Administration's priorities.

&

Wa note that under a provision in current law, enacted in
OBRA 1986, pregnant women with incomes below poverty are
exempted from the usual requirement to cooperate in
establishing the paternity of their children. Congress
included this exemption in response to concernsg that
pregnant women would avold seeking timely medical
assistance if confronted with a demand that they identify
the fathers of their children. Thus, Medicaid is
protected when a pregnant wonan is denied AFDC benefits
due to failures to cooperate, Eliminating this exemption
would cause more harm to children than to their mothers.
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The bill removes the title XIX-specific exception that
now allows mothers to keep Medicaid when they have “good
cause® not to comply with the general requirement that
they assist in identifying the father. Under the bill,
titlse XIX would look to title IV-D, which would have a
tighter good cause exceptlion. This tightening of the
exemptive language is likely to raise concerns that the
health of mothers and children will be compromised merely
to increase child support collections.

The bill would require States to have laws requiring
hospitals, as a condition of participation in Medicaid,
to implement paternal identification procedures. This
represents an imposition on hospitals which has neothing
to do with the provision of nmedical care., Whenever
possible, HCFA prefers to aveid imposing such
reguirenents.

We note the bill would cyeate a national data matching
service. Proposing such a system could exacerbate
concerns ovey privacy and "big government" data systems
that we are attempting to put to rest in connection with
the Health Secerity Act. The data system, which is
dependent on use of the Social Security nunber for all
participants, creates new reporting burdens for employers
and hospitals in a manner which appeays te run contrary
te the promises made within HSA regarding administrative
sinplification.

Flease ¢ontact Tom Gustafeon (686-5960) Lo arrangas for a
foliow-up discussion on these lssues.
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‘*"’“‘“ Otfics of the Assistant Secretary
tor Mealih
) Waghington DC 20201
MAY 2 7 392
TO: wendell Primus
FROM: Agssistant Secretary for Health

SURJECT: Welfare Reform - Legislative Specifications

As requested, we have reviewed the document on the legislative
specifications for preventing teen pregnancy, making work pay,
and improving government assistance. Several issues arise as
concerns:

o The grants program for teen pregnancy prevention-are ’
duplicative of the Health Security Act’s school-based f?
health services and comprehensive health education
initiative. Rather than create a grant program that
categorically focuses on teen pregnincy, the grant
program should complement Title IIX provisions. j

¢ In several locations {e.g., p.10, p.12) there are
different age definitions for minors who are parents. In
some cases this document refers to those under age 19,
under age 20, and age 21 or less., The inconsistencies in
derining who is not an "adult® are problematic.

o On page 22, the document refers to excluding parents and
siblings for the purposes ©f calculaling AFDC payments to
families (who are referred to as "units" or "filing
units®*). The symbolism of government splitting up
families or recognizing some family members but not
others puns counter Lo the notion of strengthening
families.

Please contact Drs. Robert Valdez (6350-1281) or Jo Boufford {650~
7694) to arrange follow-up discussions with my staff on these

issues. %
shiy Me, M.D.
cc:  R. Valdez 1&(
J. Boufford’ & \'Jwt\ — i lAa'?"- Wt
¥. Corr
J. Elders LA Abnf(" LINTAA (PR Yo MAbwss B

P sty . We wted 4

i e € Al DA q"““?j



FHY-3]-1984 LB @3 CEA 280 390 68958 P.BBLooes

Co weedtdl

EXECUTIVE OFFIGE OF THE PRESIDENT
COUNCIL OF ECONOMIC ADVISERS +- Mjmft&
WASHINGTON, 0.0, 20500 AJ{.Q f_\ww ;“»‘:

May 31, 1994

MEMORANDUM FOR MARY JC BANE
DAVID ELLWGOD

BRUCE REED éf
FROM: . JOE STIGLITZ/ g
SUBTECT: WELFARE Rzggé; PROPOSAL

The draft legislative specifications show that tremendous
gtridas have been made toward meeting the President’s goals for
reforming welfare. However, to meet more fully the goals of: (1)
Making Work Pay: (2]} Time~limiting Welfare; and (3} Ending
Welfare as We Know It, I offer several suggestions. These
suggestions reflect my concern with hoth the substance of the |
proposal and alse with the politics of how it will be perceived
{and how perceptions may be sxploited by opponents). I bsliave
that these suggastions would strengthen the overall proposal,
increase the probabllity that its significant features would be
enacted into law, improve the likelihood that the program will be
perceived as working, and therefore make it more likely that the
plan will survive into the future, if they were adopted.

These suggestions are grouped into three categories that
reflect the goal most associated vwith the suggestion (though
there is some overlap). If you have any guestions about these
suggestions, please call me at 395-5036.

Making Work Pay

supplemants and WorkX Regquirements in the WORK Program -~- The
proposal would allow states to supplement wages paid to people in
the WORK program as long as participants are working at least 20
hours a week. Only by working full time can most single mothers
hope t¢ raise their families ouf of poverty. In ordexr to ensure
that there are adequate incentives for full-time work, AFDC
recipients should be regquired to work a sufficient number of
hours to e¢arn thelr entire AFDC c¢heck. States with higher
benefits would have to require a greater number of hours worked.
{For States with benefit levels zbove tha sarnings from forty
hours of work at the minimum wage, the State could be permitted
to pay nore than the ninimum wage to those in the WORK program.)
It has been argued that this will lead te ineguitable troatment
of participants in different states since some will have to work
more to get thelir benefits. In fact, the inequality is already
present in the systen which allows states to pay different
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benefits. We ¢an not do anything about the ineguality, but we
can make sure that that inequality dees not undermine ouy efforts
te make work pay.

Advance Payment of the BITC -~ The propesal allows States to
provide advance payments of up to 75 percent ¢of the EITC the
taxpayer will be able to c¢laim. It would be more desivable to
canform the treatment of this provision to the current law
requirenents that apply fo all emplovers (i.e., limit advance
payments to 60 percent of the maximum EITC available to one-child
families). <Congress enacted this rule in 1993 as a reasonable
compromise between providing a work incentive and promoting
compliance. Nothing has changed to upset this compromise.
Moreover, a single rule for all advance payment providers would
allow us to determine if there are differences in compliance for
taxpayers using different advance payment maechanisms., In-
addition, conforming the rulss for payment betwean all types of
advance payment providers would reduce fluctuations that may
ccour when workers move between States or change emplovyers.
Finally, if we begin to make changes to EITC rules, we invite
others to start making changes which is something we probably do
noet want to da.

Time~Liniting Welfara

Part=Time Work =« Since fulletime work is the only way that most
single mothers can ralse their families out of povarty full-time
work sheuld be encouraged. Thus part-time work should only slow
«w yather than stop -« the twoe-year time clock for people in the
JOBS program with children ovear 5 {or over 1 if child care is
available). One approach (that would be easy to administer)
would proportionately slow the time-limit clock for every hour
worked during a raporting period {8.¢., on & monthly basis)., For
instance, the speed at which a person’s time-limit clock would
run could siow by 3 percent for every hour per week worked up o
a maximum of 100% {(i.e. 34 hours of work or more is considered
full~time) ., Thus, someone Wworking 20 hours a weak would be able
to collect AFDC benefits for up to § years bafors they would have
to enter the WORK program. This suggestion effectively places a
time l1imit con the JOBS phase of the welfare reform proposal for
those who work part-tinme,

Mental Illness and Rssigoment tos Pre-JOBE -~ The determination
of the effects of a person’s mental state on their abilicy to
work can ve highly subjective, as demonstrataed by Califernia’s
experlence with covering work~stress related illness under its
workeys compensation laws. By shopping arvund, individuals often
can £ind some mental health professional to certify them as
unable to work. Under the welfare reform proposal, the two-year
time limit does not apply to those in pre-JOBS, providing an
incentive for people teo be claseified as pre~JOBS candidates.

The propeosal already allows those wheo are applying for Social

o
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Security Disabkility (SSDI} payments to be agsigned to pre~JOBS,
Since SS8DI covers mental conditions, this provision should be
adegquate. If not, each AFDC offjce should be required to gpecify
a small nuaker of psychologists to evaluate the mental health
status of people attenpting to be placed in pre~JCBS due to
nental illness. This suggestion would avoid the potential
problem of participants shopping around for a sympatheltic mental
health professional in order te be designated as eligible for the
prae~JOBS program.

