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B. 	 JOBS AND TIME LIMITS: IMPROVING ACCESS TO MAINSIllEAM EDUCATION, 

TRAINING AND SELF·EMPLOYMENT OPPORTUNITIFS 

Current law 

Under the Family Support Act, the Govel7lf)r ofeach State Is required to ensure that program 
activities under JOBS are coordiMlM with J1PA and other relevant employment, training, and 
educational programs available In the State, Approprlale componeflls ofthe Slate's plan which relate 
to job training and work preparatwn must be consistent with the Governor's coordination plan. The 
State plan must be reviewed by a coordinating council, 

111< miss",,, ofthe JOBS program will not be to create a separole education 0IId tralnJng SYHemfor 
welfare rec/pleflls, but rather to ensure that they have access to 0IId i1!farnnalan about the broad 
array 0/existing programs in the mainstream system, 1'1ttJ JOBS program 1fUds to be redesigned to 
permit Stat"s to /tuegrate other employment and training programs /tuo the JOBS program, 0IId to 
implement "one~stop shopping" education and training programs. Under current law. stales are, 
required to coordl1UJle their JTPA 0IId JOBS programs. 111< qua/by ofthose linkages wmes 
considerably. Existing barriers are statutory 0IId trndlJlonal: others are regulatory 0IId policy. 111< 
barriers to better coordination need to be examined and addressed, 

OPTION: Inleragency _d 10 racilitate _lion 

Staff from the Departments of Agriculture, Education. Health Be. Human Services, and Labor have 
been meeting to discuss issues of coordination between employment and training programs in the 
context of ongoing welfare reform efforts. One option available to facilitate coordination is an inter
agency board which would serve a variety of functions. However, staff ageee4 that 1110 ,rope of the 
board should be btonder than welfare refunn and waiver issu.., and should address workforce 
participation issues among Federal programs in general, The creation of such a board could be done 
through executive order and that legislation would not be required. Its introduction could coincide 
with the introduction of welfare refonn, or the Workforce Security Act. Staff bas identified a 
tentative list of possible functions that such a board may undertake. These include activities to: 

• 	 articulate a national workforce preparation and national self--sufficiency agenda) and develop 
an overall human investment strategy and plan; 

• 	 consider and establish criteria upon which to evaluate and approve waivers from States which 
faciHt:ate improved service delivery among the principle Federal job training programs; 

• 	 explore and promote common defmitions, administrative requirements among programs. 
common outcome measures, common reporting systems. and common eligibiJity 
determination; 

• 	 set principles in evaluations of workforce programs and strategies; 

• 	 suggest regulatory and legislative changes to promote improved program operation and 
facilitate coordination; 

• 	 promote objective criteria to evaluate and measure interagency efforts to improve Federai 
program linkages and coordination; 
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• 	 promote collaboration with the private sector; 

• 	 recognize and promote technology which facilitates the goals of program improvement; 

• 	 provide a focal point fQr interaction with States and other entities to facilitate discussions and 
action on program issues; and 

• 	 facilitate technical assistance for improving state and local programs. 

OPTION: Optional Joint planning and adminislralion bet_ JOBS and JTPAI 

The Governor of each State could have the option to require a joint plan from the two agencies 

indicating how responslbilities would be sorted out for the 2 year transitional period and the post

transitional period. CUrTellt law specifies joint review of plan; joint sign-<>ff would b. substituted. 


NOTE: Further starr meetings to develop this option are .meduled. 

Drafting Sm:s 

l. 	 COO1tl>lNATED I!FFORTS 

(a) 	 Amend tlte language in Social Security Act section 483(0)(1) whim requires that dlere be 
coordination between JTPA. JOBS and education programs avaiJabJe in the State to 
specifically require coordination witlt dle Adult Education Act end Corl D. Perldns Vocational 
Educational Act • 

. (b) 	 Wher. no appripriate review is made, (i •••• by an interagency board) tlte Sl1lte council on 
vocational education and dle Stat. advisory oouncll on adult education review the State JOBS 
plan and submit comment> to th. GiJvemor, 
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C. CONSOLIDATING TIlE FNS EMPLOYlIIllNT & TRAINING PROGRAM 

FNS slaffhave provided the foll<JWing options for aur consideration for Induslan as part Of the 
currell1 round ofwelfare. These opdo/lS IllVolve the Food Stamp Educt1lion 0lil1 1}alnlng (E&7J 
program. 

OPTION 1: 	 Consolidating E&T with JOBS 

State agencies stress thai serving similarpopulOJlCII$ wilh different program rules and fimdjng 
structures Increases the cample.tity Of the programs 0lil1 their resulting abllll)' to operate the program 
effectively, Co/lSolldating lhe E&T progrt1lO with JOBS wouid result in a more effective overall 
adndnis/ratlnn ofFederal empluyment 0lil1 tra/alng programs. While the P:"d continue to 
serve recipients ofpublic assislance 0lil1 those nat receiving public ossisUlnc< It) the 
admInl.llratlve burden associt1led with the operadon af2 separt1le Federal oyment 0lil1 lralnlng 
programs ~"uid be dim/wed. 

NOTE: 	 Starr from HHS and FNS willoollaborate to propose specific statutory language, 
pending the outcome or the group's decision. 

ISSUE: Is this a potential avenue for Incorporating the employment & IrlIlnlng needs of 
non""",ladlal parents? r""<;f'*'\ 

fll· I" , 
L FuNDING ~ ,Iv"',:'

;t)'P -((,\"~"",.. 
Currently. USDA distributes $75 million In a 100% grMJ 1'0 State agencies w admlnlsler their E&T 
programs. Slt1Ies thaJ choos. wspend more than their 100')1; grall1 con receiv< a 50% Federal match 
for administrative costs. Legislation couid collform match rt1les for Ec!tT services with JOBS mt1Ich 
rt1Ies. If troniferred to HHI>, consaIldatlngjooding structures 0lil1 Federal financial requirements for 
the 2 progranu would greatly reduce the adndnlstrativ< burden for State operottng agencies. 

OPTION: 	 Alternative funding streams for a consolidated model include: 

(i) transfetrlng funds from USDA to HHS; 

(ii) USDA funding States directly through contracts 

(iii) funding appropriated direcdy to HHS. 

2. MiNIMUM PARTICIPATION iI.F.QIJIREMEN' 

In FY 19900lil1 FY 1991 States were required to place ntJfewer then 50% oftheir Ec!tTmondaJory 
populaJUm Into E&.T activlt/es. This peiformance standurd was lowered 10 10% for FY 1992 0lil1 
beyond. 

OPTION: 	 AS a way 10 ensure continued participation in employment and training activities by 
Food Stamp recipients, HHS would direct State agencies to serve a minimum number 
of NPAs, possibly based on the current 10% required participation rate. The lowered 
standard allows for more intensive services. States would specify in their State JOBS 
plans how this population would be served and how partiCipation requirements would 
be met. 
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OPTION 2: ConConning the Food Stamp E&T program with JOBS. 

I. 	 CONFORM NON<OMPLlANCE SANcnONS WITH JOBS NON-cOMPLIANC& SANC110NS 

Currently, lhe sanction/or non-comp/iance with Food Stamp work requiremenls q[fects the enljre 
Iwuselwld. Under AFDC..JOBS. lhe sanction affects only the individual not in compliance. 
Recommendation: conform to E&T policy with JOBS sanction policy. 

(a) 	 Eliminate the distinction between individual and household ineligibility arising from non~ 
compliance with work requirements. 

(b) 	 Eliminate the requirements governing the designation of head of household for E&T purposes. 

(e) 	 Adopt provision of AFDC-JOBS sanction periods for E&T. 

2. 

CUrrelll/y, the Food Stamp E&Tprogram provides poymelUs or re/mbursemellfS to individual. for 
transportatlnn and other expenses (exduding dependenJ care) related to participation In the program. 
Participants receive fJf1'j1IrelUS for acruaJ costs up to $2S per monthfor expenses deemed necessary for 
porticlpotWn In the E&Tprogram. 11se Federal gooemmem matches up to half.fthe amoUnt State 
agendes spend, up $12.:50 ofthe m. State may supplement the amount withoUi uddltional mmchlng 
fonds from the Federal government. 11se JOBS program provides rehohorsernent to porticlpants for 
transportation and other costs necessary to enable individuals to participole In JOBS. 11se Federal 
government mmche'the Slate agency costs up to SQ$, State ageBeIa describe I. their State plans 
the monetary limits to be applied to transportatlnn and otker support services. 
RecomflUlndation: c01!/orm E&T reimbursement policy with JOllS policy. 

(a) 	 Confonn Food Stamp E&T reimbu.......t policy to JOBS reimbursement policy by 
eliminating the $25 maximum and allowing State agencies to specify monetary limits to be 
applied to trarnportation and related expenses. 

3. 	 FOOD SrAMP E&T DEPIlNDENT CAllE ElrnMYnONS 

11se Food Stamp E&Tprogram allows $10" agencies to =mpt certain Individualsfrom participolion 
in program dctivities. Currently, State agencies may exempt from work registration a parent or other 
household member wIw Is responsible for the core ofa dependent child under age 6 or an 
incapacitated person. State agency may require the ptlf'tn/ or other caretaker relative ofa chiJd 
ander age 6 to participate In JOBS. liuwever, f1I4nda1ory Individual must be assured by the State 
agency thot child care will be guaranteed and thot s!he w/UMI be required to participate more tbon 
2Q hours per week. A parelll or relative wIw Is personally providing care for a child ander age 3 (or 
younger at State optic.) Is automatically exempt from JOBS porticipolion. CUnformlng Food Stamp 
E&T exemption provisions/or dependent caretakers to the JOBS criten"o would require a greater 
percentage qfthe Food Stamp population to register for work at the lime ofuppllcatlonfor benejlts, 
thereby reaching a greater proportion ofthe employable Food Stamp population. 
RecommendaJ/Qn: co1!/orm E&T aemptlon provisions with JOBS criteria. 
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4. PERro_CE FlrNrnNG FOR FOOD STAMP E&T 

Currently, the Fcod Stamp E~Tpro8ram distributes $75 million as a Federal grant to State agencks 
for the adminlstratkm oftheir E.!cT programs. Of this $75 million. $6() million is distributed 
according to each State's proportion ofwork registrants (IW"P'rformana:junding). while lhe 
remaining $15 million Is based on Slate program performance. This option \WJuld eliminate lhe $15 
million performance jUnding category for Food Stamp E.!cT. The USDA would distribute lhe enllre 
$75 milium based on the nonperformance formula. 
Recommendation: eliminate the $15 million performance jundlng caJegary. 

(a) Eliminate the S15 million performance funding category fur Fond Stamp E&T. 

(b) Distribution of Federal funds for E&T will be based according to each State', proportion of 
wort registrants. 
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Moreh 7 

JOBS AND TIME LIMITS 


I. 	 PROGRAM I!NR<lLLMEm' 

Current Law 

The Family Support Aa mandated tiuIJ upon enrollment into tlte AFDC program. the State must make 
IJI! Initial as.'mment ojappl/conts with respea to child care needs. skills oj the applicant. prior work 
experience, IJIId employalJility ojthe applicant. On the basis ojthis assessment. the State must 
develop IV! rmp/qyaIJility plan jor the applicont. The S- may require partidpontS to enter tnto a 
jormat agreement which specifies the partlclpanJ's obIlgal/OIIS under the program IJIId the aalvitles 
IJIId services provided by the Stale. The employalJllity plan Is ""t considered a controC/. Statts may 
require some appllCOIUs to undergo job search activities lor 8 weeks and (JJJ addiliolUJl 8 weeks for 
AFDC redp/l!tItS. 

At the point ojthe intake process. app/iCOllJS willieam oftheir specific respensibilit.ies IJIId 
expeaal/om regarding the JOBS program IJIId time limllS. All Stales IJIId applicants wlIllIOW be 
requlrnd to enter Into an agreement spec/hlng the responsibilities oj<och party. This will be 
accomplished through a lIWtual respensibility agreementlJlld on employability plan. While the mutual 
responsibUity agreement will outline a general agreement. the employalJllity pion will be jocussed On 
the specific empIoyment-relOled needs ojthe appliCOllJ. Although these are not legal COIllrQ<ts. these 
agreements wtll serve to refocus the direction 0/ the welfare program. 

Rationale 

StOles must change the eu1ture ofthe welfare system by changing the expectations ofboth applicants 
and case workers. 1his can be done by mod/hillg the mission ofthe welfare system at the point oj the 
tlllake process to stress the shift from eligibilll)! IJIId benefit detennllU1Jlon to employmellllJlld access to 
education and /ralning. The mutual obligations ojtlte State IJIId tlte peniclpanJ must be spelled OUI 
and enforced, JOBS programs must continue to be utilized as an entity designed to link clients to 
services in the communily. 

(a) 	 AU applicants. upon enroHmentj will be required to sign a Mutual Responsibility Agreement 
with the State specifying the general responsibilities of both the participant and the State 
agency under the revised transitional assis.tance program, 

(b) 	 Upon enrollment, all appHcants must be provided with infolIDation about the revised lOBS 
program and the time limit on casb assistance, Each applicant would be informed of the 
number of month. of cash assistance for which be or 'be was eligible (e.g .• 24 for first-time 
applicants). 

(e) 	 The Mutual ResponsibUiIy Agreement shall not be a legal contract. 
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2. 	 EMPLOY ABILITY PLAN 

(a) 	 Change current Social Security Aa language that a State "may" require the participant to 
enter into an agreement with the State agency to follow the employability plan as developed to 
"must... 

(b) 	 Add language requiring States to complete til. assessment and employability plan witllin a 
period of time (e.g., 90 days from date of application) specified by tile Secretary of Healtll 
and Human Services. 

(c) 	 The employability plan sball specify a time frame fur achieving self-sufficiency and !be 
prescribed activities WQuJd be designed to enable the partiCipant to obtain employment within 
this time period. 

(d) 	 Amend section 482(b)(I)(A) by ndding 'literacy" after the word "skills.' 

3. 	 JOBS-PRFJ' 

Current Law 

States must require non-exempt MDC recipients to participate In the JOBS progratn to the extent tlulJ 
resources are available. Exemptions under the CUf'l'<nt JOBS progratn are for tlwse appllcmus and 
recipients ..no ore iii, Incapacitated, or ofadvanced age; needed In the IuJJne because oflba Illness or 
Incopaciry Of_her fatedy member; the cartU1ker of" ddJd under ace 3 (or, at State option, age 
I); employtt! more lban 30 banrs per week; a dependant child under age 16 or atrendlng a full time 
educational program; """",n In the second and tlUrd trimester ofpregllll1lCY; and residing In an area 
where the program Is not avaiJoble. The porent ofa child under age 6 (but older than the agefor .n 
esemprlnn) ..no Is personatly providing care jor the child may be required to participate only If 
participaJion requirements are limited to 20 MurS per week and child care is guaranteed. For AFDC
UP jamUies, the exemption relatl.g (a the age ofa child may only apply to one parent, or to neither 
parent IfchUd care Is guaranteed. 

Under new provisions, a greater number ofparticipants Mil be JOBS-mandatory. Single-parent and 
two-parentfated/es will be trealed similarly under the new JOBS system The current exemption 
palicy, which is based on an individual's characteristics, will be rep/1Jced with a palicy which will 
aliow persons not yet ready for partiCipation In JOBS to be assigned to ,he JOBS-Prep program. 

Rationale 

In order to change the culture o/-we/fare. it is necessary to stress the ilIIpol1ance o/full participation 
in ,he JOBS progratn. It Is also ImpartatU to ensure tlulJ ali welfare recipients ..no are able to 
participate In JOBS have such services made available to them /)y the States. Elimination of 
I!W1I{Jdons sends a strong message tlulJfull paroclpatlan ill JOBS sbanId he the normalflaw of 
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events, and not lhe exception. 1he JOBS-Prep program gives States the abiJity to consider differences 
ill the ability to MHf and parti.clpate in educmioll and training activities, 

(a) 	 Adult recipients (see Teen Parents below for treatment of minor custodial parents) who were 
not able to work or participate in education or training activities (e.g •• due to care of a 
disabled child) could be assigned to the lOBSRPrep program either prior to or after entry into 
the JOBS program. For example, if an individual became seriously III after entering the 
lOBS program, he or she would then be placed in the JOBS-Prep program. 

(b) 	 Persons in the JOBS-Prep program WQuld b. expecte<l to engage in activities intended to 
prepare them fur emplnyrnent and/or the JOBS program. The employability plan for a 
recil~ien! in JOBS-Prep would detail the steps, such as finding permanent housing or obtaining 
medical care, needed to enable him or her to enter the JOBS program. Services for disabled 
Qers9ns could be made availabh~ as nan of the lOBS-Prep program. 

Recipients net likely to ever participate in the JOBS program (e.g., those of advaneed age) 
would not be expected to engage in JOBS-Prep activities. StlItes could, however, make JOBS
Prep services available to such persons. For individuals whose are expected to enter the 
JOBS program shortly in any event (e.g., mothers of young children), JOBS-Prep activities 
could be provided, when appropriate, to address any outstanding barriers to successful 
participation in JOBS. 

. 
The JOBS..prep program would not be as service-intensive as the lOBS program. States 
would not be required to guarantee child care or provide other supportive servi~ for persons 
in the JOBS~Prep program. No monitoring requirements or sanctions would be established in 
statute. 

(c) 	 Persons in JOBS-Prep would not be subject to the time limit, e.g., months in which. 
recipient was assigned to JOBS-Prep would not coon! against the two-year limit on cash 
benefits. 

EXAMPLE: 
An individual app_ for C4Jh ~ in lant14l)' of 1996. 81» And her euewomr dClign an employability plan in 
Match of 1996 and mo begins patticipating in 1M JOBS pl"Ognm activitie. in the plan. In September 1996, bet 
f&Uw bo¢¢mcI wrioutly ill and .110 ill fICOded in the homo to t.tro for him, At lhat point••he if plAud ill the lOBS-
Pn:p progmm, Her JOBS"Prep eue~ auilts her in obWntng medical care lor her fllhu. Her ~'. 
conditioo improve. and by Augutt 1997 he. pi) Ioll8l,lr rcquWt fuU-timo earo, AI of AugtW 1m. me it digiblo fOr 
16 moM montJu: of euh auiMnco, 51» Rl><tltCn the JOBS prognm atMi ~ tho 24--monih time limit in 
NOV<:mbcr 1998. At thIIl paint, however, • it only foor rnonthiI from completing her t..iomI;:;d pJ"*Ctiesl Nu..,. 
(LPN) ~ She it then grantbd • 4-mooth ~ to flrtlth hot U'N tnUning. 

(d) 	 The lOBS-Prep placement polley WQuld take the fullowing form: 

A parent of a child under one, provided the child was conceived prior to the family's 
most recent application for assistance. would be asSigned to the JOBS~Prep program. 
A parent of a child conceived after the most recent application fot assistance would be 
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placed in JOBS-Prep for a twelv<>-week period following the birth of the child (consis
tent with the Family and Medical Leave Act)_ 

States would have the option of requiring even parents of a child under one conceived 
before the application for assistance to participate in the lOBS program, rather than 
assigning such parents to the JOBSMPrep program. In States electing this option, only 
parents of a child under twelve weeks old, regardl"'" of the date of conc.p1ion, would 
b. assigned to JOBS-Prep. 

States would be permitted. in additjon, to place up to a fixed percentage of all .ad.uh 
recipients in JOBS~Prep for cdteria other than age of youngest child. The percentage 
(e.g .• 20%) would be set by the Secretary of Health and Human Services. 

(0) 	 Ground, for assignment to JOBS-Prep would not be specified at the Federal level. either in 
'talllte or regulation, but St>tes would be required to establish such criteria. 

(f) 	 The percentage cap would in general apply regardless of bew broadly or narrowly a Slate 
defined the criteria for placement in JOBS-Prep. In other word,. a State which defined 
grounds for assignment to lOBS-Prep so broadly that the number of persons qualifying for 
lOBS-Prep seriously exoeeded the cap would still be limited to the ClIpped level. States would 
be pennitted, in the event of extraordinary circumstances, to apply to the Secretary to have 
the percentage ClIp lifted. 

(g) 	 Recipients who would otherwise have been placed in the lOBS-Prep program would be 
permitted to volunteer for the JOBS program. States would have the option to apply the time 
limit to such persons and would be required to notify each volunteer as to wbether he or she 
were subject to the time limit. 

4. 	 DEFINITION 01' TIME LiMIT 

CUrren\Law 

The AFDC program provides cash assistance to iwusebetds I. which needy chUdre. have hee. 
deprived ojparellloJ support (Section 401, Soc/Q/ Security A(1). including two-pare/1J houseluJlds /n 
which the prlncipoJ eanw is UIIeI1IjJ/oyed (AFDC-UP program, Sectlo. 407). Operatl.g wlthl. broad 
FederoJ guidelines, States set standards used to determine need and payme/1J. In order to he eligible 
for AFDe. the houselwld's gross income cannot exceed 185 percent O/Ihe State's need standard 
(Section 402(0)), Its countable Income must be less than the need standard, and the tOloJ voJ.. oj Irs 
assets must be below the limit sel Uy the Stale. • 

The cosh assistance is provided to. and accounts for lhe ""ed, of. the parentis) or other Ci1f'etaker 
relalive, as well as tht depende1lt children (Section 402(0) and others, Sorial Security Act). Some 
Stales (those which did not have an AFDC-UP program in place as 01 September 26. 1988) are 
permitted 10 pille. a type 01tIm£ limit on pardclpotion In the AFDC-UP program, restricting 
eligibilityfor AFDC-UP to 6 IMW in any 12-monlh period (Section 407(b)). Thirteen stales 
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Draft -lor dilcwriort only 	 Much 7 

presently Impose time limits on AFDC-UP eligibility. Under current law, however, nn other type of 
Time limits may be placed QII participalioll in the AFDe program, 

Most ofthe _Ie who enter the welfare system db nnt Slay on AFDC jOr maay years consecutively. It 
is much more commJ,mfiJr recipients to move in and out a/the welfare system, staying a relattvely 
brief perioo each time. 1\ro out ifevery three persons who enter the welfare system leave witldn tlro 
years and fewer than one i. jive spendsjive consecutive years on AFDC. Halfofthose who leave 
welfare, Iwwever, return within tlro years, and three ofevery four return at some point In the jiaure. 
Most recipienl3 use the AFDC program not as a pernument alternative to work, but as temporary 
assistance during times ofeconomic difficulty. 

While persons who remain on AFDCfor long periods at a time represent only amodest percentage of 
all people whn ever enter the system, however. they represent a high proportion 0/tlwse on welfare at 
any given time. A/thangh maay face very serious barriers to empIaymem, Inclutilng plryslcal 
disabilities, others are aiJle to work but are nnt moving in the direction ifself-slifficiency. Most /ong
term recipients are IWt on a m:tck toward obtaining tmplcymenJ that ¥Jill enable them /() leaw! AFDC. 

The proposal would Impose, on adults, a camaiatlve time limit of"'" years on the "'''''/pt ofcash 
assistance, with defertais ofand extensions to the time limit to be granted under certain 
circUlnSttlllcts. Months in which a recipient was working TxuNime troUJd not count against the time 
limit. "lJJe tv.<>-year limit would be "newable-once an Individual ltift Wl!lfare, he or she would begin 
to earn back eligibtllty for assistance. 

"lJJe lWO-year time limit is pari ifthe overall effort to shift the focus ofthe welfare system from 
dlsburslngjunds to promoting stlf-sl!!ficlLncy through work. This time limit gives both recipient and 
the welfare agency a structure that necusllates steady progress in the direction ofempIaymenJ and 
economic /odependence. As discussed elsewhere, recipients who read! the lWO-year time limit without 
flndIng a priWJte sector job wt1I be offeredpaiJllc1y subsidized work assignments to enoble them to 
support their families, 

(a) 	 The time limit would be a limit of 24 on the cumulatiV'e number of months of cash assistance 
an adult could receive before being subject to the work: requirement (see :reen Parents for 
treatment of custodial parents under 20). Months in which an Individual was receiving 
assistance but was in JOBS~Prep rather than in JOBS would not count against the 24-month 
time limit. 

(1)) 	 The time limit, as indicated in (a) above, would generally be linked '" JOBS participation. 
Recipients required to participate in JOBS would be subject to the time limit. Conversely, the 
clod: would not tun for pet"'''' ..signed to JOBS-Prep. 

(e) 	 States would be required '" keep records of cash assistanee receipt dating back at least seven 
years, 
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S. 	 APPUCABILITY OF TIME LIMITS 

(8:) 	 The time limit would apply to parents (fur treatment of teen parents, see Teen Parents below). 
A record of the number of months of eligibility for cash assistance remaining would be kept 
fur each individual subject to the time limit. Caretaker relatives would not be subject to the 
time limit. 

(b) 	 In a two-parent family, both parents would be subject to the time limit, provided neither 
parent was placed in the JOBS-Prep program. The family would continue to be eligible for 
benefits so long as one of the two parents had not reached the time limit for transitional 
assistance, 

IlXAMI'LE: 
. A _!.nate {ather with lWQ chiidren who eaIM onto tM rollt twelve moMht ago tMtriea " woman with M childn:n uId 
00 prior wc1faft> ~ Both _ roquin.d to pe.rticiplto in JOBS. 'T"ho family at thi.J poinr .. oligil;ilo (or twenty. 
leur morthI or betiNu. Tho marriA£cc dON not go wclI .00 ~~ a&r tQn mootht. Tbo f~ and rn. 
children allhU point _ eligible (or only two more'montht of cam~. If, on the other band, ~ two hAd 
~ together. tho family would b.avo been cliFblc for 10l.lrttl0n :mot(! months of cub bmefitl. 