Disclosure of Reasons for Pre~JOBS Assigmment -« It is not
possible to tell from the legislative specifications vhat
information would be publicly available on the number of pecple
classified as pro~JoBS for different reasons. Subject Lo privacy
considarations, it would be bhest if the count of people assigned
to pre-JOBS for each reason was made publicly available f&r each
state and county. This would serve as a check on abuse of the
progran to aveld the application of real time limits.

substance Abuse and Time Limits -=- In the absence of incentive 1
effects we might prefer a welfare system where people with
substance abuse preblems were given as much time as necessary to
recover. Howaver, it sends the wrong signal and providaes
extremely perverse incentives to stop the time~limit clock for
people with substance abuse problems by placing them in pre-JoO8s.
Since pre~JOBS will likely be perceived as preferable to entering
JOBS and then WORK, we cannot allow people to choose pro-JOBS by
making inherently unverifiable c¢laims to having a substance abuse
prohlem. The time ¢lock must continue to run for people who are
recelving treatment for their substance abuse problens.

Pormanent Access to WORK Bloty -« Excaept for those whe have
significant preblems that will gualify them for pre~JOBS and
those who live in econemically depressed areas, anyons can find a
job in 4 years. Thers ig neay complete consgensus amony
economists on this point. Therefore, the WORK program sheuld be
time limited too. The DPC propesal (copy attached) for assessing
those conmpleting twe years of WORK and removing those who have
not made a good faith effort to £ind & job should he added to t&&
legislative specifications.

Ending Welfare a3 We Know It T

gutoome Standards -~ Qutside observers will evaluate the
affectiveness of our welfare reform on the basis of ocutcomés such
as cost saving, job placements, and case lcad reduction. 7o
ensure that we get the desired ocutcomes, outcome standards must
have teeth. The draft gpecifications reguire the Secretary to
establish ouvtoome standards, Lhut do not specify that monetary
penalties should be assessed for failure to meet the standaxds.

A reguiremsnt that such penalties be specified {and perhaps
monetary rewards for significantly exceeding the cutconme
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standards) should be part of the legislation.

gtate Incentives == In general I am concearned about the extent
of incentives for state performance in the welfare reform. Many
states have not been effective in iamplementing past programs such
as JOBS and child support enforcenent, Stronger incentives night
make a difference in this reform. For example, it is our
understanding that the net cost to the median state of creating
jobs in the WORK program could be larger than the sanction for
not creating these jobs. I am also concerned with the lack of
adequate incentives in the child support enforcement regulations,

Up~front Job Search ~- Intensive job search assistance hag proven
to be costeeffective in getting peopls to work in a shorter time
pariod. The current legislative specifications ¢all for states
te require job search, but do not specify that intensive job
search assistance be provided., States ghould be required to
provide a substantial amount of standardized job search
assistance to those who are reguirsed to take part in job search
activities, and job search should be required of all new AFDC
recipients as soon as possible. 0Of course, there would be
administrative difficulties in requiring states to immediately
provide job search assistance for all new AFDC recipients.
However, the preposed phase«in for getting new AFDC recipients
into a jeb search program is too slow. The phase-in of mandatory
job search should be accelerated by moving back the age at which
people weuld be required to participate in up-front job search by
two years for every calendar year that pagses. Thusg, in the
first vear of the reform program, all reciplients horn after 1872
would be reguired to participate in job search activities. In
the second vear, all recipients born after 1970 would be required
to participate in these a¢tivities, and so on.

Establish WORK in & Separate Agency -- It is important to support
a large scale demonstration of the effects of administering the
WORK progran separately from the State AYDC ciffice. This
soparation might help change the culture of the WORK program.and
orient it more towarc re-employment. Accordingly the welfare
refors proposal should encourage at least two states to attempt
to establish a separgte office to administer the WORK program.

Techrnical Aspistance, Evaluation asd Deamonstracions -« The
proposal sets aside 2 percent of JOBS and WORK funds for
technical assistance, evaluation, and demonstration programs.
Evaluation of the effectiveness of differant aspects of the .
program will be crucial to refining existing programs and future
reform efforty. Accerdingly, 1 percent of JOBS and WORK funds
should be sat aside for evaluation {including the evaluation of
demonstration programs) and 1 percent should be set aside for
tachnical assigtance, demonstration programs, and special
administrative costs. Since total expsnditures start off
relatively small, and evaluation and technical assistance might
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be more valuable in the early stages of the reform program, it
might be desirable to have s larger initial set-aside {(perhaps 2
percent each), with the percentage declining aver time as total
expenditures increaase.

Conferming Rules in Transfer Programs ~- The proposals for
conforming various transfer programg are minimal. It would be
nore desirable policy to attempt a more complete integration of
the programs in order to raticonalize program eligibility and
benefits and to simplify administrarion. Alsco, almost all ths
confornming changes contained in the proposal adopt the more
tgenerous of the Food Stamps and the AFDC rules for use in both
programs. Greater efforts should be made toward more complete
integration. Failing that, if the rule adopted were not always
the looser rule, the overall reform propesal might be made less
expensive. -

Individusl Development Accounts (IDAB) -- There is little
justification for tas-favored IDA. For examnple, in 1894, =z
family of 3 {a head of housgeheold plus 2 ¢hildren) hag a tax
threshold {(faces a zero marginal rate} with wage income of nearly
$13,000, with a higher flgure for a two-parent housechold. (This
does not include the effects of the earned income tax coredit.)

It is hard te concelve of a case where a person will receive
walfare and alse have wage income that will cause a positive
income tax liability. 'Therefore, the tax advantage of an IDA
would be meaningless to almoest all welfare recipients but would
add complexity to the Tax Code for tens ¢f millions of taxwpayers.
Horeovar, a tax-advantaged IDA would provide a situation where
individuals on welfare are treated nmore favorably than the
working poor (which goes against the goal of Making Work Pay).
Finally, one lesson we should have learned from last year’s
budget bill involved the proposed tax~favored empowerment savings
aceount. In the tax writing committees, this was one of the
first items to be dropped from serious consideration, because the
gstaffs saw littlie advantayge from the tax-favorsd status ¢f these
accounts. It is probable the proposed IDA will suffer the same
fate as long as it retains its tax-favored nature. Accordingly,
the tax~favored cempenent of the IDA should be dropped, while
retaining the basic elements of the account as a means of asset
accumulation for welfare recipients.

Quality Contrel and Compliance -~ The proposal should make clear
that the rules for verification of eligibility and payment will
not negatively affect curyrent compliance rates. Otherwise, the
reforn proposal will be subject to thae critigism of reducing
conplisnce compared to current law. In addition, I believe it
important that current levels of quality control on welfare
prograng not be weakened,
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INDIVIDUAL WORK ASSESSMENTS

At the end of two WORK assignments, people still in the program would be assessed
om an individual basis to determine whether they can remain in WORK. Those determined 1o
be unable to work or need additional training would be reassigned to Pre~JOBS or JOBS.
Those determined to be playing by the rules and unable 10 find work in the private sector
either because there were no jobs available to match their skills or because they are incapable
of working outside a shelterad environment would be allowed to remain in the WORK
program. At statc option, those who have been on the WORK program at least 2 {37) years,
who the state determines to be cmployable and living in areas where there are jobs available
to match their skills, and who the state determines to have failed to make 2 good faith cffaz‘t
to obtain available unsubsidized work can be removed from the program.

The Departments.of HHS and Labor will develop broad guidelines for the third
category, which will take into account factors including, but not limited to, an indiviual's
work history, local labor market conditions, and assurance of an individual employability
determination that takes into account types of jobs availabic in the area and the success rate
of other WORK participants in sccuring non~subsidized employment. States that wish to
make use of this option would have to develop a plan consistent with those guidelines, and
submit It a3 a state plan amendment subject to Secretarial approval.

The state's pian niust also provide:

* A process to ensure that recipients receive appropriate notice and an opportunity 1o
challenge a decision to find them ineligible.

* A scmi-annual report on the status of families who are no longer eligible for the
WORK program.

* Continued eligibility for persons no longer eligible for WORK for other support
services within existing program eligibility requirements.

The Departments of HHS and Labor will underiake a comprehensive pational study,
heginning at the ond of the first year in which the WORK progrsm bas been implemented, to
measure the WORK program's success in moving pcopic into unsubsidized jobs, and cvaluate
the skill levels and backgrounds of people who remain. The federal government will use this
information to refine program guidelines if necessary.