Under current law, the second parent in a two-parent family is not exempted from 
participation in JOBS. If, however, a State chose to assign the second parent to JOBS-Prep, 
the second parent would not be subject to the time limit. 'The second parent would then be 
counted toward the. maximum number of adult recipients a State is permitted to place in 
JOBS-Prep. In sucb an instance, • two-parent family could be eligible for as many as 48 
months of cash assistance, as opposed to 24 for a singJe-parent family. Afiajn. this wwld 
only be the case if the second parent were not required 1Q .participate in JOBS. 

RATIONALE: 
While the provision described above might be interpreted to favor twQ-parent families over 
singlewparent bouseholds. its intent is actually to equalize treatment Qf one and two-parent 
families. Applying the time limit to a parent in a two~parent family who did not have access 
f<) lOBS services (due to placement in lOBS-Prep) bot 001 to a single parent assigned to 
JOBS~Prep would constitute, to some extent. a bias against two~parent families. 

NOTE: If • second patent who would otherwise be placed in JOBS·Prep volunteered for the 
JOBS program, tIlat second parent wouid ho subject to tile time limit. 

6. 	 l'llI!N PARENTS 

(a) 	 All CUStodial parents under 20 (hereafter teen parents) would be required to participate in tile 
JOBS program and would be subject to the 24-month time limit. The clock would begin to 
run upon receipt of assistance as a custodial parent. 

(b) 	 Teen parents of very young cbildren would in general be required to participate I. lOBS, 
rather than assigned to the JOBS-Prep program. State criteria for placement in lOBS-Prep 
would have to specify the ground. ror assigning teen parents to JOBS-Prep. 
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(c) 	 Teen parents who would otherwise have reached the time limit would receive: an automatic 
extension to age 13 (19 if enrolled in high sdtool). These extensions W9Uld not be counted 
against the cap on extensions. Teen parents who received the automatic extension would still 
be eligible for the standard extensions (see Extensions). 

(d) 	 Teen parents who had reached the time limit, notwithstanding extensions, would be permitted 
to enroU in job search (and continue receiving cash benefits) for up to 3 months before 
""wing the WORK program. 

(e) 	 States would be required to provide comprehensive case management services to aU custodial 
parents under 19. 

(see Promote Parental Responsibility and Prevent Teen Preman£Y specifications (or a dlseussion 
or all provisions in the plan concerning teen parents, induding further detail on comprehensive 
case mBnagement~l 

7. 	 JOBS SERVICES AVAILABLE TO PARTICIPANTS 

Current Law 

A. range 0/services and activities mU$t be Qffired by States under the CJlrrtmt JOBS program, but 
States are nor required to tmplemeflJ JOBS uniformlY In all pam 0/ th< Slate and JOBS programs vary 
widely among States. 1he "'mce: which must be included are: educational activities, including high 
schaol and equivalent eduCatton, basic lireracy, and English proficiency: Jobs skills training:Job 
readiness activities:Job deveJ/JpIMflJ andjob placement; and suppartive serYices to tbe exleflJlhat 
these ..mces are necessaryJor pan:ldpation In JOBS. Suppa,.,ive ..mces include child care under a 
variety 0/circumstances. and transpmtation and work related expenses. Stales must also offer at 
leas, 2 oJtheJoIlowing services: group and ludlvidual job search: on·th<-Job training (011); work 
suppiemeflJatio. progr/lJ1l$ (WSP); and community work expertence programs (CWEP). 1here Is a 
need 10 expand th< definition and range 0/ semces avaIloble ander JOBS. Slates would maintain the 
flexibility to determine the mix 0/lOBS services available and requlredfor participants. 

1he definition oJsatisfactory particlpat/m! In the JOBS progratn will be brand,ned to Include activities 
that are tmpa"'(IflJ to h</ping iudividual, achIev< self-suffICiency. States will have brand latitude i. 
determining which serYices are provided. Additionally,Job search actlvl'les will be emphasized to 
prrmu>le work aud empIoymeflJ. 

(al 	 Amend job search rules IQ accomplish the fullowing: 

(I) 	 Require Statts IQ include job search among the JOBS services offered; 

(2) 	 Extend permissible period of initial (upon application) job search from 8 weeks to 12; 
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(3) 	 Remove the requirement that job search after initial job-search period may only be 
required in combination with education and training; and 

(4) 	 Clarify the rules so as to limit job search to 4 months in any 12-month period. Initial 
job search would be counted against the 4-month limit, but the 45-90 days of job 
search required immediately before the end of the 2-year time limit (see Transition to 
WorkIWORK) would not. 

(b) 	 Eliminate the requirement that States expend 55 percent of JOBS funds on services to the 
target groups. 

(c) 	 Change the anti-displacement language to permit work supplementation participants to be 
assigned to established unfilled vacancies in the private sector. 

(d) 	 Limit Alternative Work Experience to 90 days within any 12-month period (by regulation). 

(e) 	 Amend section 482(d)(I)(A) by replacing "basic and remedial education to acbieve a basic 
literacy level" with "employment-oriented education to achieve literacy levels needed for 
economic self-sufficiency. II 

8. 	 PART·TIME WORK 

[Detailed specifications awaiting resolution of key questions} 

9. 	 JOBS PARTICIPATION 

Current Law 

Under the FamUy Support Act of1988 which established the JOBS program. certain minimum 
partic/paJlon standards were establlshedfor fiscal years 1!J9().1995 for the AFDC caseload. Stales 
face a reducedlederal maJch rale if those standards are not met. In FY 1993 aI least ll% ofthe 
non-exempt caselODd In each State must participale In JOBS. The standards increase to 15% for FY 
1994 and 20% for FY 1995. There are no standards specified after FY 1995. There Is a need to 
extend and Increase minimum particlpallon standards beyond 1995 In order to Implement JOBS and 
transform the welfare system from an income support system into a work support system. 

In order for tlu.~ JOBS program to become the centerpiece ofgovernment assistance, the JOBS 
program must experience a dramatic expansion 0/ both services and panlclpants. Under the 
provisions ofthe new transitional assistance program, JOBS participation will be greatly expanded 
and increased participation rates will be phased-In until States reach ajult-panicipation modet. 
States will be givenjlexibility in designing systems to achieve these objectives. 
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(a) 	 Alter the definition Qf participation such that an individual enrolled fulJ4ime in an educational 
activity who was making suitable progress would be considered to be participating 
satisfactorily in JOBS (Iry regulaJion). 

(b) 	 Broaden the definition of lOBS participation to include participation in activities, other than 
the optional and mandatory JOBS services, which are consistent with the individual's 
employability plan (agaill. by regulation). The broadened definition of participation would 
include participation in the Small Business Administration Microloan Demonstration program 
or another structured self--employment program. 

(0) 	 Permit States to require a parent of • child under 6 to participate in JOBS for Jll1)re than 20 
hours per week Iproltlblted under curreN laW). 

10. 	 ANNUAL ASsESSMENT 

(a) 	 States would be required to conduct an assessment of aU adult recipients, including both those 
in JOBS-Prep and those in JOBS. on at least an annual basi' to evaluate prog..... toward 
achieving the goals in the employability plan. This assessment could be integrated with the 
annual ellgibility redetermination (soo Reinvent Government Assistance specifications). 
Persons in JOBS-Prep found to be ready for participation in employment and training CQUld be 
assigned to the lOBS program following the assessment. Conversely. persons in the JOBS 
program discovered to be facing very serious obstacles to participation could be placed in the 
JOBS-Prep program. 

(b) 	 The .assessment would entail an evaluation of the extent to which the State was providing the 
services called for in the employability plan. In instances in which the State was found not to 
be delivering the s.pecified education, training andlor supportive services, the agency would be 
required to document that failure and establish a plan to ensure that the services would be 
delivered from that point forward. 

1 L 	 SANCI101<S 

1he sanction for non-romplionc. under the curreN JOBS program is the loss Of the non-campllant 
indlvidual's share ofthe grant. undl the foilure ro comply ceases. In the event ofsubsequent ""n
compliance. the sanction Is a minimum of3 ""'lithe for the second failure to camply, and a minimum 
of6 nwll1hs for all subsequell1 non-comp/lance. 1he Stale. iwwever. catlll(Jt sanction an Individual for 
r¢Jslng to accept Ill! offer ofemploy""mt. if tlult employment would result in a net loss of Income to 
the fandly. 

Forsanctioned __pareN families, both pareNs' shares ofthe total be1ll!fit are deducted from the 
family'S granJ. ualess the second parell1ls participating satlifacrorily In the JOBS program. 
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Under these provisions. SllJJes would gain some flexibility regarding sanction policy but much ofthe 
cumnr sanction policy would remain iruQct. 

(a) 	 Program Interactions: 

I. 	 Sanctioned families would still have access to other available services, including lOBS 
activities, child care and Medicaid. 

2. 	 Sanctioned months: would be counted against the time lUuit on cash benefits. 

ISSUE: 	 Should sanction policy be adjusted to conform with the APW A recommen
dation of. sanction equal to 25% of the total of AFDe plus food stamps? 

(b) 	 Eliminate the requirement that States establish a conciliation process for resolution of disputes 
involving JOBS participation. States W()uld still b. required to provide an opportunity for a 
fair bearing in such instances, 

(c) 	 Lift !he prohibition against imposing a sanction on a parent of a child under 6 fur faUure to 
ac«pt an offer of a 2{)..plus hour per week job. 

(d) 	 Change the statute such that for sanctioned two-patent families, the second parent's share of 
the benefit would not also be deducted from the grant~ unless the second parent were also 
required to participate in JOBS and was similarly non--oompliant. 

12. 	 TRANsmON TO WORKIWORK 

(a) 	 Persons would be required to engage in job search during. period of not I... !han 45 days 
(up to 90 days, at State option) imfore taldng a WORK assignment In most cases, Ibe job 
search would be perfunned during the 45-90 days immediately preceding the end of !he time 
limit. An individual who reached the time limit without having finished the 45-90 days of job 
search would not be eligible fur a WORK assignment untU !he required period of job search 
was completed. 

(b) 	 Perso.., wbo 1hrough no fault of their own did not complete the required period of job search 
before reaching the time limit W<)uld continue to be eligible for cash benefits while finishing 
the 45-90 days. Individuals who had refused to perfurm this required job search, ei!her 
before or after reaching the time limit, would not be able to receive cash benefits while 
completing the Job search period. 

(e) 	 States would bave the option of providing additional months of cash assistance to individuals 
who found employment just as their etigibUity for cash assistance ended, if necessary to tide 
them over until the first paycheck. 



(d) 

(e) 

13. 

(a) 

(b) 

(c) 

M.roh 7 

EXAMPLE: 

January ill the 1ut I'1IDI11h m ~ Ill'Q(lipiottt .. eligiblo for QUh beMliu, At the end of JIUlWll)'. htl find. _job, Ho 

will not, however, f'eC(liV6 W. fu-a p4yoncck until the end of FebJtmy. The SWe would have 1M option of .ioI.4nS (I, 


benefit dx:cl: (Qr the month or FtbNuy, even though he tt&GhDd the time limit in Il1mllllj'_ 


At State option. persons who had left the JOBS progl'3Ji1 for work would still be eligihle for 
selected JOBS services. including case management. 

States wuuld be required to continue providing transitional Medicaid benefits as under current 
law; States would be relieved of this requirement only if and when universal health care 
coverage were guaranteed within the State. 

'I~~1.\,r""
I!xTF.NSlONS \'I.'... . u! cr, 
States would be required to grant extensions to persons who reached the time limit without 1I)If
having bad adequate access to the services specified in the employability plan. 1n instances in 
which a State failed to substantially provide the services. including child care, called for in the f1\ 
employability plan, tile recipient would be eligible for an extension equal to tile number of • lY 
months needed to complete the activities in the employability plan (up to a limit of 24 \ 
montbs). States would be required to take tile results of Ibe annual assessment(s) into account 
in determining if services were delivered satisfactorily. (Office of the General Counsel is 
developing language for this provision! 

PerSQDS, including both teen parents and individuals over 19, elUolled in a structured learning 
program (including, but not limited to, tIlo,e created under Ibe School-to-Work Opportunities 
Act) wou1d be granted an extension up to age 22 for completion of such a program. A 
structured learning program would be defined as a program Ibat begins at tile secondary 
school level and continues into a post-secondary program and is designed to lead to a degree 
audlor recognized skills cortifiOlite. Such extensions would not count against tile cap on 
exten.')ions (see below), 

States woold also be permitted to grant extensions of the time limit under the circumstances 
Iistad below, up to. fixed percentage (e.g., 10%), to be set by the Secretary, of either all 
adult recipients or adults required to participate in JOBS. Persons grantad extensinns due to 
State failure to deliver services. as discussed above, would be included under the cap. 

(\) 	 For completion of. GED program (extension limitad to 12 montbs) 

(2) 	 For completion of bigh school, ~nglish as a Secoud Language (ESL) prog~or 
other certificate-granting training program or educational activity. incJndini post: 
secondary education or a structured microenterprise program. expected to enhance 
employability or income. The extension is contingent on the individual' g making 
satisfactory progress toward attaining a diploma or completing the program (extension 
limited to 24 months). 

skf~ ~ b (/....J j., ...,J....,,;.. 
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(3) 	 For ~ persons who are learning disabled, illiterate or who face other substantial 
barriers to employment. This would include a seriously learning disabled person 
whose employability plan to date bas been designed to overcome that obstacle and 
who consequently has not yet obtained the job skills training needed to secure 
employment (extension not limited in duration). 