—



MAY 30, 1994
MEMORANDUM TO WENDELL PRIMUS
FROM: BRUCE REED

SUBJECT: COMMENTS ON LATEST WELFARE REFORM SPECS

COMMENTS ON JOBS/TIME LIMITS/WORK

1. Effective Date/Phasg In
2. Prograr Intake

3. Employvability Plan

This sgction needs to emphasize placement in iess thar 24 maonths and work
options during first two years. This section should have a vision piece as the
others do - and it should clearly state that we intend plans to be developed that
maove participants to work as guickly s possible. it should explicitly say
"Employability plans may be for less than 24 months and may include assignment
at any time t0 work programs through JOBS such as CWEP, On the Job Training,
and Work Supplementation as under current law,”

4. Pra-JOBS

p. B, 4{ft and p. 19, 18{e): These numbars appesar 1o be creeping upward. What is
the total percentage of people expected to be in deferral or extension?

p. 7, 4lk): Isn't i1 3 state option whethar volunteers meeting pre-JOBS criteria are
submit to time Hmit? ' ’

h, Substance Abuse

We may need to revisit thess issues in light of time limits on DA&A.



6. Definition of the Time Limit

Visian, p. 9 Drop the sentence, "The two-year limit would be renewable to &
degree ..." and replace it with, "Individuals who have left welfare for extended
periods of time will be eligible for a few months of assistance as a cushion.” The
tim@ limit is not renswable.

Specs, p. 91 Does € {0} add anything o the definition of 6 {(8}?
it not, it should be dropped.

Strangly disagree with comments from DoEd about when 10 start the clock. The
glock must run from authorization -- not from completion of the empioyability plan.

7, Applicability of the Time Limit
8. AEDC-UP

We still do not fully understand these rules, and worry about unintended
conseguences, s this section about states that have exercised the two-parent
option, or not? Do the éxisting time limits in UP take precedence over thesa time
fimits? How do the job offer and other sanctions affect eligibility for two-parent
families? The part-time work rules?

8. Teen Parents

Specs, p. 11, 2{ch: We still maintain that there should be no exemption for anyone
under 20 based on age of child {beyond 12 weeks). Just because a tesn finished
high school doesn’t mean she should spend a year at home., We have required
teen case management for all custodial parents under 20, but this loophoie gives
them nothing to manage.

10, JOBS Serviges

Specs, p. 12: Agree with OMB that job-reatly shouid include previous work
axperience Or high schoo!l dipioma. Even Patsy Mink's bili uses this definition.

p. 12, 10 {g}: Add "microenterprise training and activities” as well as sslf-
smployment programs to the list of optional activities,

11, Minimum Work Standard



12. JOBS Partricination

Specs, p. 14, 12{a}: ! the AFDC-UP participation standards are eliminated, what
takes their place for the two-parent casgload?

p. 15, 12{e}: broaden the definition of satisfagtory participation to include any
microenterprise program -- not just SBA funded. HMS, Labor, Agriculture all have
ricroenterprise programs.

p. 15, 12{gi{iiy: This point is still confusing, it needs to make ciear that states can
impose the ume limit on a broader class of AFDC regipients partigipating in JOBS, if
the state has chosen 10 include that broader ciass as part of its phased-in group.

13, JOBS Funding
14. Sermiannyal Assessment -

18. Transition to WCRK

Specs, p. 18: We had discussed that the regulatory specs {{e} through (hl) were
too detaied and did not nead to be here.

18, Extensions

Same concern as in 4{f) above.

Specs, p. 20, 17[a-bi: These provisions should state that an individual retuming to
the program could be expected tw perform job search from the date of
reapplication.

18. Administration gﬁ g 8§£ QRK
19 Specific Responsibilities of

20, Other &{g of Rgsggnglbaiigx ..
21. Establishment of a WORK orogram

22. WORK Funding

Specs, p. 28: There shouid be one por of WORK money, not two. The division
O two pots is, on the oneg hand, srtificial since subsidies can be disquised as




other things, and, on the other, an unnecessary constraint on state flexibility in
ruriring the WORK program. .

23. Flexibility

Agree with OMB that some provision may be necessary to ensure that states
employ WORK participants as child care workers.

24. Limits on Subsidigs to Private Sector Emplovers

25. Coordination

¥ *Questions re: public/private board:

{1} Why has control of designation of board shifted from local to state government,
Mayor Emanuel Cleaver toid us Friday that the Conference of Mayors would not
accept that,

(2} Why allow state 10 make local area iarger than JTPA SDA? This would allow
statg to make it a state board. How about state can make area smaller, but not
larger?

(3} Beard should have some formal power or role. "Guidance,” "waork in
conjunction with." if we really want this to have local input, there shouid be some
tocal power - "Local plan should be developed iointly by board and agency,” or
"Board shall develop plan, sublect to agency approval,” or vice-versa.

28. ention Requiremen

27. . 28. Nondisplacemen,
Specs, p. 28:; We are soncerned aboaut 27{al{dithl, 27{aK8), and 27{bl,

[ENce

271alt4}{b} (s now written in a way that it is almost impossible 1o understand its
impact; we would like to discuss it further.

27{al{8) and 27{b) were not in the original nondisplacement language. Where did
they come from, what is their impact, and why do we need them?.

30. WORK Eligibility Criteria

The performance standards for the WORK program should count not only
subsidized positions, but unsubsidized stots found through agents under contract to



place WORK participants, The current definition might not count placemeant
COMracts. .

Specs, p. 31, 30(f) and p. 33, 33(b}: Wasn't our agresment about semiannuai
redetermination that we wouldn't recalculate every moanth, but that if someone’s
circumsiances changed they would be required to report it and their supplement
would be adjusted? As currently written, someone who 100k a private sector job a
week before their job search runs out would get no benefits, while a person who
took the same job a week after starting a WORK assignment would get all WORK
wages and WORK supplement for 8 months, in addition to the private sector wages
and the BITC. This would lead to some strange behavior, and it will drive up the
Cogt estimates.

21. Allocation of WORK Agsignments/interim Activities
32, Hours of Work

33, Earnings Suppismentation

Specs, p. 33, 33(c): The specs should clarify that consistent with the provision in
32{a), the average sarnings supplement cannot exceed 28% of total benefits, even
if 9 state chooses o appiy earnings disregards to WORK wagses,

in general, we are concerned that the WORK program is locking increasingly
attractive compared to unsubsigized work., We need to see a variety of examples
camparing the relative attractivenass of WORK in states that apply their earnings
disregards policies to the WORK program, pass through more chiid support, and so
on.

34, Teeatment of WORK wagss
3 ortive Servi

. and Working Congiti
37, Sanctians

Specs, p. 36-38, 37(ci, 37{giil, and 37(j}{i}: The rules on retusing a job offer
shouid be ghanged to incorporate the part-time work standard — i.e., sanction for
refusing any job offer of 20 hours, or an offer of fawer hours if that offar of fewer
hours would make the person better off, The Specs need 1o add a rule requiring
peopte to take more hours if available, and prohibiting people from increasing their
benefits by cutting back hours.



Specs, p. 37, 37{f}: Drop the word "wiliful® in "willful misconduct.” inciuding
“wilful™ in the statute will only make it more difficult to sanction. Defining
misconduct should suffice.

Agree with OMB that the sanctons need to be cumulative over a lifetime., If we're
kesping a lifetime clock, we can keep track of this,

38. Job Search

33, Time Limit on the WORK Proqram

Specs, p. 37-40: This ‘section needs to be rewritten to incorporats the state option
at the time of assessment to make people ineligible for WORK for failing to make 3
good faith effort to find available unsubsidized work.

Specs, p. 40: Drop the sentence, "Such penalties could only be imposed in the
event of misconduct retated to the WORK program.” 1t is not clgar what kind of
penalty this sentence is meant 10 praciuds.

40. Noncustodial Parents

Viston, p. 41: The paragraph beginning "Other parents have inadequate skills ..."
must be dropped. We shouldn't be making excuses for peopie who father children
and fail 10 support them. 1t's not society's fault; it's not the economy’s fault; it's
not their upbringing's fault; it's not the absence of programs to meet their needs’
fault; it’s their fault, and they should take responsibility for it. For the same
reason, the sentence "Finglly, some non-custodial parents have difficulty
understanding their rights and responsibilities as parents because they had missing
or inadequate rofe models when they were chiidren® should be dropped. This
excuse-making is insulting 10 the thousands of fathers who grew up in similar
circumstances and do five up to their responsibilities,

These paragraphs should be rewritten to suggest that "We need to make sure that
all parents live up to their responsibilities. When people don't pay child support,
their children suffer forever, and so do we. Just as we expect morg of mothers,
we carmot let fathers just walk away. A number of programs show considerable
promise in helping non-cugtodial parents 1o reconnect with their children and fulfill
their financtal responsibilities t support them, Some programs help parents do
more by seeing that they get the skills they need 1o hold down a job and support
their children. Other programs require absent parents 1o work off the support they
owe, Itis alsg important to show non-custodial parents who have been invoalved in
thelr children's lives that when they pay child support, they will restore a
connection that they and their children need.”