(d) 	 Slates would be requiroo to continue providing supportive services as needed to persons who 
had received extensions of the time limit. 

14. 	 I!AlooNG BACK I!UGlB'LITY 

(a) 	 Persons who had left the cash assisUIDco program would earn back eligibilily for months of 
cash assistance at a rate of one month of cash assistance eligibility for every four months 
during which the individual did not receive cash assistance and was not in the WORK 
program. The total months of assisU\Dce for which 0 person was eligible at any time could 
never exceed 24. 

EXAMPLE: 
An individual appllca for auiItance for tho fU'lt titno in hntwy 1m, d not det~ (roln tho JOBS progmm IIIId 
~ a ITPA in-<1l.&u VOC&tianAl training program in Much 1997. She obtainl • private 1tICtn.r p<>aition IUld leave. 
tho JOBS program in Dcoom'bcr of 1997. At thbt point, aM ill c1igiblo for 13 month. of cub uM.anec. Two y¢aft 

le.ter, .he illaid off from her job and iJ unablo to rind another. She n>-eppm:. fM u.itwteo in Pduuuy 2000, 26 
monthl after leaving _lfllttl. At thiJ: pcint. the flu ca.mcd heu.lk 6.S months ofcult ~ (26 tnt&! montha 
divi4cd by 4), which, wbtrt added tQ the originAl 13 I'tli.'ltlthl, ,we. her 19.5 I'tli.'ltlthl of eligibility ~S' 

(b) 	 Persons who left the WORK program would also ho able to earn back months of cash 
assist>nce, jus, as described in (0). 

NOTE: A generous "earn4>ack" provision wuld contribute to minimizing the number of people 
entering, or re-entering~ the WORK program. 

ISSUE: 	 Should Slates be given !he option to Bmit !he ntllllber .r montbs an 
individual could earn back (I.e., short of the 24-m0ntb limit on cash 
assislanco)? 
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JOBS AND TIME LIMITS 

- 1. PROGRAM ENROLLMENT 

The Family Support Act IIUlIUil1led lhat upon enrollment into lile AFDC program, lile Siale mUSlI1U1iu! 
an initial assessm;:nt ojupp/icants will! respect 10 child care needs, skills oj tile applicant, prior _k 
experience, and empIoyabUity oj lile applicant. On tile ba.rls of IhIs assessment, lile Sil1le musl 
develop on employability plan for lile applIcant, The Siou may requIre portIcIpcnts t. enter Into a 
formal agreement whIch specifies tile pcrticlpant's obligations under lile program and lile activities 
and seroces provided ity ,lie SIlIU. The emp/oyal>UiI)' plan Is 110/ considered" contract. $'l1Ies may 
require some appIU:liJUs 10 undergo jab search actIvities for 8 weeks and an additional 8 weeks for 
AFDe recipients. 

At ,lie point oftile Intake process, applicants will learn ojtllelr specific responsibilities and 
expeaaJi01u regarding the JOBS pmgrom and lime~lim1ts. All Slales and applicants will now be 
required to enter Wo an agreement specifying tlu! responsibilities ofeach party. This will be 
accomplished through a social COlUraCl and an employability plan, While the social contract will 
outll"" a general agreement, tile employability plan will beJocussed on ,lie specific employment 
ridated needs o/the applicant. Although these are IUJIlegal COflJracts. these agreements will serve to 
refOCUS the direction ofthe welfare program. 

Rationale 

States must change the culture ofthe IN(!lfare system by changing the expectaJions ofb()lh app/ican/s 
and case workers. 11Us can be done ity mndifying lile mission of lile we1jare system at 1M point of tM 
illlake process to stress, the shift from eligibility and benefit determilUUlon to employmem and access to 
education and training. The mutual obliga/iol'lS ofthe State and the participant must be. spelled out 
and erifarced. JOBS programs must cominue to be milized as an entity designed t(} link c/lttUS to 
services in the communiJy. ' . . . . 

(a) 	 .~t 'appliCants, upbn ~oum~t. will b¢'req~i~~ "to ~ig~ a Social CQrltract with the State'" 

specifying the responsibilities of both the participant and the State agency under the revised 

transitional assistance (JOBS) program and under a program of time-limited assistance. 


(Il) 	 Upon enrollment. aU applicants must be provided with information about the revised JOBS 

program and informed of their status regarding eligibility for transitional assistance, 

specifically the amount of time of remaining eligibility. 


(e) 	 The Social Conrcact shall not be a legal contract. 
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2, 	 EMPI..OYA8ILJTV PLAN 

(a) 	 Change current SSA language that a State '"may" require the participant to enter into an 
agreement with the State agency to follow Ute employability plan as developed to "must." 

(b) 	 Add language requiring States to complete the assessment and employability plan within a 
time~frame specified by the Secretary of Health and Human Services. 

(c) 	 The employability pJan shall specify a time·frame for achieving self-sufficiency (pursuant to 
the sections regarding time-Umited transitional benefits) and the prescribed activities shan 
reflect the needs of the participant to successfuUy meet this tittle'-frame. 

3. 	 DEFEiUlAl.S UNDER JOBS 

Current Law 

SUHes must require lIIJrt-exempr AFDC reciptents (() participate in the JOBS program to the ment that 
resources are available. ExemptiMs under rhe c:urrem JOBS program are for tlwse applicants and 
recipients who are ill. inctIpOcitaJeIi. ()t' 0/advanced age; needed in the MhU! because ofthe illness or 
incap4City ofanother family member; 1M C(lfetaker ofa child under age 1 (or, ar Stale option, age 
I); employed more than 30 Iwurs per _,,: a dependant ciIiId Ullder age 16 or l11tellding afuJl t/we 
educational program; wotn.!n in the second and third trimester ofpregnanCy; and residing in an area 
where the program is not available. "I'M parent c/a child under age 6 (but older than the agejor an 
exemption) who is pel"$OlUllly providing care for tilt child may be required to partidpOle oniy if 
participation requirements are limited (() 20 hours per week and child care is guaranJeed. For AFDC
UP families, tM e:umption relating to the age ofa ddld may only apply to one parent, or to neither 
parent ifchild care is guaranteed. 

Under new provisions, a greater number a/participants 'Will be JOBS malUlatory. Single-parent and 
~parent families will be treated similarly under the new JOBS system. 11u! current exemption 
policy, which is based on an ladividuai's characteristics, will be replaced with a poliCY which will 
allow jor temporq.ry dejermenijrom participatiO,rt requirements for.good cause as determined /Jy'thtl
State. . 	 .. 

Ratiooile 

In order to change the culture o/welfare. it is necessary to stress tire importance a/full particlpation 
in tilt JOBS program. It is also Importanl to ensure tJuu aI/ welfare reciplenJs who are able to 
porticipate in JOBS have such services made available to thtm by the StOles. Elimination of 
exemptions sellds a strong "",,,age tJuu jiIIl porticipation in JOBS slwuJd be the IIOnnal flow of 
events, olld not tbe exception. A limited defe_1II policy gives tilt SImes the flexibility to temporarily 
excuse recipients from panicipalwn wIw are unable due 10 g{J()(/ cause, 
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(a) Adult recipients (see Teen Parents below for treatment of minor custodial parents) couJd be 
deferred from participation in the JOBS program either prior to or after entry into the 
program. For example, if an individual became seriously ill after entering the JOBS program, 
he or she could be deferred at that point. Months in which a recipient was deferred from the 
JOBS program would oot roum against the time limit. 

EXAMPI.E: 
Nt individual appUet fur cuh ...~ ill JMU4IY Qr 1m. $he! Md ~ ~"MJfker 4elign an employability plan in 
Muclt of 1m and the bcgmt putlciJHlLlng in tM JOBS propm ~ in tho plM. In September 1996, hef" 
father ~ Krioualy ill &ad w II nocded in tM home to care for him. At that point, the is d¢!uTcd (rom lOBS 
p.Mie~ Hu 4dUfi'llCd wu rQl' ekvttlll'lOl'liiu. until Auguat 1m. ~ her (alhcr I'OCI1!!'en and 00 lonaer 
Rl<}l.Ii~ (uU-Wnc ~ ".. or Auguat 1997••he .. digib1c for 16 more 'mOfIlhs of cub utl.1:tmee. She ~nI !he 
10as program and ~~ 24-mooth lirM limit in N<wemht:.r 1m., At that pouw., hc»wovcr, w a only rOOf 

fI'lIXIl.h. (rom ~leting h¢r Licen.od ~ Nu:wo (LPN) ttaWng. $~ iI then ~ • 4-ll'KlPlh ~ to 
fWab her LPN tnUrUng. 

(b) Defeml policy would take the following form: 

A parent of a chiJd under one, provided the child was born either prior to or within 
10 months of the family's most recent application for assistance, would be deferred 
from participation in the JOBS program, A parent of a child born morc than 10 
months after the most recent application for assistance would be deferred for a 120
day period following the birth of the child, 

States: would be permirted~ ,"fl..addition, to defer up to a fixed percentage (e.g,! 20%). 
with the number to be set by the Secretary, of all adult recipients under the following 
criteria or for good cause as determinoo by the State (see attachment on participation 
standards for discussion of the numerator and denominator for this calculation): 

(1) Inness, including mental illness, incapacity ot' advanced age; 
(Same as current law) 
Isee specifications on substance abuse for discussion of the approach for 
persons with drug or alcohol problems] 

(2) N~ed in the home to care fOf anotller member of the household who 
is'ilI or incapacltatoo; , 

(Same as current law) 

.. 

(3) Second or third trimester of pregnancy; and 
(Same as current law) 

(4) Living more than two hours round..-trip travel time (by public 
transportation or by car~ whichevef is applicable) from the nearest 
JOBS program site or activity_ 

(Same", current law, specifically CFR 250.30.5) 
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Dependent children. other than custodial parents. would not be required to participate 
in the JOBS program and would not be included in the denominator for the deferraJ 
calculation. 

ISSUE: 	 Should States be required to defer persons meeting the criteria specified abovet 

unless such persons volunteer to participate in JOBS (similsr to current law)'! Or 
should the criteria above be considered guidelines, with States permitted to 
"'Iuire some persons meeting the criteria above to participate in JOBS, if 
appropriate? 

(e) 	 Recipients who would otherwise be deferred from the JOBS program would be pennitted to 
volunteer for the program, but such persons would then be subject to the time limit. States 
would have the option of giving first consideration to volunteers but would not be required to 
do so. 

(d) 	 When appropriate, persons deferred from the JOBS program would be required to engage in 
activities intended to prepare them for the JOBS program. The employability plan fur a 
deferred recipient would detail the Steps. such as finding permanent housing or obtaining 
medical care, needed to enable bim or her to enter the.JOBS program, Services for disabled 
t>,ewns could be made available as Dart of the nre:-JOBS pbu~. 

Recipients not likely to ever participate in the JOBS program (e,g,~ toos.e of advanced age) 
would not be required to engage in p['e~JOBS activities, but would have access to pre-JOBS 
services. For individuals whose deferral is expeeted to eod shortly in any event (e.g., 
mothers of young chUdren). pre-JOBS activjties would be intended to address barriers, if any. 
to successful participation in JOBS. 

The pre-JOBS phase woold not be as service-intensive as the JOBS program. States would 
not be required to guarantee child care or provide other supportive services for persons in the 
pre--JOBS pbase, Monitoring wOuld be relaxed considerably relative to lOBS. States would~ 
however. have the option to sanction persons in the pre-JOBS phase for not following through 
with the steps in the employability plan. 

RATIONALE FOR PRE-JOIlS: 
Requiring at (east a modest number Of recipi~nts (e.g.: 10% of those deferred, with the 
number to be determined by the Secretary) deferred from JOBS to participate in pre-JOBS 
activities would encourage States to devote some :.ttenlion to deferred persons. A pre-JOBS 
phase might. to some extent. assuage concerns about the magnitude of the deferral rates. 

4; . 	 DmNmON OF TIME LIMIT 

The MDe program provides cash assistan~ to households in which needy children have been 
deprived ofparenJal s""pan (Section 401, Social SecuriJy Act), Including rwo-porelllMus<lwlds in 
which lhe principal earner is =mployed (AFDC-UP program, Sectian 407). Operating within brood 
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Federal guidelines, Stales set standards wed to detennine need and payment. In order to be eligible 
for AFDC, W Iwusehold's gross income tXilflWt exceed 185 percent oflhe Stale's need stantiard 
(Seerion 4()2(a)), ils countable income must be less than the need standard, and the toral value ofits 
assets must be below lhe limlI set IJy the Sl:Jle. 

'lhe cash assistance is provided to, and accountsfor the needs of, (he parent(s) or other coret""'r 
relative, as well os the dependent children (Section 4(12(0) and orhers, Social Security Act). So,"" 
States (those which did nat have an AFDC-UP program In place as ofSeptember 26, 1988) are 
permitted to place 0 type ifthee limit on ponteipation In the AFDC-UP program, reSlrlctlng 
elig/bUily for AFDC-UP to 6 months In any 12-mmuh period (Sectlan 407(b)). 1hltteen Slates 
presemly impose lime limits tm AF£)C-UP eliglbUily. Under current law, however, no other type of 
thee limits may be placed OIl partlcipatian in the AFDC program, 

Mast of the people who enter the welfare system db nor stay .n AFDC for '"""Y years ctmSecutively, It 
is much more common for recipients 10 move In and out ofthe wei/are system, staying a relatively 
briefperiod each time. 7Wo oUl ofevery three persons who enter the welfare system leave within llro 

years and fewer thon one In five spends fiW! consecutive years on AFDC Halfofthose who leave 
welfare. Mwever, return wilhin two years, and three 0/every four return at some poilU in the future. 
Most recipientt use tM AFDC program JUJt as a permanent alternative to wrk. but as temporary 
~sistance during limeS oJ econamk difficulty. ' 

While persons who remtJin on AFDCfor long periods at a time represent only a nwdest percentage of 
all people who ever enter the system, Iwwever, they represent a high proportion o/those on 'tVelfare at 
QJf)' giW!n lime, Although '"""Y face W!1)' serious ~rs to employment, Induding pilyslcal 
disabilities. others are able to work but are not moving in lhe direction ofself-sufficiency. Most iong
term recipients are not on a track. toward obtaining employ~1U tJuu will enable them to leave AFDG. 

The propqsaJ would impose. on adults. a cumulative time limit offi«) years on the receipt 0/ cash 
asslsumce. with dt/errals ofand extensions to the time limit to be granted wuler certain 
circumstanCes. Months in which a recipl.ent was working part-time would not count against the time 
limit '!he fltIO-year limit would btfrenewabie-(Jnce an individual left welfare. he or SM would begi(l 
to ellf"n back eligihi~ity for. ~sislance. . 	 '.' , . 

'lhe __year time limit is pon ofthe overall effort to shift thefocus af,he welfare syswnjrom 
disbursing funds to promoting selJ-suJllc/Jwcy through work. 7his thee limit gives both reclpient andi 
rhe welfare agtmcy a structUre lluu necessitates steady progress In tlu! direction Of emploYmt!nt and 
economic independence. As discussed elsewhere, recipients wIw reach the two-yeor time limit witlwut 
finding a private sector j<Jb will bt. offered publicly subsidized ~rk assignments ro enable them t(J 

suppart their families, 

(a) 	 The time limit would be a limit of 24 on the cumulative number of months of easb assistance 
an adult could receive before being subject to the work. requirement (see Teen Parent.$ for 
treatment of custodial parents under 20), Months in which an individual was receiving 
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assistance but was deferred from the JOBS program (not required to participate) W{)uld nol 
count against the 24-month time limit. 

(b) 	 The time limit, as indicated in (a) above, would be linked to JOBS participation. Recipients 
required to participate in JOBS would be subject to the time limit. Conversely, the clock 
would not run for persons deferred from JOBS participation. 

S. 	 APPLlCAllILITY OF 'fiME LIMITS 

(3) 	 The time limit would apply to parents (fot treatment of teen parents, see Teen Parents below). 
A reoord of the number of months of cash assistance received would be kept for cadi 
individual subject to the time limit. Caretaker relatives would not be subject to the time limit. 

In a two~parent family, both parents WQuld be subject to the time limit, provided neither 
parent was deferred from JOBS. The family would continue to be eligible for benefits so 
long as one of the two parents had not reached the time limit for transitional assistance. 

EXAMPLE: 
A .in&lo f.uww with two ;:.hildml who ()4ffi(I 0fIt0 the to~ twcllfO montt.. .go ma.rriu « WOlUlltl with no clilldren and 
no priot we1f.w: te¢llipt. Both a.re requir«! to participate in lOBS. The fumly ti mi. point is digible for twwty· 
rOUt momhs of benri"1U., The 1'IW1'i.ag¢ does not go well 1tnd they ~ aftct (.(n rnotlthI, The father and h.iJ 
o:hildnm tit thla poIaf IU'O> eligib«< for only two< more m<:>tUla of cuh UB~, If, on the ~ 1wId, the twQ hIsd 
~ together, tM family ¥h;'>UkI have been eligible for f~~ tnOnIM or euh beoefa.. 

Under current Jaw, the second parent in a two-parent family is not exempted from 
participation in JOBS. If, however, a State chose to defer the second parent from JOBS, the 
s.econd parent would not be subject to the time limit. The second parent would then be 
treated as any other deferred recipient-counted toward the maximum number of adult 
redpients a State is pennitted to defer (see Defeo:31i above). In such an instance. a two
parent family could be eligible for as many as 48 months of cash assistance. as opposed to 24 
for a single~parent family. Again. this would only be the ease jfthe second oarent were 
deferre<i from !homoS U!llIWIlII. 

RATIONALE: 
VVbiIe the provision desqribed :above might be jnterp~ to favor ~"Parent families." ov"ef' 

, singte"Parent hoUseholds, its intent is actually to equalize treatment of one and two;.parent 
families. Applying the time limit to a parent in a two-parent family who did not have access 
to JOBS services (due to deferral) but not to a deferred parent in a one--parent family would i 

coDstitule, to rome extent, a bias against two-parent families, 
NOTE: If a second parent who would otherwise be deferred volunteered (or the JOBS 
progflllll. that second parent would be subject to the time limit. 

6. 	 TEEN PARENI'S 

(a) 	 All custodia) parents under 20 (hereafter teen parent ..) would be required to participate in the 
JOBS and would be subject to the 24-montb time limit. The clock would begin to run upon 
receipt of assistance as a custodial parent. 
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(b) 	 Teen parents who would otherwise have reached the time limit would receive an automatic 
extensions to age 18 (19 if enrolled in high school). These extensions would not be counted 
against the cap 01'1 extensions. Teen parents who received the automatic extension would still 
be eHgiblt: for the standard extensions (see Ih;fensions). 

(c) 	 Teen parents who had reached the time limit, notwithstanding extensions. would be pennitted 
to enroll in job search (and continue receiving cash benefits) for up to 3 months before 
entering Ibe WORK program. 

[see specifications on prevention ror • discussion or .U provisions in the plan concerning teen 
parentsl 

1. 	 PART-'l'lMIl WORK 

(a) 	 Part-time work: (for persons roceiving cash benefits) would be treated as distinct from both 

participation in lbelOBS program and deferral from 111. JOBS program. 


(b) 	 An individual working an average of 20 or more hours per week or earning at least $400 
during the month would not be required to participate in the JOBS program but )yoyid not be 
CQnside(ed deferred for purposes of calculating the percentage of adult recipients deferred. 
States WQuld have the option or requiring parents of children 6 and over to work at least 30 
hours per week in order to be considered working p'art·time. 

(c) 	 Months in which an individual worked parHime. as defined bere, would not be counted 
against the time limit. Persons working part-time would be permitted to volunteer for the 
lOBS progrnro. Months in which an indiYiduai was working part-time and participating in the 
JOBS program would be counted against the time limit. 

S. 	 JOBS SERVlCF.s AVAILABLE TO PARTlCIP'AJ'I.'TS 

Current Law 

If range ofservic;es and activilies~! be offered by SUJJes under the.cuffem JOBS program. but 
'Stilles are 'not required '0 inipIemenJ JOBS wrifonnly in all pails ofthe Strite and JOBS programs vary 
Widely 'among Slates. The services which mus, b!! included are:' educaIionaJ activilies. including high 
scJwol and equiWllenJ <ducallon. basic literacy. and English profic~ncy: jobs skills ,ralnlng;jalJ 
readinas activities; job development and job placement; and supportive setvices to the extent that ; 
these services are necessary for participation in JOBS. Supportive services include child Cili'e under a 
variety ofcircumstances. and transportaJtoIJ and lW.)rk related expenses. Slates must also offer at 
least 2 of thefollowing services: group and indlvldwri job search; on-tlu!1ab training (OJ7): "",* 

. supplementation programs (WSP); and community "",* experl1!n;;e programs (CWEP). 'There Is a 
need to upand IIu! definition ond range ofservices available under JOBS. Suue.s would maintain the 
flexibility to determine the mix OfJOBS services avai/able turd requiredfor participants. 
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The definition 0/Sarisjadory panic/parion in lhe. JOBS program Jill be broadened to include activities 
t/uJJ are UnportWl1 to helping individuals prepare for work and self-sufficiency. StOles will have brand 
latitude in delennitting which services are provided. Additionally, job search adivitll!s will be 
emp/ulslzed to promote work and err.ptoymen!. 

(a) 	 Amend Job soardt rules to acwmplish the following: 

(I) 	 Require States to include job seardt among the JOBS services offered; 

(2) 	 E.tend permissible period of mandated job seardt for individual applicants to 12 
weeks upon application from 8; 

(3) 	 Remove !he requirement thlIt job seardt after initial job·...rdt period may only be 
required in combination with education and training; and 

(4) 	 Clarity the rules so as to limiljob seardt to 4 months in any 12·month period. Initial 
job search would be counted against the 4-month limit. but the 45-90 days of job 
search requir:ed immediately before the end of the l~year time limit (see TransitiQn to 
Worl:IWORK) would oot. 

(b) 	 EHminate the requirement that States expend 55 percent of JOBS fu~s on services to the 

target groups. 


(c) 	 Change the antiodisplacement language to permit work supptement~tion participants to be 

assigned to established untilled vacancies in the private sector, 


(d) 	 Limit Alternative Work Experience to 90 days within any 12-month period (by regulation). 

9. 	 JOBS PARTICIPATION 

Current Law 

Under the Family Support Ad of 1988. Whlcl! established the JOBS progrnm. certqin minimum 
'participation stalUlards.were established/orfiSCal years Im..J99~ for rhe AFDC caseload. States 
face a redUcedjederm I1UJIch rare iflhose standards are nol met. Tn IT 1993 at feast /1% o!the 

. 	non.-exempl caseload in each State must participate in JOBS, The standards increase to 15% for FY 
1994 and 20% for FY 1995. There are n, standards specified after FY 1995. There is a need to 
extelUi and increase minimum porticipalion standard> beyond 1995 in order to implement JOBS and 
trans/ann the 'K'elfare system from an income support system into a m::l'rk suppcl1 system. The ACF 
curren! budget proposal for phase·in iru:rease in porticlpation standard>for JOBSfrom lhe current 
level to 20% of _ .....mpt case/and In FY 1995. 25% for FY 1996. 30% for FY 1997. 35% for FY 
1998. 40% FY 1999. 45% for FY 20iXJ. 
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Itt order for (he JOBS program to become the cemetpiece of government assistance, lhe JOBS 
program must experience a dramatic expansion ofboth services and panicipants. Under lhe 
provisions a/lhe new traruilimud assistance program. JOBS participation will be greatly expanded 
and increased participation rates will be phased~in until States reach a jull"'fX1l1icipation model. 
States will be givelljlexibUily in designing systems to achieve these objectives, 

ISSUE 

ISSUE: What adjustments. should be made to the 2U hour rule? 

(a) 	 Alter dle definition of participation such that an individual enrolled full..f:ime in an educational 
activity who was making suitable progress would be considered to be participating 
satisfactorily in JOBS (by regulation), 

(b) 	 Broaden the definition of JOBS partidpation to include participation in activities, other than 
the optional and mandatory JOBS servkes. which are consistent with the individual's 
employability plan (again, by regulation), 

(c) 	 Permit States to require a parent of a child under () to participate in JOBS for more than 20 
hours per week (prohibited under current law). 

10, 	 SANCTIONS 

Current Law 

Sanctions for non'"j>Gl1icipation under the current JOBS program result in a loss in the ponton Of 
benefits for the individual not in compliance with required activities until the failure to romply ceases. 
In the event 0/subsequent fWIi""Compilance, lhe sanction. is a minitmmJ of3 nwnthsfor lhe second 
foil"re to comply, and a minimum of 6 momhs JOr ail subsequeIU non-compllance, Additionaily, tM: 
State cannot require a participant 10 accept employment if the net result to the family is a decrease In 
cash inCome, 

For sanctioned lWtJ~parentfiunmes~ both parents' shares of(he total benefit, are deducted from (he 
famUy's grOJU. unless (he second parent is participating satisfactorily in the JOBS program. 

Under:: these provisitJns. Stales would gain. some flexibility regarding sanaion policy but much ofthe 
cuirtlu sanction peliey would remain inuu:t. 

(a) 	 Ptogram Interactions: 

I. 	 During sanction periods, assume an unsanctioned AFDC benefit when calculating 
benefits fot other means-tested programs. 
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2. Sanctioned families would still bave complete access to other availabJe services. 

3. Sanctioned months would be considered months of receipt for c:aiculating time--Hmits. 

(b) 	 Eliminate the requirement that States establish a conciliation process for resolution of disputes 
involving JOBS participation. States would still be requiroo to provide an opportunity for a 
fair hearing in such instances. 