Rationale, p. 42: This section should be dropped. We cannot make excuses for
non-support. Also, none of the other sections have a “Rationale” anymore. The
Vision paragraph should make the point that it is important to expect child support
payments from averyone, even non-gustodial parents with low income, because
there is no excuse for neglecting parental responaibilities, and because those
individuals’ income will rise over time.

Specs, p. 43, 40{elii-ii: States should not have the option to suspend or raduce
child support obligations, 1t's hard enocugh 1o explain why we're rewarding fathers
who don’'t pay by putting them in training programs; how can we possibly justify
igtting them off the hook for past support?

419, Parenting Demos

Specs, p. 44, 41{¢). How much is the capped set-aside?

£

COMMENTS ON PERFORMANCE STANDARDS
p. 48, first ing: Replace "eventuate” with “result”
p. 47, third tine from bottom: “Operant™ is not a word

4, Service Delivery Standards

Specs, p. 51, 4(e}: Where are the incentives for good state behavior? These are
only penalties. What is the meaning of a tolerance level if there are no penaltiss?
If that's the case, why not 90% with a2 10% tolerance leval?

p. 81, 4(f): The standards currently require states (0 measure sssentially the same
thing twice, in two sligbtly different ways. At the very least, the numerator ought
to be the same in both cases — otherwise we are sending states conflicting signals
and making them recalculats for no apparent reason. in both cases, the munerator
ought 10 give states credit for people who |eave AFDC or are sanctioned,
[Sanctions aren't the state’s fault.)

But the real question is, why have two standards at ali? Wouldn't it make
more sense to have a single standard, measured over a three-month period? Our
goal is 10 reward states for results, not hassle them with process standards of steer
thermn oward putting clients info sarvices that kill time but don't hielp pecple
tiecome self-sufficient.

i



p. 81, 4(gi: Since the last draft, we have gone from a standard measured over &
months where 35% of clients had to be spending 80% of their time in services, to
a monthly standard where 35% of clients have to be in services, in affect, we've
doubled the standard, Why have we gone to all this trouble to simply double the
participation rates in current law? A blended covarage/participation rate makas
more sense,

What happened to the 1% fimit on incentives or penaities? We have no idea
whether states can meet these standards -- we can hardly agree on what the
standards should be. Yet we're putting a substantial amount of money at risk, H
our geal is to move toward a performance-based system over the next few years,
we shouldn’t be betting the farm on process standards now that could seriously
. distort state behavior. We should restore the 1% limit on how much money is at
risk. We should be rewarding states for getting people off walifare and into work,
not for counting heads i a classroom.

p. 81, 4{hi(i}: The numerator should include people who have found unsubsidized
work through job placements paid for with WORK money. QOtherwise, the states
get no credit for using their WORK money to pay a job developer or job placement
firrns fike America Works to find unsubsidized work -- they would only get credit for
placements in subsidized work. Presumably, we think unsubsidized work i§ &
better result.

COMMENTS ON TECHNICAL ASSISTANCE & DEMOS

p. 55, A{1}, Rationale: Drop the sentence, "It is often noted that 10% of effecting
substantive change is getting the law passed, the other 30% is implementing the
law well,” This is fike saying baseball is 10% hitting and 809% pitching: it's not
true, and it doesn't do us much good now that we're at bat,

p. 88, Bi2), Rationale: This paragraph is 100 weak. The point is that we are
changing the cuiture of welfare to get out of the business of writing checks and -
into the business of helping people find and keep jobs. All the incentives in the
system should point toward securing long-term placement in the work force. Wa
want 1o experiment with a number of new approaches that will spur casewaorkers,
clients, and service providers to help people get off weifare for good.

p. 58, BiZ){al: The last sentence of this paragraph should be rewritten 1o say that
"the ermphasis will be on securing long-term placements in the labor market, and on
finding ways to place medium- and long-term recipients.”

g, 58, BiZM¢k: The Hmit should be up to B of each approach {placerment bonusas
and chartering placement firms}, not 5 overall,

8



p. 59, Section 11156 waivers: We thought we weren't going to mess-with Section
1118, This provision sounds iike an end run for child support assurance, and
should be dropped. Also, as stated elsewhere, we oppose letting non-custodisl
parents off the heok for their des and arrearsges.

p. 62, 5{bh: What is the relation of Work Support Agencies to one-stap?

p. B83: The title of this section should be changed from “Information Systems and
infrastructure” 1o "Information Systems and Fraud Detection.”

p. 66, Aldi{: Why isn't the NTAR keeping track of why individuals go on or off
assistance {e.g., work, marriage, etc.}? This would be valuable info.



COMMENTS ON CHILD SUPPORT ENFORCEMENT

Child Support Enforcement
Training, p. 53: Add a builet about using JOBS money to train welfare recipients

10 become child support caseworkers, and about using W(}RK slots to provide child
support casewaorkers with trainee/aides.

Child Support Asgurance

p. 61, 1ok Agree with OMB on the need to phase cut Child Support Assurance.
The Secretary can't just determine whether the demonstrations will be extended,
if some future Administration wants to experiment further with Child Support
Assurance, they will have to go back 1o Congress and ask for the money 1o do so.

p. 81, Tidi: Why will onty "soms" states have the option of creating work
programs? Shouldn®t all states in this demo have that option?

pp. Vi {top graph) and 80 {3rd graphi: It would be more accurate 10 say that
"some" rather than "many” states have expressed a strong interest in doing CSEA,

10



COMMENTS ON PARENTAL RESPONSIBILITY, MAKE WORK PAY
AND IMPROVING GOVERNMENT ASSISTANCE

Teen Pragnancy

p. 1 and throughout: The grants should be calfed "Teen Pregnancy Prevention
Grants™, not "Teen Pregnancy Prevention Mobilization Grants”

Vision, p. 1, 1st graph: End the sscond sentence after the word pregant (delete
"and parents”).

2nd graph: Add "enormous” in front of “national significance”

Specs, p. 2, {&): The second sentence should read "such as the Community
Enterprise Board or the proposed Qunce of Prevention Coungil.”

Add a buillet stating that this entity {ar the Clearinghouse) will issue nationsl
goais for the reduction of teen pregnancy, and states will be expected to develop
siate goals,

Specs, p. 6, {ch: This is stift too much money. The eligible communities are way
too small to justify §3.6 million per year per site.

Vision, p. B: Drop the word "generally” in front of “we believe that children should
be subject to adult supervision,” ,

Famil

Specs, p. 10, Z(bi: What is the impact of these mandatory disregards for a parent
in the WORK program? .

Child Care

Specs, p. 17, 7: Do volunteers get child care for activities even {f they don't do
those activities?

11



COMMENTS ON IMPROVING GOVERNMENT ASSISTANCE

p. 22 and throughout: A better name for this whole section might be "Streamiining
Governmeant Assistance” or "Welfare Simplification™.

Territories, p. 37: Drop the paragraph about mesting with representatives from
Puerto Rico and other territories.

Reguiatory Revisions, p. 39: Drop the word "compromise” in the first sentence of
this section.

p. 44: We assume from its absence that the costly provision affecting HUD Utility
Fayments has been dropped. In general, we would like to review the cost
implications of these reguiatory changes, and 80 should OMB.

General Question: Whatever happenad (o our interggency waiver board?

12
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REMAINING POLICY ISSUES

A few other igsues have not been addressed in the Specs:

1. Fraud: What are we going to say about fingerprinting and gther anti-fraud
proposals? Can we prohibit the receipt of welfare benefits in prison? We need a
more concrate anti-fraud package,

2. Immigration: Can we include a provision similar to that in other bills which
requires the weifare agency to report ilfegal immigrants to the NS in child-only
cases?