(c) ~ Lift the prohibition against imposing a sanction on a pareot of a child under 6 for failure to 
accept an offuc of. 2().plus hour per week job. 

(d) 	 Change the statute such that for sanctioned two~Patent families, the second parent"s share of 
the benefit would not also be deducted from the grant. unless the second parent were also 
required: to participate in JOBS and was similarly non--compJiant. 

11. 	 TRANSITION TO WORKIWORK 

(a) 	 Persons would be required to engage in job swch during It period of not less than 45 days 
(up to 90 days, at State option) before taking a WORK assignment. In most cases. the job 
search would be perfooned during the 45~90 days inunediately preceding the end of the time 
limit. An individual who reached the time limit without baving finished the 45~90 days of job 
search would not be eligible for a WORK assignment until the required period of job search 
was completed. 

(b) 	 Persons who through no fault of their own did not complete the required period of job search 
before reaching the time timit WQuld continue to be eligible for cash benefits while finisbing 
the 45--90 days. Individuals who had refused to perfonn this required job search, either 
before or after reaching the time limit, would not be able 10 receive cash benefits while 
completing the job search ~riod. 

(c) 	 States would have the option of providing additional months of cash assistance to individuals 
who found employment just as their eligibility for cash assistance ended, if necessary to tide 
them over until the first paycheck. 

. 	EXAMPLE.: 
Jtit\Wlr)' a the lut It"\Ot"Ilh in 'whith .. fOI:lpknt a etig'ibl<:: fer cash bmcfltl, At llw cOO of Janm.ry. he rind... job. He 
will not. ho~r. ~c hit: tU'lt f'Oychc<:k untillhe end Qf FebN4.!Y. 1bc SI..I.te WQUld have the option of il$uing. 
b«lefit (:ne.:k for the month of Mbnwy. evm though he tu.:hM the time litnit in J&IM.WY. 	 J 

(d) 	 At State option. persons who had jeft the lOBS program for work would still be eligible for 
selected lOBS services. including case management. 

(e) 	 States would be required to continue providing transitional Medicaid benefits as under current 
law; States WOUld be relieved of this requiremtnt only if and when universal health care 
coverage were guaranteed within the State. 
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12, 	 EXTENSIONS 

(a) 	 States WQuld be required to grant extensions to persons who reached the time limit without 
having adequate access to the services specified in the employability plan, In instances in 
which a State failed to subs.tantially provide the services. including child care. caUed for in the 
employability plan, the recipient would be eligible for an extension equal to the number of 
months needed to compJete the activities in the employabUicy plan (up to a limit of 24 
mon"',), {Michael Wald Is developing language tor (hi, provision] 

States would also be permitted to grant extensions of the time limit under the circumstances 
listed below. up to a fixed percentage (e.g., 10%. see participation standards attachment fur 
numerator and denominator). to be set by the Secretary, of adult recipients (persons granted 
extensions due to State failure to deliver services. as discussed above. would be included 
under"'. cap), 

(1) 	 for coroplelion of a GED program (exten,ion limited to 12 mon"'s) 

(2) 	 For rompl ..ion of high school, an English as a Second Languag. (ESL) program or 
other certificate-granting training program or educational activity. including post~ 
secondary education, expected to enhance employability. The extension is contingent 
on the individual's making satisfactory progress toward attaining a diploma or 
completing the program (extension limited to 24 months). . 

(3) 	 For .m!llii: pel'$OfiS who are learning disabled. iUiterate or who face other substantial 
barriers to employment. This would include a seriously learning disabled person 
whose employability p~an to date has been designed to overcome that obstacle and 
whQ consequently has not yet obtained the job skills training needed to secure 
employment (extension not limited in duration). These decisions would be made on a 
case~by-case basis. 

(b) 	 States would be required to continue providing supportive services as needed to persons who 
had received extensions of the time limit. 

p. 	 EARNlN(; BACK ELIGIBILITV 

(a) 	 'Persons who had" left the cash assistance program would earn back eligibility for months of 
casb assistance at a rate of one month of cash assistance eligibility for every four months 
during which the individual did not receive cash assistance and was not in the WORK 
program, The total montbs of assistance for which a person was eligible at any time could 
never exceed 24. 

EXAMPUl: 
An indiVWlW IIf'PIieI (or IWiItancc fur !he rlRt time in Iant.LaIj' 1m • • not dcl'ermd from tM JOBS progmm and 
enr.o,. AJTPA in-e1Mt VOClltiotlfl! tnUning progtMt ill Man:h 1m, She obWM .. priVn.lC ~ po.ition a.nd luvOll 
!he JORS progr.m m~r of 1997. At !.hAt point. the aeligible (or I:) mt'If\I:M of eu.h _~. Two)'CAn 
~. the ill laid off f!'Om ~ job And Po unable to fmd arli.1Iho:.r. Shcc rMlpplies for us~ in Fdm.1nty 1000, 26 
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m<mtlu after kavinl ....-dflm, AllhUi point, .00 hu catnod bo.o;k: tj,S ~ of GUh UlisWtee 06 totAl mrmtIuI 
divided by 4), wbieh, when added 10 the.;wigiMl 13 mofllhi, giv~ her 19.5 MOnl.ha or eligibility ~, 

NOTE: A generous "earn-back:" provision could contribute to minimizing the number of 
people re-emering the WORK progra'l1. 

(b) 	 Pen;ons who left the WORK program would also be able t() earn back months of cash 
assistance, just as described above. 

(e) 	 States would be permitted, S\lbject to the approval of the Sccremry of HHS, to implement 
alternate "earn-back" strategies. 
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II. 	 IMPROVING ACCI!SS TO MAINSTREAM IlDUCATION, TRAIMNG AND SELF
EMPLOYMENT OPPORTUMTIES 

Current law 

Utuler tits Family Support Act, w Governcr 0/eilch Stale is required /0 ensure that program 
activities wuler JOBS are coorditUJled with I1PA and olher fe/evaN employment. training. muI 
edUCIlJional programs available In the Statt. Appropriate ""mp'''''nts 0/ the Stale's plan which rel"'e 
10 job Iralnlng and "",* preparation must be consistent with lhe Governor', coordination plan. The 
Stale plan ",,,,,{ be reviewed by a roardlnallng coUllcli. 

The mission 0/the JOBS program will naJ be to creale a separate education and training systemfor 
""!fare reciplelllS, oW rather to ensure lhal they ""'" access 10 and In/ormation about lhe broad 
array 0/existing programs In the mainslream system. The JOBS program needs 10 be redesigned 10 
permit Slates /0 Integrale other employment and Ira/ning programs iato the JOBS program, and /0 
implement "one-Slop shopping" education and training programs. Under current law. slates an 
required to coordinate their JTPA and JOBS programs. The quality a/those linkages varies 
considerably. ExIsting boniers are SlOJuJOry and traditional: others ore regulatory and policy. The 
barriers to b€tter coordinaticn need to be u.amined and addressed. 

OPTION: Interagency board to facilitate coordination 

Staff from the Departments of AgriCUlture. Education. Health &. Human Services. and Labor have 
been meeting to discuss issues of eoordination between employment and training programs in the 
context of ongoing welfare reform efforts. One option available to facilitate coordination is an inter
agency board which wuuJd serve a variety of functiON. However. staff agreed that the scope of the 
board should be broader than welfare reform and waiver issues, and should address workforce 
participation issues among Federal programs in generaL The creation of such a board could be done 
thro~gh executive order and that legislation would not be required, Its introduction could coincide 
with the introduction of welfare reform, or the Workforce Security Act. Staff has identified a 
tentative list of possible functions that such a board may undertake. These include activit!es to: 

• 	 articulate a national workforce preparation and nationaJ self.·sufficiency agenda, and develop 
an overall human investment strategy and plan; 

• 	 consider and establish criteria upon whjch to evaluate and approve waivers from States which 
facilitate improved service delivery among the principle Federal job training programs; 

• 	 explore and promote common definitions, administrative requirements among programs. 
common outcome measures. C(lmtnOn reporting systems, and common eligibility 
determination; 

• 	 set principles in evaluations of workforce programs and strategies; 
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• suggest regulatory and legislative changes to promote improved program operation and 
facilitate coordination; 

• promote objective criteria to evaluate and measure interagency efforts to improve Federal 
program linkages and coordination; 

• promote ooUaboration with the private sector; 

• """gniu and promote technology which facilitates Ibe goals of program improvement; 

• provide a focal point for interaction with States and other entities to facllitate discussions and 
action on program issues; and 

• facilitate technical assistance for improving state and local programs. 

NOTE: 	 Moris ngarding !his board should be lied In t. currenl Interagency discussion 
regarding Human Resour", Developmenl _do. 

OPTION: 	 Optlonalj.;nl planning and adrnlnistr.Uon between JOBS and JTPA: 

The Governor of each State could have the option to require a joint plan from the two agencie..1I, 
indicating how responsibilities would be sorted out for the 2 year transitional period and the post~ 
transitional pel'iod. Current law specifies joint review of plan; joint signw()ff would be substituted. 

1. 	 COORIIINATED EFFoRTS 

(a) 	 Department of Education proposes: Amend the lango.g. in SSA section 4113(.) which requires 
that there be coordination between JTPA. JOBS and education programs available in the State 
to specifically require coordination with the Adult Education Act and Carl D. Perkins 
Vocational Educational Act. NOTE: Education will recommend specific language. 

(b) 	 Department of Education proposes: The State lOBS plan must!>e COnSistent basic·literacy and 
job training goals and objectives of the plans requir~ by the Adult Education Act-and lb. 
Carl D. Perkins Vocational Education Act. NOTE: Education will recommend specific 
language. 

(c) 	 Department of Education proposes: Require employability plan to contain expJicit 
consideration of basic literacy and employment skills. 
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C. CONSOUDATING THE FNS EMPWYMENT 8< TRAINING PROGRAM 

FNS staffIuJve provided tile fc/iowing optiollSfor our consideration for inclusion os part of the 
current round Of welfare. TIle.. options Involve the Food Slamp EducaJ/on and Training (EdT) 
program. 

OFTION I: 	 C""""lldaUng E&T with lOBS 

State agencies stress that serving similarfX'puJmioIU with differenl program rules and funding 
structures increases the complexity ofthe programs and their resulting abllJ.ty to operaJe the program 
effectively. Consolidating the E&T prog1'(lJll with JOBS ""uld result /n a IMreldfective averail 
administration Of Federal employment and training programs. While the program IWaid contl_ to 
serve recipients ofpublic assistance and those 1WI receiving public assistance (NPA). the 
administrative burden associated with lile operation of 2 separate Federai employment and training 
programs would be etiminaJed. 

NOTE: Starr from HHS .nd FNS will roll.borate to propose spedll. statutory language, 
pending tbe oo!rome of the group'. dedsion. 

ISSUE: Is this a potential avenue: fur incorporating the employment & training needs of 
~todial parents? 

I. FuNmNG 

Currently. USDA distributes $75 mill/on In a 100% grant to State agencies to administer tllelr E&T 
programs. States that choose 'a spend ItWre lhan tllelr 100% grant can reee/ve a 50% Federal nwtch 
for administrative casts. Legislation could cOIifonn match rates for E&T services with JOBS match 
rates. Iftransferred 10 HHS. consolidatl.gluedlnx Slructures and Federaijlnanclal requlrementsj'or 
the 2 progranu would greally reduce the administrative burden/or State operating agencies, 

ornON: 	 Alternative funding streams for a consolidated model include; 

(i) transferring fund, from USDA to HHS; 

(II) USDA funding States dir«tly through contracts 

(iii) funding appropriated directly to HHS. 

2. MINIMUM PAlITIClPATION REQUlRI!MIOO'S 

In FY 1990 and FY 1991 States were required to place no fewer than 50% of tllelr E&.T rtWndatoty 
popalatlon Into E&T activities. This peifonnance sUllldard was lowered to 10% for FY 1992 and 
beyoad. 

ornON: 	 As a way to ensure continued participation in employment and training activities by 
Food Stamp recipients, MHS would direct State agencies to serve a minimum number 
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of NPAs. possibly based on the current 10% required participation rate, The lowered 
standard allows for more intensive services. States would specify in their State JOBS 
plans how this population would be served and how participation requirements would 
be met, 

OI'TlON 2: emfonning the Food Slump E&T program with JOBS. 

1. 	 CONFORM NON-COMI'UANCE SANCTIONS '.vrfn JOBS NONwCOMPIJANCE SANCTIONS 

Currtfllly. tire sanctkmjiJr mm-ccmplltmce with Food Stamp work requlremems afficts tire emlre 
hoUMhoId. Under AFDC-JOBS. tire sanction qffects only tire indivldualrwt In compliance. 
RecOlll1/fl!ndatltm: cotiform to E&T policy MIll JOBS sanction pol/cy. 

(a) 	 Eliminate the distinction between individual and household ineligibility arising from non-
compliance with work. requirements. 

(1)) 	 Eliminate the requirements governing the designation of bead of bousehold for E&T purposes. 

(0) 	 Adopt provision of AFDC-JOllS sanction periods for E&T. 

2. 	 E&T ExPENSE REIMBURSEMENT 

Currently, the Food Stamp E&1 program provides payments or reimbursements to buJividuaisjor 
transportation and other expenses (excluding depr.n.defll care) related to participation in the program, 
Participants receive payme1llS for actual rosts up to $25 per mcnth for expenses deemed necessary jor 
participation in lire E&T program. The Federal. government IlUJIches up to hoIfOfthe amount Sw. 
agenCies spend, up $12.$Q of tire $2$. State may supplement tire amoWII without addiliana!lIUJIchi.g 
junJ:Ufrom the FederoJ government. The JOBS program provides teimbursemet;t to participants/or 
transportation and other costs necessary to enable individuals to participate in JOBS. The Federal 
government matches lhe State agency costs up If} 50%. Stale akencies describe in their State plans 
the monetary limits to be applied to tramponation tmd other support services. 
Recommendation: ca'l/imn E&.T relmbursenrent policy with JOBS policy. 

<al 	 eonform Food Stamp E&T reimbursement policy to lOllS reimbursement policy by 
eliminating the $25 maximum and allowing State agencies to specify monetary limits to be 
applied to transportation and related expenses. 

3. 	 FoOl> SfAMP E&T DEl'F.Nl>Fm' CARE EXEMPTIONS 

The Food Stamp E&T program allows Stl1Je age.cies to ex£mpI certain Individuals from participation 
in program activities. CUrrently. Stale agencies may exempt from work registration a pannl or other 
Musehold member who is responsible for the core of a dependefll child under age 6 or an 
incapacitated person. State agency may require the parent or other caretaker relative ofa child 
under age 6 to partlclpote I. Jails. However. mondatory Individual must be assured by the Slate 
agency that child care will be gUl.lranreed and that ,lire wllllWt be required to particlpote mare tlum 
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20 hours per ~ A parent or rei.,;", t<M Is personoJly providing care jOr a child under age 3 (or 

yoonger at State option) Is automatically exempt from JOBS )l<Irtlcipation. ec'lfonnlng Food Stamp 

E&T exemption proV/SlonrjOr depentkJII caretalrers to the JOBS criteria >WJuid require a greater 

percentage of the Food Stamp population to register for _k ot the time ofoppllcatio. for benefits, 

thereby reaching a greater proportion ofthe employable Food Stamp Jl<IPuiation. 

Recummendatwn: collfo,," E&T IlXemptlon prov/skJnr wIJh JOBS criteria. 


4. I'ElIFoRMANCE F\JNl)ING FOR FOOD SfAMI' E&T 

Currently. the Food Stamp E&Tprogram diS/riowes $75 milllo. as a Federal grant to Stote agencies 
for lhe administration oftheir E&T programs. qJ lhis $75 million. $(j() mUlion Is dlslributed 
according 10 each Sla"'s pro)l<lrtion a/work registrants (l1f}opeiformancejimdlng). while the 
remaining $15 millw. is based on Slate program peiformance. This optw. >WJuId ellmlno.te the SIS 
mUllan peifol7nd1lcejimding cotegfJty for Food Stamp E&T. The USDA >WJuId distribute the eJillre 
$75 million Ixlsed on the l1fJt>peiformance formula. 
Recommendation: eliminate the SI5 million peiformoncejimding category. 

(al Elimi.... tlle $15 million performance funding category for Food Stamp Il&T. 

(b) Distribution of Federal tUods for Il&T will be based according to each StlIte', proportion of 
work registrants. 
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WORK 

Current Law 

11rere is ar present nothing in TIrle IV of the SccioJ Security Act concerning a work program ofthe 
type cnvil'ioned here. StattS are presently permitted /0 operate on~the"';ob training. work 
supplementation and community work experience programs as part of1M JOBS program (Section 
482(e) and 482(1), Social Security Act, CFR 250.61,250.62,250.(3). RegulaliollS,lwwever, 
explicitly prohibit StOles/rom oparoling aprogram ofpublic service employment under the JOBS 
umbrella (CFR 'Z50.47), 

The focus ofthe transitional assistance program will be helping people move from welfare to self· 
sufficiency through work. The !W<1-year lime 11mJ. Is pan ofthis <#en. Some welfare Tee/plellls will, 
however, reach the rwo·year time limit without having found a Job. despite having partlclpaJed 
satisfaCtorily in the JOBS program. We are committed to prOviding Ihem with the opportunity to work 
to support their families. 

7/.. WORK pragrom would make wrk assigoments (hereafter WORK assignments) in .he public, 
private and non~profit seaors available to persons who had reached the time limit jor transitional 
assistance, States would be required 10 creme a minimum number of WORK assignments, but would 
otherwise be given considerahleflexibility In the expenditure of WORK programjUnds, For exomple, 
SiaieS would be permitted to contTad with private firms and non-projits to place persons in 
unsuhsidked private sectorJobs. 

QefinitiQn: The terms "WORK assignmentsII and "WORK positions" are defined as temporary. 
publicly subsidized jobs in the public, private and non-profit sectors. 

•, . ADMINISTRATIVE 8rRUc......URE 

(a) Each State would be required to operate a WORK. program which would make at least a 
minimum number of WORK assignments available to persons who had reached the time li
for transitional assistance. 

mit 

(1)) State& would be required to assign administration of the WORK program to a single State J 

agency. The administrative structure of the WORK program at the State level would take one 
of the following three forms: 

OPTlONON£. 
States would have complete flexibility as to which agency would administer the WORK 
program, which would permit States to administer the JOBS and WORK programs either 
through the same agency or through different agencies. 
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OP170N1WO. 
States would be required to administer the JOBS and WORK programs through the same 
agencyt but the provision in current law mandating States to administer the JOBS program 
througb the IV-A agency would be eliminated, which would. for example, allow States to 
operate both programs through tII.ITPA system. 

OP170N mREE. 
States would be required to administer both the JOBS and WORK programs througb the IV-A 
agency, but the IV-A agency would be encouraged to subcontract with the State JTP A 
program to provide services~ including both WORK assignments and job search assistance, to 
WORK program participants. 

PROS AND CONS OF mE 0P110NS. 
Operating the lOBS and WORK progmns Ibrougb different agencies; as Slates would he 
permitted to do under Option One, could present serious administrative headaches. The 
agency in charge of the JOBS program would have a strong incentive to concentrate on the 
more employable participants. leaving the more difficulHowServe fur the WORK program. 
The agency operating the WORK program would have an equally strong incentive to put the 
blame for any difficulties it was experiencing in moving WORK program participants into 
unsubsidizedjobs on the lOBS program's failure to adequately prep<Jre them for employment. 

On the other band, a State might conclude that one agency is best suited for providing 
education and training services and moving recipients into W{Jt'k. while another is best 
equipped to generate WORK assignments whkh will lead to unsubsidized private sector 
employment. Moreover. separating the administration of the two programs would emphasize 
the distinction between cash assistance and the WOR1\ program, A State might be aware of 
the potential for coordination problems and yet judge that the benefits from administering the 
two programs through different entities might outweigh the costs. It is not dear that such a 
State should be precluded from opting for this route. 

Under Option Two, a State would be required to operate both programs through a single 
agency. hut that agency could be an entity other than the IV~A ageney. Apart from the issues 
concerning moving the JOBS program out of the IV-A agency, there is the question of 
coordination between the WORK program and the waiting list. Regardless of wbich entity 
administers the WORK program. the IV-A agency would likely need to be involved with 
respect to the waiting list, given that some monitoring of the activities required of persons on 
the waiting list would be needed (see Allocation of WORK AssignmenfSIWaiting List below). 

Assigning responsibility for the WORK program to the IV-A ageney would not preclude 
extensive involvement by the JTPA system in the WORK program, Under Option Three. the 
IV·A agency could, for example. subcontract with the lTPA program to generate the WORK 
assignments in the private and oon--profit sectors, keeping the task of creating public sector 
WORK assignments for itself. 
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Option Three would give overall control of the WORK program to the IV-A agency. A State 
might strongly prefer to give the final say over the: WORK program to the JTPA program or 
another entity and again, it is not clear that a State should be explicitly prohibited from doing 
so. 

(c) 	 Localities would be required 10 designate a body with baJaneed private sector, union and 
community (e,g., community-based organization) representation, such as the local Private 
Industry Council (Ptc). to provide guidance and overs.ight to the WORK program. 

(d) 	 Each S'ate would be required to make Ibe WORK program available in all areas of Ibe State 
by • specified date. 

(e) 	 States would be permitted but not required to have the entity administering the WORK 
program act as the empJoyer of WORK program partitipants with respect to disbursing 
paychecks, Workers' Compensation and so forth. 

2. 	 FuNDING 

The actual cost of the WORK program, for budget purposes. is the additional cost of placing persons 
in WORK assignments relative to paying them cash benefits, The teno "WORK program funds" as 
used below refers only to the new funding for developing and maintaining the WORK assignments. 
rrhe method of reimbursing States ror wages paid to persons in WORK assignments will be 
wllSidered lIS part of the discussion or all match .... 1'" (AFIlC, JOBS and WORK) 10 be held 
separately.1 

(a) 	 Federal WORK program funds would be allocated 10 States by Ole JOBS formula (see chart 
showing State allotments using Ibe JOBS and JTPA fonnulas). 

RATIONALE: 
Using a formula other than the JOBS mechanism to distribute WORK program funds would 
ensure a formula battle, An argument can be made for using the same formula for both lOBS 
and WORK funds, as both programs serve esscntiaJly the same population, Employing the 
JOBS formula, but with a countercyclical provision as discussed below, would to some degree 
take local economic conditions: into consideration, without igniting a full~sca1e debate on the 
formula 	question, 

(b) 	 Total Federal funds available for Ibe WORK program would be capped. 

(c) 	 A State's allocation of WORK program funds would be increased if unemployment in the 
State rose above a specified level, to be determined by the Secretary. The overall cap on 
WORK program funding would be raised acrordingly. 

3. 	 F)'£XlDU.1TY 

(a) 	 States would enjoy wide discretion concerning the spending of WORK program funds. A 
State could pursue any of a wide range of strategies to provide work to those who had 
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reached the two-year time limit, with the stipulation that the ooltlbination of strategies 
employed by the State would have to generate the minimum number of WORK assignments 
(see Numher of WgRK Assignments below). 

Approaches could include the following: 

• 	 Subsidize not-for-profit or private sector jobs (for example, through expanded 
use of on-tile-job training vouchers). 

• 	 Offer employers other incentives to hite JOBS graduates. 

• 	 Execute perfor~ed contracts with private flfntS or not-for-profit 
organizations to place WORK program participants in unsubsidized jobs. 

• 	 Create positions in pubUc sector agencies. 

• 	 Support microenterpri,e and ,e1f-employment efforts. 

.. 	 Set up community service projects employing welfare recipients as, for 
example, health aides in cHnics located in underserved communities. 

.. 	 Employ adult welfare recipients as mentors fur teen _parents on assistance. 

The approaches above would be listed in statute as examples. but States would not be 
restricted to these strategies. 

(b) 	 States would be required to submit a WORK plan, similar to the State JOBS plan. fur the 
approval of the Secretary. The Secretary would, as with the JOBS plan, consult with the 
Secretary of Labor on plan requirements and criteria fot' approving State plans, 

4. 	 LIMITS ON Sl!BSlDIE.~ TO PRIVATE SIlCfOR EMPLOYERS 

(.) 	 The WORK program subsidy for a position in a private, for·profit firm would be limited to 
50 percent of the wages paid III the participant. 

(b) 	 Por WORK assignments in the private sector, the wages of a participant could be subsidized 
for no more than 12 months. consistent with the 12~month time limit on any single WORK _ 
assignment (see below). If an employer chose to retain a participant after the subsidy ended: 
the posidon would no longer be considered a WORK assignment. but rather unsubsidized 
employment. 

5. 	 COORDINATION 

(.) 	 States W(luld be required to coordinate the WORK program with other employment programs, 
including the Employment Service, One-Stop Shopping and School-to·Work, as wei! as with 
the efforts of the Corporation for National and Community Service. 
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6, RETENTION REQUIRFMENTS 

(a) States would be required to track and monitor the performance of private, for-profit 
employers in retaining WORK program participants after the subsidy ended. Employers who 
had demonstrated a pattern of failing to retain WORK program participants at wages 
comparable to those of similarly situated employees would be excluded from the program. 
Prohibited employers would not be eligible for WORK program funds. The definition of a 
pattern of not retaining WORK program participants would he left to the discretion of the 
States, 

(b) States would similarly be required to monitor the performance of for-profit firms or not-for
profits with contracts to place WORK program participants into unsubsidized employment. 
Contractors that demonstrated a pattern of poor periormance in placing WORK program 
parti<:ipants intO lasting unsubsidized jobs would likewise be prohibited from contracting with 
the WORK program. The definition of poor performance WQuld, as above, be detennined by 
the State, 

7, NON-DISPLACEMENT 

(a) Non-<lisplacement language would be based on current law (Section 484{c), SociaJ Seeurity 
Act). except that WORK program participants could be placed in unfilled vacancies in the 
private sector, provided the vacancies were not creatoo by layoffs (H,R. 11 would have 
eliminatc:d the restriction on placing Work Supplementation participants in unfined vacancies 
in the private sector), 

(b) Anti-displacement language applying to the public sector would be adapted from the non
displacement language in dle National and Community Service Trust Act. 