3. Fertility Drugs: Do we have a policy on Medicaid coverage of fertility drugs?

-

4. Waiverabitity

13
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Mary Jo Bane, Assistant Secretary .

for the Administration for Children and Families
David Ellwood, Assistant Secyetary .

for Planning and BEvaluation
Bruce Reed, Deputy Asgistant to the President
_ for Domestic Policy '
Co~Chairs, Working Group on Welfare Reform,

Family Support and Independence
Washington, DU 208800

Deaxy Mary Jo, David and Bruce:

Thank you £for soliciting our comments an’ the 1egi$2.at§ivsa
spacificaticns for tha WORK program. Although thare are some
aspects of the program that are encouraging, we are very deéply

, troubled about & crucial guestion that 18 nor yet rxesolved:
whether parenmts who play by the rules but cannot find priviate
gector jobs will be completely cut off from all cash suppoxt or &
public job when theixr WORK slot ends. Parenis who do evervthing we
ask but are unable to find a private sector job should never: be
thrown into destitution. At an absolute minimum, az long: a8
parents are willing to work, then a public sector Sjob must, be
provided; if unavailable, the basic AFDC safety net must remain in
place. It would be diffioult for us to overstate the importance ol
this provision -- the President’s plan asimply must preserve a

_safety net for children. ’ . i

i
We are also deeply distressed ovexr the inclusicon of full family
sanctions (pp.36,38}. It is in no one’s interest to throw children
into hunger and homelessnesgs even if the parents are not compliiing
with all the zules. It is alse needlessly harsh to reguire that
neither food stamps nor housing assistance would rise in response
to a sanction. !

Pinally, we want to strongly endorse "Option 8* for part-time work
(p.13). Parents who are working 20 hours per week are dding
exactly what we are asking them to do and should not be subject to
the time clock. In light of the faect that only 30 percenti of
married women work full -time full-year, we believe that more than
"Option EY is not & reasonable expgectation for single parents with
young children. : ;
|

Below is a brief summary of additional concerns:

' 12 week pre~JOBS status for families with a child conceived while
on AFDC {pp.5~6): It is simply bad policy to limit pre-JOBS sca‘ftus

]
1
2 25 § Stroet, MW

..........
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to 12 weeks when a ¢hild is conceived while the parent i racalvzng
AFDC. In many aveas, infant care is simply not available; in all
areas the cost is extremely high. In combination with 2 family cap
policy where the mothar would not receive any additional grant for'
cthe infant, this provision strikes us as offering a double
punishment for the baby while forcing an unwise use of scarce
TEBCUrLEs, ’

Placement in pre-JORE for good cause capped at 10 percent {(pp.: 6-
73: The very definition of “good cause" means that those whoe meet
cthat test can jushifiably be placed in the pre-JOBS program, Iv is
ineguitable to require inappropriate participation in JOBS eimply
because a person ié last on line after the cap has been rgached.

We understand the intent is to prevent states from keeping people
out of the JOBS program. But this remedy punishes parents who
should be placed in pre-JOBS for good cause. Gther means of
monitoring state performance vltimately leading to reduced fedexal
reimbursements should be ewmployed ©o aveld " tha inequitable
treatment of families. o '

No exemption for sesond trimester of preagnancy (p.6): Under
current law, pregnant women are axempted from JOBRS participation
for both the second and third Lrimesters. Allowing only an
sxemption for the third trimester is counterproductive. Women in
cheir second trimester are currently exempt because it is very
difficult €0 place them in work positions. We balieve that current
law should be rerained. ‘
Substance abuse treatment must be appropriate (p.8): We suggest
that the word “appropriate” be added in 5{a}) after "participate
in.* States amust not be allowed to require inappropryiate substance
abuse treatment to decrease the rolls rather than assisting people
to achieve self~sufficiency.

Minimum cape management standards for teens {p.1l}: We xeaamwend
that minimum caseload size standards be included {such az 50 a&gas
per worker) and that the case managers be required to have a
specialized knowledge of teens.

Appropriate activities for teens (p.11}: IL is not c¢lear from the’
draft which activitiss would be considered: appropriatse under the
JOBS program and whio would maks this determination. AL a sminimum,
completing = GBD, taking classes at a trade school, etce. should be
considered appropriazte.

Time cleck for teenagers (p.11): We oppose applying the twe-year
clock to 18~ and 18-year-old parents. They are far more likely to
need more than two years to be ready for work, both because they
will need more vears of education and training, and bhecause their
children are very young. We would be remiss if we did not also say
that we have grave xeservations about the two-year limit.  Its
rigidity will move some wothers away from the EdUCaaLQQ\QhﬁY need,
- making it harder for them to f£find a jok with any chance’ of
- supporting a family. i

|
|
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Determination of "job ready® (p.12): The draft dees not indizate
whether states would be required te exempt someone from Jjob search
if they were not job ready due to illness or other reason. We are
concerned that a parent with almost any kind of work experience
would be deemed “ready.' and would be prevented from enro;llng in
the training they really need.

Employment-Oriented Education (p.i2): Section (£} would replace
languags in 482{d) (13 (A} which c¢alls for “basic and rewedial

language Lo achieve a basic literacy level." Instead, the proposal
includes “&mplmym&nt ~oriented education to achieve izt&*aay
levaels. .. It i3 hard te know preczaaly how this would zranslate

inTo practice, but we fear that it would lead to the least nwssmhla
education, denying the pavticipant the Chance Lo move above mzﬁlmum
wage work. :
Child care for JOBS program only (p.i4): We favor section (¢},
which allows people to enroll half time in' a post-secondary
program, even if that adds wup to less than 20 houxs per week.
However, we bslieve that parents in appreved self-initiasted
educational and training activicies that are outside the JOBS
program should receive child ¢ars as under current law. 7The chxld
care guarantee for IV-& child cars should net be cut back,

ualifying for additional AFDC (p.20) - anividuals should be a%ia

to qualify'far more than gix months total of AFDC when they do not
receive AFDC and are not in the WORK program. If a parent suffers
a crisis afrer working for ten years, the family should be able to
access the safaty net for more than six months.

Extensiong bevond Two-Year Time Limit {pp 1%-20): Extensions are
allowed bevond the two-year limit when services such as child care
or training programs are not avallable at all but ars counted
against the 10 percent cap. It would be unfair for a parent who isg
not appropriate for a JOBS placement to ke excluded {rom a pre-JOBS
slot because the state Ffailed to meet the demand for services.
Additienally, we are concerned that extensions of up to 24 months
for completing a two or four year degree program are allowed, but
only if the parent is also participating in part-time work. Parts
ef this proposal display a blas against post-secondary education’
which we believe 1 counter-productive to the goal of moving peapla
from welfare to a stable job.

Linits to Subsidies to Employers (p-27): The proposal limics
subsidies to employers for WORK participants to 12 months, and
offers the hope that tha worker will not be let go as soon as whe
subsidy ends. Moxe specific protecticns are needed bafore engaging
in a program of subs 1d1z1ng poesitions in the private sector. There
is & real danger that employers will exploit WORK participants,
without any real prospect of permanent employment. Specific
penalties for employers cught to be considered, such as reguiring
an employsr Lo pay back the subsidies when werkara are 1mt go

without causs.

|
|
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Feople should be better off in WORK than APDC (p.33}: One of ‘the
President s key principles is that people who work should not be

_ poor. However, in 33{a}, states are only reguired to make families
"no worse off" ip the WORK program than thev were receiving AFDC.
8ince WORK participants would have to pay FICA taxes and probably
would have clothing and transportation costs beyond the .$30
disregard, in reality they will be worse off than they wers
receiving AFDC. {(Of course we again stress that people in the WORK
program should also receive the EIC because they are working and
generating income that in all othex circumstances would entitle
them to the EIC.} We believe the principle should he that states
must ensure that families are heibtey off by working than raca;vxng
AFDC.

Require states to provide child cave (p.34}: States should be
reguired to provide child care 80 WORK paxt1c1p&nts can angage in
approved education and training activities in addition to WORK
agsignments, rather than having c¢hild care opticonal in these
Circunstances. - ’

J0BS funds for pon-custedial parents (p.42): Although we support
increasing programa for ncn-custcedial parents, we are concerned
that allowing 10 percent of JOBS £funds is too high. “The
evaluations of the Fair Share demonstracions indicate they are
worthy of further examination, but net vet worthy of an axpendmtur&
of potentially hundreds of millions of dollars.

Thank you again for the opportunity to provide comments on the
Working Group’s welfare plan. Please let us know if we can provide
any additional information.

$ancar&1y, . Léshiéqhhd /{;{;;pd

ﬁgﬁiéi; Weinstein ﬁav1d 5. Kass ;

Family Incoma Director Sanicr Program Associate
Nancy Ebb : i

Senicr Staff Attornay
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THE SECRETARY OF VETERANS AFFAIRE
WASHINGTON

MAY: 3 1.1994

The Honorable Leon E. Panetta

Directoy, Office of Management and Budget
Attention: Assistant Director for
Leglelative Referpnce

¥ashington, k.C., 203530

Pear Mr, Panetta:

On May 23, 1234, the Office of Mansgement and BRudgeb
veguested that the Departwment of Veterans Affairs [VA)
provide its views on the child-aupport-enforcement
previgions of a Department of Hgalth and Human Servicen
{HHS} drafe Bil) -~ the Comprehensive Welfare Reforsm and
Pamily Support Amendments of 1984. VA supports the
overall goal of the draft bill of improving child-support
enforcement. However, VA vigorounly objects teo
gection 664 of the draft bill, which would amend statutes
governing garnishment of Federal payments 10 generally .
authorize court-grdered garnishmant of veterana' henefits
for child and spotgal support.

Federal statutes have lony prohiblited court-ordsred
garnishment of veterans' bhenefits to satiegfy debts,
including debte arisiog cut of child and spousal support
obligations. Currently, section %30ifa} of title 38,
United States Code, provides chat veterans' bhenefita ghall
not be asepignabie, shall be exempt from the vlaime of
creditors, and shall not be lisble to sttachment, levy,
or pelzure under any legal oy eguitable process, sitvher
before ox after receipt by the beneficlary. The legisia-
tive history of section 5301{a) indicates two purposes for
the statutory provision ~- to aveid reguiring VA to act as
a cellection agency and;, move importantly, to prevent the
deprivation and deplétion of the disability bonefits which
are intented to be a means of subsistence to veterans.
This statute, the objectives of which would be severely
undermined by the proposed smendments, is a reflection of
the Nation's longstanding commitment to provide, on a
priority basis, for the welfaye of these who answered her

219 pop2
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The Honorable Leon B. Ranetia

¢all during time of peril. Any depavture £rom that
commitment would do a grave disaervice to these most
deserving beneficiaries, who made such invaluable efforts
on behalf of the United States.

Congrens hap sought to balance the rights of vet-
erans’ families, especially children, against the vet-
erang’ ilmportant interest in receiving benefits free of |
all ¢laimg. 'The Child Support Enforcement Ackt, which this
draft bill proposes to smend, Aliows the garnishment of
certain pericdic payments of Federal benefits for child
puppoys and alimony (epousal suppsrt). The Act generally
axempte veterans' disability bepefite from garniehment,
hut provides an exception where a veteran waivep all or
part of his or her amilitayy vetirement pay to recelve VA
compengation. In that case, garnishment of VA compensa-
tion received in lieu of militayy retirement pay is
permitted., In this limived situstion, VA honors court
orders to garnish disability-compensation benefits in
order to enforce alimony and child-support obligations,

In addition, the veterans' benefit laws already
provide procedures for spportioning {sllocating a portion
of} = veteran's benefits to the veteran's gstranged spouse’
or to the veteran's childres not in his or her ¢ustody,
upon application, where it ig necepsary to provide for
their support. VA regulations currently provide pro-
ceduras to enpure an eguitable division of benefits whave
& VA beneficiary is failing to meet his or her support
olligations, The apportionment process tends Lo the
{inancial needs of the spouse snd children, ae well as the
financial needs of the veteran. This process i8, in our
view, the most aquitable means of providing for the needs
of the parties, sinte VA considers the rescurces avallable
to all parties to meet their eubaistence ngeds and bae
considerabls flexibility in detexmining how much of a
veteran's henefite should be spportioned.

an individual peeking garnishment must bear the
expente Of obtaining an attorney and the delay of
peticioning a court to obtaln & garnishment ordsr., The VA

£a3
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The Honorable Leon E. Panetta
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apportionment process is likely to be facter and less
axpensive, since legal representation is not necessary and
only a simple statement requesting an apportionment is -
needed to begin the process. Further, VA apportionment is
not gubject to statutory limitations which often restrict
the pergentage. of a payment which {a subiect to garnish-
ment. The availabllity of thiep remedy provides an
attractive slteynative to the drastic durcailment of
veterang' rights contemplated by the draft bill.

For the foregoing reasons, we strongly urge that HHS
reconsider the provisions of section €64 of the draft biil
which would remove the exigting restrictions on garnish-
ment of veterans' benefite, Proposel of puch a radical
departure from past practice would involve a perilous
retresat frowm the Govermment‘s longstanding commitment to
thogse wha answered the Nation's call to service. We
gaution that the guite limited potentisl advantages of the
proposed amendmant to individuals seeking to enforce '
support obligations appear minimal in comparisen to the
haym proposal ¢f this amendment would cause toc the trust
of ouy vetersna in the government which they servad.

Your ataff may call ¥Mr. John H. Thompson, Assigtant
Ganeral Counsel, st 273-6315, if any clarification of our
views is reguired,

Sincerely yours,

| %
desge Brown

JB S/ kam
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LRY #D-772

RESPONSR T0 LEGYELATYIVE REPERRAL MENMORANDTM
If youy response to this reguest for views 1s simpie (e.qg.,
concur/no comment) we prefer that you respond by faxing us this
reaponge sheet., If the response is simple and you prefer to
call, pleaase call the dranch-wide line shown below (ROT the
analyst’s line) to leave a message with a secretary,

You mey also feospond by {1} ¢alling Tthe analyat/attorney’s direct

- line (you will ba conhected to voice mail if the analyst doss not
answer)s (2) sending us a memo or letter; or (3) if you are an
DASIS user in the Executive office of the President, sending an
E-nail message. Please inciunde the LRM mimbar shown adova, and
tha subiset shown balow.

eH Thris MUSTAIN
Oftice of Management and Budget
Fax Number: {202] 395~-6148
Analyst/Atrtorney’s Direct Nunber: {202% J95-3%23
Branch~Wide Lipe {(to reach secretary): (202) 195«7182

FROM: ‘;gf—wi 79 (bata)

Al LPlebens {Name)
CAH (Agoency)

)(3’);?5”6?3? ' {Talephone)

SUBJECT: HHS Draft Bill Comprehensive Welfare Refornm
and Family Support Anendsments of 19%4

The following ie the response of our agendy to your reguest for
views on the above-captioned sukdect:

Conguy

No obiection
No comment

See proposed edits on pagas

other: see Q’%& {9/

Eé FAX RETURN of pages, atiached to this
response shest
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Conments on LM FO772

Incentivas for State Pexforsmance In general, the incentives for
state performance are not adeguate and the match rate is too high.
There should be larger incentives and lower base rates. Whlle this
may mean larger differecnces between states in what thay get from
the Federal Govermment {though not necessarily ir states with weak
performance improve it}, the potential for such differences is
necessary if there are to be adoguate incentives.

e .
Korx Roguirements for Nos~Custodisl Psrenta (Bes €833 How is this
possible in light ©f tha 13th Anmendment?

Page 3 ¥{ii) Parenthesis are unballanced.

TOTRL P, 822



LRK #0772
REZPOREE TO LBGISLATIVE REFERRAL KEMORANDGM

If your response to this request for views is simpla (e.qg.,
gbneur/nc comment] we prefar that you respend by faxing us thig
response sheet. 1If the respense is simple and you prefer to
call, plense ¢all the bronch-wide Iino shown below {NOT the
analyst’s line} to lsave s massage with o secretary.

You may also respond by (1) ealling the analyst/attorney’s direct
line (you will be connected to valce mail if the analyst doas not
answer): {2) sending us & pems or letter; or (3 if you are an
OASIS user in the Exccoutive Uffles of the President, gending an
E-mall message. Please include the LRM number shown above, and
the sukjsst shown balow.

TO: Chrigs MUSTAIN
Office of Manpagement and RBudget -
Fax Nunmber: {202} 385~6148

Analyst/attorney ‘s Direct Number: {202) 395-3923
Branch-Wide Line (to reasch secretary): (402) 395-7362
FROM: § LZ'? 144 __ {Data)
\;4 D‘?! N JETT L~ < {’ﬂa;aa}
@ucaﬁon (Agency)
‘*fai'ﬁ?ﬁ ; {Tolephone)

SUBSBCT: HHS Drafti Bill Cormprehensive Walfare Refornm
and Family Suppert Amendments of 1594

The fellowing is ths response of our agonsy to your request for
views on the above-captioned subjerct:

concur

No objection

NOo eonmant

_ 7

See proposed edits on pages Q35 L $ethon boy prohen 7

Otheyrt

¥FaX RETURN of fﬁ payes, attached to this
responfs shaat

10°¢ SBOEI0F20C O X44 AUY1ZHIAS €3N 8561 [8d ¥B-12-AW
$60510rERZ )



DRAFT = 5716/94 ~ Page 93
SBC. £41. OUTREACE FOR VOLUNTARY PATERNITY ESTABLISHMENT.

_ {a) Stato Plan Reguirement.--3ection 454{23), as anmsnded by
section 608, is further smendad by adding at the end the
following pew subparagrapgh:

*{C} publicize the avallability and encourage the
use of prosedures for voluntary setablishment of
paternity and child support, whichm-

. *{i) dinclude distyibution of written
materials_ngfaazéoéﬂfsiaalth care iaciligin‘

e, o RXpeF”
W k$;:*$¢“’:r tincluding hospitale and ¢linies), and other
TN i svdh 28 sedeold
m mnwj lwat:imzé‘-
fa :
Gohoad | ¥ o *{ii) may include pre-natal programs to
ﬂ#”ﬂ““%;' *

educate expectant couples on lndividual and joint
rights and responsibilities with rospset to
paternity {and may reguire all expectant
recipisnts of assistance under part A to
participats in such pre-netal programs, as an
clenent of cooperation with ¢fforts to establigh
paternity and child support):

*(iil) include, with respect to each child
discharged from a hospital after birth for whom
paternity or child support has not been
established, resgonsble follow-up efforts
{inciuding at least one vontact of aach pareat

whose whereabouts are known, except whers there is

AN S6CEI0PE0Z ON 23 AGVITHOIS HA@N 891Gl 184 vB-L2-AVH



DRAFT « 5/20/94 « Page 17

° to provide that bills for pregoancy, childbirth, snd
genetic testing are admissible without foundation
testiwony;

o to grant discretion to the trikunal establishing
paternity and gupport o walve rights to amounts owed
to the State (but not to the mother) for costs relating
to pregnancy, ohildbireh, genstiec testing, snd child
support arrears, whare the father sooperates or
acknowledgon patarnity;

0 - to provide {et Etate option} f£or vacating an
acknowicdyment of pateraity, upon the roguast ¢f a
party, o3 the basis of sew evidence, the existance of
fraud, or the best interest ¢f the child; and

© to ensure that putative fathers bhave a reasonable
epportunity 0 inftiete patexulity actions.

BEC. 641, QUTREACE FOR VOLURTARY PATERNITY EETABLISEMENT.

Section 41 requires State IV.D plans, effective Octoker 1,
1996, $o provide that the State will publicizs the svailabilisy
and encourage the use of procedures for voluntary establishoent
of paternity and child support, whichew

G will include dispribution of materials at sohoods—and-
heslth care fazilities .and follow«up an sach out«piw
wedlook shild &iccharg@{ Lrom a hospital after birth:

and i ’wk‘Wl“m 1Y cArurts /

& may inciude programs to gducate expectant couples on
rights and responsibilities relating to paternity, &n
which-all expectant Iv-A regipiests may be reguired to
p&ztiCiyata } ‘

90 percent Federal watching would be available for the sbove
ou;gzaah activities In guarters baginning on and after October 1,
1995,

SEC. 642. PENMALTY FOR FAILURE TO EBETABLISH PATERNITY PROMPTLY.

Sectrion &47 provides for reduction of Federal matching
otherwise payable to & State IV.A program, for guarters begioning
10 sonths or mores aftor onactment of this biil, for failure %o
establish paternity for ¢hildren born 10 months or mors after
enactient who are receiving public essistance, whose mothers or
euntodial releatives have cooperated with State agency sfforts for
the entire preceding year, but for whom paternity has not bean
entakiished, The redustion formula would be eéstablished in
rogulations;: it would equal the proaduct of f1} the numbey of such
children in the Stase (afcer making azllowance for a tolarance
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Preliminary Comments On Issues
In Child Support Enforcement Advance Draft Legislation

Cast Estimates -- Section by Section Estimates Needed

The legislation includes many new provisions for which cost estimates have not
been provided. To facilitate the cost analysis and not delay final review of
legislation, we need the section-by-section analysis normally circulated for review
with legislation. That analysis should include separate cost estimates for gross
changes (separating out piuses and minuses} in administrative costs and AFDC
collections.

Match Rates | -
The bill would phase in a financing system that gives each State:

- A minimum of 75% Federal financing for county-based child support
enforcement programs, such as in California and New York.

- A minimum of 80% Federal financing for State-run programs to encourage
more States to take over county-run systems.

- Up to an additional 5 percentage points for paternities established, based on
criteria to be set by the Secretary.

- Up to an additional 10 percentage points for overall performance, based on
criteria to be set by the Secretary. Informally, we understand HHS assumes
only 2.5 percentage points would be based on cost-effectiveness.

In addition, the bill would extend 90% open-ended matching for child support
computer systems an additional two yearg, through FY97 and offer up to $5 million
per year in 100% Federal funds for training and "technology transfer”.

Total matching rate and cost effectiveness. Generally, States manage funds better
when they have a greater financial stake. ACF has found State use of high (90%)
matching rates for ADP costs difficult to manage. The legislation envisions up to a
95% Federal matching rate. Since as little as 2.5 percentage points of the incentive is
based on cost-effectiveness, on net, States conceivably could get $0%+ matchisng for
very inefficient programs. Moreover, it is not ciear how these modest incentives
will improve program performance. The 1t : :

generous and should be reconsidered, o

Special matches for computer systems. The draft legislation extends 90% matching
for computer development. If we wish to give States special assistance to develop

Pagel



the computer capacity the bill would require, enhanced funding could be limited to
the amount HHS believes is reasonable and necessary for a well-managed State of a
given size. {Any extra costs could be matched at regudar rates.) This could contain
costs and give States incentives to manage of funds better.

Incentives for statewide CSE systems. The draft legislation includes a 5 percentage
point bonus for States to take over county-funded systems and operate a unified
system. Key factors in a State’s decision may include who pays non-Federal CSE
administrative costs now compared to who receives the State’s share of AFDC
savings. The legislation could be changed to require States to share incentives and
AFDC collections with the locality that operates the CSE program.

Oiher incentive effects. The draft legislation lacks specifics on the requirements to
raceive incentive funds when States increase the nwmber of paternities, support
orders, etc. The legislation should lay out what levels of performance would be
required to meet the performance thresholds, to ensure that the savings are-
scoreable.

Training and technology transfer funds. The up fo 85 million in 100% Federal
funding for training and technology transfers is not well defined. In the past, almost
all child support enforcement computer systems have been classified as “teahnalagy
transfers”.  Given the high matching rates anticipated for State administration, it is
not clear why this funding is needed.

States have expenmémef;i with flat rate bounties to counties for patermty
establishment. Also, factors other than cost-effectiveness could be added to the
current incentive system, in lieu of replacing the system entirely.

Child Support Assurance -- Demonstration or New Program?

The advance draft legislation includes a demonstration of a Chiki Support
Assurance system, The Federal government would match all costs of the demo in
excess of what the States would be entitled to under AFDC at 90%. The
demonstration appears to be limited to an, as yet, unspecified percent of AFDC
recipients. The demonstrations should include a phase-in and a phase-out plan,
and not be a permanent proeram. The legislative language calls for 7-10 year
demonstrations which is longer than most demonstrations. The language also
incdudes procedures for extending the demos rather than ending them.
Administrative costs should be matched at normal rates - the bill appears to match
all added costs at 30%. Also, it is not clear how HHS would determine which
portions of child support assurance benefits offset AFDC benefits. :

Allowalble Costs for Other State Agencies that Assist Child Support

The draft legislation calls for automated interfaces between child ézzpport agercies
and property records, drivers' license bureaus, agencies granting professional
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licenses, ete. Would new computers and other costs for those agencies be allowable?
The legislation should make clear the extent to which HHS will or will not help pay
costs for other State agencies, and cost estimates should be consistent with the
legislation.

Mandatory Funding for HHS Administrative Costs and Commissions

The proposal contains Janguage which would convert currently discretionary
activities into mandatory expenditures. HHS would receive a fixed percentage of
child support collected on behalf of AFDC recipients to pay for Federal staff and
computer systems and the databases — about $100 million to $150 million per year.
The current federal administrative spending for OCSE and ASPE research is $15
million and the cost of developing the propoesed databases would cost $16 million.
Operating the new databases would be close to $30 million annually, although States
would partially reimburse this cost. - A 4% tap on the Federal share of AFDC
collections seems excessive. Moreover, federal administrative costs should
continue to be funded through discretionary appropriations. B
There are also a large number of demonstrations and commussions. These should
generally be discretionary authorizations. The entire welfare reform legislation
should be reviewed in light of the executive order on commissions and advisory
committees. Only those commissions meeting the criteria in executive order
should be included in the final legislative package.

Conformance of Audits and Performance Reviews

Incentive payments would be based on annual performance reviews. Corrective
action requirements {(and penalties for not correcting problems} would be based on
triennial audits that include process Issues. Given the NPR's emphasis on results
over process, it may be more appropriate to base corrective action plans and any
penalties on the annual performance reviews.

Good Cause for Non-cooperation

The proposal would increase the information AFDC single mothers must give child
support agencies to be defined as "cooperating” and thus be eligible for AFDC .
benefits. States can grant "good cause” walvers to the requirements. Could States
grant "good cause”™ waivers to some (many?) AFDC recipients that would be affected
by the revised cooperation requirements? If so, the provision may have more
limited effect than estimated. The ciefmm:;m of "good cause” under this proposal
needs to be specified.

Deleting the Requirement that Child Support Demonstrations not Inciease AFDC
Costs.

Current law requires that waivers of child support laws and regulations not increase
AFDC costs. Given the proposed State flexibility on disregards, it is not clear what
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provisions FIHS would want to walve that would increase AFDC costs. Given the
overall policy of cost-neutrality in waivers and absent a good rationale, this
provision should remain in the statute.

Due Process Requirements.

The legislation would require that service of process have documented receipt
{rather than sent pursuant to State law). Would this increase the difficulty of
serving process? Would this provision reduce States’ ability to use the Postal
Service? (We understand some States allow the use of first class mail for some
purposes.) We assume there is no intent to add requirements that could slow
service of process.
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SUBJECT: Comments on Welfare Reform Legislation and Child Support
Enforcement - Title VI, Section 663 (LRM D-772)

The Welfare Reform legislation gpecifies an increased use of IRS
for collection of delinguent child support {the “full
collections® program) and changes who reimburses IRS for the cost
of the program. ‘

The legisliation directs that the fee for IRS full collection
activities will be added to the amount of the suppert delinguency
and collected from the non-custodial parent at the end of the
collection process. In cases where 100% collection is not
realized, this would result in IRS having to absorb costs and a .
significant loss of tax revenue several times the abgsorbed cost.
As child support collection is not a tax administration function,
IRS should be fully reimbursed for costs not recovered from
collections., To make this activity a zerco~cost item would not
ereate the proper incentives for child-support agencies choosing
anong different ¢ollection options., In particulsy, there would
be no disincentive to send cases with very low collection
potential to IRS,

Experience with the full cellection program, including the
current test, indicates that many cases have low collection
potential. ‘Though collections may increase as the test
continues, it appears that a significant proportion of cases will
result in less than 106% recovery.

The Adrinisztration is proposing an IRS tax compliance initiative



in 1995 to generate additional revenus through additional audit
and collections activity. The Budget Resolution reguires that
the results of this initiative be scrutinized to verify that it
per se produces deficit-reduction. The Administration would have
to expliain revenue losses from absorptions to GAC and CBO and
could be criticized if revenue targets are lowered.

Volune estimates for expansion of the full collections program
are needed. HHES should provide the number of cases they
anticipate as a result of their proposals. With these, IRS could
generate cost impacts.

The specifications envision reguiring IRS to use pore collections
teeols, such as automated call sites, and maintain autcomated case
processing links with HHS. These may require an increase in the
full collections fee.

In¢treased use of IRS collections, even with reimbursement, will
increase IRS FTE requirements. Given the govermnment-wide
constraints on federal employment, HHS should identify a source
for these FTE,



Here

SUBJECT: LRY »-772, child support part of welfare reform

areg commants on the'b121 language., I have a number of

questions about cost estimates for this part., I7m not sure how the
clearance process will end up considering cost estimates in
connection with the bill language.

p.23

p.31

p.46

p.51

211 the advice from states and state associations that I’ve
heard is that a 8§ percent incentive won’t be enough to make any
states change from county-based child support programs to
state-level. As drafted, the provision would just buy up the
base of those states that already have sgtate-run systems. Isn’t
there a better use for these funds?

{h) (2) I think the rates used here would be described as
percentage points rather than percents. For example, a
reduction of 2 percent from a 50 percent FFF rate is 1
percentage point,

Sec 616 provides for federal staff and other administrative
costs to come from a set-aside from mandatory accounts. Until
lagt year’s foster care amendments, I belleve set~asides that
could be used for federal staff were limited to discretionary
programs. The welfare reform package is going to propose
several set-aslides from mandatory funds. These set-asides
constrain the President’s decisions about allocation of federal
staffing resources and ¢ircumvent the appropriation committees.

The legislative language, specs, and section~by-section do not
provide enough information for a reviewer to fully understand
the mystems being propesed. For each major new state or
federal systen proposed, HEHS should provide a list of the data
elements that will be retained in the system, the source of the
data, interfaces with other systems, data retrieval, report,
and manipulation reguirements (e.g., what pust be on line to
whon), data verification responsibilities, functions the



systems will perform (such as measuring state performance
against standards or confirming that an employee has a child
support obligation) and a comparison of these systems with the
other federal systems they most resemble, highlighting how they
differ and how experience with those other systems has informed
expectations about cost and implementation of these systenms.
This information should be presented systematically and
uniformly for all the proposed systems.

p.61 What is the purpose of the new 466(a)(8) (A)? What other
federal, state, and local agencies would it affect, and how?

p.63 See comment for p.51. Will the NCSR include the names and SSNs
of just the obligor, or also the children in behalf of whom he
makes payments? At the last specs meeting on systems, David
Ellwood was under the impression that the child suppoert and
AFDC systems could be used to reduce EITC errors, which seemed
to regquire data about dependent children as well as about
parents.

p.65 This appears to require states to provide HHS with UI wage and
benefit data on everybody! That seems like overkill, even for
child support. What do we know about states’ capacity to meet
this requirement? Do we pay for UI systems changes necessary
for them to comply?

P.71 Why does the parent locator system need to transmit information
about wages and assets? Wouldn’t that information have to be
confirmed in some other form anyway before a state could call
for withholding or go after arrears?

pP.97 Are costs of paternity bonuses included in cost estimates at
this point?' How?

Should we include language that puts some limits on paternity
bonuses. This seems to have a real potential to buy up the
base and create another federal policy that pays people for
doing what they should be doing anyway.

p.131 Based on staff conversations about an earlier draft, I thought
the child support assurance demos would have a spending level
specified in law, rather than a coverage limit (4 percent of
eligibles). A spending cap would be consistent with the

capped entitlement for the JOBS and WORK program and avoeid the
nearly impossible task of estimating costs for these demos.

The same goes for the minimum benefit demonstrations.

p.132 As noted in comments on an earlier draft, by not requiring
paternity and a child support order to qualify for chilad

support assurance, the bill removes an important cost-
constraint and an argument that CSA is not just welfare with
fewer work requirements and a richer federal match.



p.132 The first iline in {4) {2} seems to have an extra article, (A)
states that there has to be an order greater than the minimum in
joint custody cases. (B) comes inte play if the actual order is
below the nininum, and the court certifies that it would have

bgen below the minimum if sole custody had been granted. 8o the
court has to determine which parent would have received sole
custody and what the other parents child support obligatien

wouwld have been. This doesn’t sound very realistic does {7
Beyond the question of whether courts would do this, what is the
policy purpose of (A} and (B)?

P.133 By not reducing AFDC dollar for dollar, C8A’s supposed work
incentive is diluted. <C¢SA was supposed to be different from
welfare because it was only for those with ¢hild support, and
enly benefit those who worked. These demonstrations appear

ready to forfeit both characteristics.



SUBJECT: IRM #D-772, Part &

Note on Part G, Section 861, {(p. 108 of bill, p. 20 of sectional
analysis} creates a YREVOLVIRG 1LOAN FUND FOR PROGRAM
IMPROVEMENTS TO INCREASE COLLECTIONS®.

It authorizes appropriation of $3100 million in "loans® to States
to be repaid through offsets sgainst State incentive payments and
other Fed. grant payments over the following three years.

Lester Cash raised this issus to BRD last week, and we informed
him that repayment of loans from future grants is not in
conformance with the Pederal Credit Reform Act, and would be
scored as a grant for the ampunt of the loans ($100 nmillion) when
the funds are appropriated. o