8, N!lMBEII: OF WORK AssiGNMENTS 

, (a) The participation staedatd for the WORK program would be .xpressed as a minimum average 
mo-nthly number of WORK assignments each State would be expected to provide (see 
attachment on participation standards), ' 

RATIONALE 
A State, acting in good faith, might easily expend the majority of its WORK program 
funds on placement contracts with private firms, only to find that the firms were . 
placing participants who would have found jobs on their own, leaving the State with • 
no lDOney for WORK assignments and a sizeable waiting list. Spending on, for 
example, economic development might prove equaJly ineffective and leave a State in 
Ihe same predicament, HHS would then be held accountable for what would be 
regarded as a waste of Federal funds, 

A WORK program which grants States almost complete flexibility with 00 standard to 
meet may prove rather difficult to defend, An approach which might garner wider 
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support would be to grant States great latitude provided some basic standard. e,g.~ 
providing a minimum number of WORK assignments. were met. 

(b) 	 States would not be permitted to count unsubsidlzed private sector jobs toward the minimum 
number of WORK assignments, 

RATIONALE 
Counting placements into unsubsidized jobs toward the minimum number of WORK 
assignments would be problematic, It would be difficult to distingujsb WORK 
participants who found, or would bave found, jobs through their own efforts from 
those whose employment was attributable to State job placement strategies. 
Consequently. a State whicb was especially creative at counting could claim to have 
provided the minimum number of WORK assignments wbile still baving a Jengthy 
waiting list. 

Moreover. States which were baving difficulty generating the minimum number of 
WORK assignments W()Uld bave an i_otiveto delay tile movement of lOBS partici
pants into private sector employment, in order to count these placements as WORK 
program positions. 

(c) 	 Tho minimum number of WORK assignments for each Stat. would bo set by tile Secretary, 
based on the participation standard and the number of persons who had been in the WORK 
program for less than t'NO years (see attachment on participation rates), 

The minimum number would be set such that States eQuId meet the standard and still have 
WORK program funding available for supervised job search and other strategies (e,g .• perfor
mance-based plact!ment contracts with private firms). 

9. 	 ALUlCAnON OF WORK ASsIGNMENTSIWAITING LISf 

(a) 	 ·If the Dumber of persons who-were eligible and applied for WORK positions exceeded the . 
number of WORK assignments avaUable at that point, a State would be required to allocate 
WORK assignments according to a priority system and to maintain a list of persons awaiting a 
WORK assignment. States would be mandated to giye preference for WORK assignments to 
Dersons new to lb. WORK prolWllll ("IlWlQsiXl to persons Ib.t bad I!h:"'~ held. WORK 
PQsitiQn)~ 

(b) 	 Each State would be required to establish a uniform set of ru1es by which the priority sys~ 
would operate and inform aU persons on the waiting Hst of these rules, 

(e) 	 ln localities in which tila WORK program was not administered by tile IV-A agency, tilolV-A 
agency and the entity operating the WORK program wouId maintain the waiting Jist jointly. 
The WORK program agency would be responsible for placing petsons on tile waiting list into 
WORK assignments, while the IV~A agency would be responsible for ensuring that persons 
on the waiting list were participating in the required activities (e.g,. sclf¥initiated community 
service). 
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Waiting list polky could take one of the following three forms: 

OP71ONONE, 
Persons on the waiting Jist for a WORK assignment would be expected to find volunteer work 
in the community for at least 20 hours per week in order to be eligible for cash benefits. 
This volunteer work would be distinct from a WORK assignment. The recipient would be 
wholly responsible for arranging the place(s) and hours, and would not receive wages for 
hours worked. The cash assistance check would continue to be treated as benefits rather than 
earnings for all purposes. 

OP110N1WO, 
Same as Oplion One. except that a cap. to be set by the Se<:relllry. would be placed on the 
number of persons who were required to perform volunteer work in exchange for benefits. 

OPTION mREE, 
Same as Option One. except that individuals who for good cause were unable to find V{)t~ 
unteer work (e.g., persons unable to arrange for child care, individuals lacking suitable sites 
at which to volunteer) would be eligible for benefits provided they participated in another 
approved activity for at least 20 hours or 3 days per week. The range of allowable approved 
activities would be established.at the State level, hut could include human development 
activities such as parenting sk.ills classes or domestic violence counseling. or self-initiated 
education or training. The State would not be required to fund participation in these 
activities. 

DISCUSSION OF mE OPTIONS, 
Option One presents something of a Catch~22. In order to sell self~ifiitiated community 
service as work. roughly equivalent to a WORK assignment. it would be necessary to monitor 
compliance with the requirement fairly dosely., ,If persons were required to volunteer for a 
minimum of 20 hours per week. child care would have to be provided. Monitoring and child 
care, bowever, represent the bulk of the cost of a WORK assignment. A strict 20-bour per 
week: volunteering requirement is not consistent with the strategy of limiting the cost of the 
WORK program by not m~ng the full demand for WORK positions, 

Requiri~g persons on !:be'waiting list to arrange to volunteer at a non--proftt'while the WORK 
program agency is approaching the same non~profits about providing WORK assignments is 
not an ideal s-ituation, While relatively few non~profits would be willing and able to kick in " 
part of the wage cost for WORK assignments, that number would fall to virtually zero if non~ 
profits could as easily take on board persons eager to offer their time for free. 

Unions (AFSCME. SEIU) concerned about WORK program participants working at below the 
prevailing wage WGuld Hkely be even more alarmed about a suiet self-initiated community 
service requirement, which could give non~profits and even public sector agencies easy access 
to free Jabor. without the administrative responsibil ities associated with a WORK as~ignment. 
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White there are serious problems with attempting to sell self-initiated community service as 
work. it can be presented as one of a number of appropriate activities for persons to engage in 
white awaiting a WORK assignment. an activity that can yield both personal and societal 
benefits. Option Three is. an attempt to adapt the Michigan "Social Contract" concept to the 
WORK program waiting list. Volunteer work would still be the preferred activity. hut 
persons unable to find volunteer work would be permitted to engage in other approved 
activities similar to the more infonnal Michigan "social contract" activities-self-initiated 
education and training Of human development activities, 

(d) States would not be required to guarantee child care or supportive services to persons on the 
waiting Jist for participation in approved activities. States would. however, he required to 
provide child care and/or other supportive services if needed to enable a person on the waiting 
list to participate in supervised job search. 

(0) The StateIV·A agency would be required 10 establish procedures, subject to the approval of 
the Secretary, for monitoring participation in approved activities, 

(I) States would 00( be permitted to distinguish between persons on the waiting list and other 
recipients of cash assistance with respect to the determination of eligibility and calculation of 
benefits~...states could not provide reduced benefits to persons on the waiting list. 

(g) The JV~A agency wou1d be required to make at least quarterly contact with individuals on the 
waiting Jist for a WORK assignment and to make case management services available to these 
persons. Persons on the waiting Jist would be required to engage in supervised job search 
either periodicaUy or continuously. with the minimum number of hours to be set by the State 
(see l!lb lioarcl! beluw). 

10. TIME LIMIT ON PARTICIPATION IN TIlE WORK PROGRAM 

.) Individuals would be limited to a maximum of 12 months in any single WORK assignment, 
after which they would be placed on the waiting list for a !lew WORK position. 

0) There would be no time limit on overall panicipation in the WORK program. 

0) States would be required to conduct an assessment of each person who had completed at. least 
two WORK assigrunents or had been in the WORK program fo'r at least two years to 
determine jf any additional services might be needed to enable that individual to secure private 
sector employment. In instances in which services other than a WORK assignment or job I 

search were deemed necessary. persons would be permitted to participate in such activities. in 
neu of self-initiated community service, while on the waiting list (even if volunteer work: were 
readHy available), Stales would have the option of making funding available for such activi
ties, including education and training. 

11. ELIGlBIIJTY CRITERIA AND APPLICA'nON PRocess 
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(al Adult tWipients who had reached the time limit for cash assistance and who otherwise met the 
cash assistance eligibility criteria (e.g., mcome and asset limits) would be eligible for a 
WORK assignment. 

(1)) States would be mandated to describe the WORK program, including the terms and conditions 
of participation, to aU adult recipients who had reached the time limit for cash benefits, 
States would be permitted to establish an application process for the WORK program separate 
from the application for cash benefits. but would be prohibited from denying eligible persons 
entry into the WORK program, provided they agreed tn comply with all WORK program 
rules and requirements. 

(el In instances in which the cash benefit to the family did not exceed $100 per month, the adult 
reclpient(s) wouJd not be subject to the work: requirement. 

(d) States would have the option to apply the work requirement to only one parent in a two-parent 
famHy-only one parent would be permitted to participate in the WORK program. 

(el An individual who had lett tho WORK program but had not earned back any mnnths of cash 
assistance wouId be permitted to re-enroU in the WORK program, provided he or she did not 
quit a private sector job without good cause. 

EXAMPLE; 
A WORK prognun partil:ipant fwd. a private ICrtoJ' job and lcavCJl the WORK prognun, but iJ: laid off after juA one 
month. before e&nUllg back any ~ of cuh uaitW;c¢ (sec JOBS and 1m LimiS! lIJIOOif~ for di*CUumll of 
the CAm-bad provision). 'Thlt penon would be cligihJc for « WORK aui,nmenlL 

(f) States Wc)uld have the option of assigning WORK program re~entrants to supervised or 
unsupervised job search for up to ;1 months before placing them on the waiting Jist for WORK 
assignments (these WORK program re-entrants would be eligible for cash benefits wbiJe 
panidpating in job search). ' 

(g) Persons whO' had left the WORK program but who voluntarily quit a job, otherwise reduced 
their earned income without good cause or refused a bona fide offer of private sector 
employment would not be permitted to re-e.oter the WORK program for a period of time to be 
set by the State, but not In exceed ~ months..' . 

(h) If the family income of an individual in a WORK assignment rose (e.g., through marriage or 
an increase in unearned income) such that the family's income. less WORK program wages,; 
exceeded the income 1imit for cash benefits, the partkipant would still be permitted to 
complete the WORK assignment. At the conclusion of that assignment, however. the 
individual would not be eligible fur the WORK program and accordingly would not be placed 
on the waiting Hst for a new position (unless the family's income had fallen back below the 
income limit before the conclusion of the WORK assignment). The same provision would 
apply if a family's eircumstam;:es otherwise changed (e.g., a child's leaving home) such that 
the famity no longer met the eligibility criteria for cash benefits. 
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12, 	 WAGF.8 AND BENE''ITS 

(a) 	 P'.uticipants in WORK assignments would be compensated for hours worked at 00 less than 
the higber of the Federal minimum wage and any applicable State or local minimum wage 
taw. States would have the option to provide WORK assignments which pay an hourly wage 
higher than the minimum wage. 

(b) 	 The earnings disregard for WORK assignment wages would be set at a flat $100 per month. 
Individuals in WORK assignments would not be eligible for the .other disregards (e.g., thirty 
and one-Ibird), 

(c} 	 Wages from WORK assignments would treated as earned income with respect to Worker"s 
Compensation and Federal assistance programs (e.g., food Stamps, public and Section 8 
housing), lTreatment of FICA awaiting u.alysls by CEA) 

(d) 	 Earnings from WORK positions would not be included in Aggregate Gross Income, and 
consequently would not be treated as earned income fur the purpose of calculating the Earned 
Income Tax Credit. 

(e) 	 For WORK program participants not receiving cash assistance in addition to WORK program 
wages, child support collected would be paid directly to Ibe WORK program participant, In 
instances in wh.ich the WORK program participant was receiving cash benefits in addition to 
WORK program wages, child support would be treated just as for any other family receiving 
cash benefits. If child support collected ex-ceeded the cash benefit, the difference would be 
paid to the participant. 

(I) 	 Wages would be paid in the form of weekly or hi-weekly checks. In instances in which an 
individual was receiving both wages and cash benefits there would he separate checks for 
wages and fo-r benefits. regardless of the entity issuing the check for hout'S worked (i.e., even 
if the IV-A agency were responsible for both paying wages and disbursing supplementary 
benefits, the two would not be combined into one clleck:). 

13, 	 HOURS OF WORK 

(a) 	 ., States would have th'e·fiexibiHty to determine the nu. of hours for each" WORK . 
assigmnent. which could vary depending on the nature of the position. WORK assignments 
wouJd have to be for a minimum of 15 hours pet week or 65 hours per month. whichever is 
greater. and for no more than 35 hours per week or 150 bours per month. whichever is 
greater. 

A State could, for example. make all WORK assignments the same number of hours (e.g .• 
20), regardless of the size of the grant, and supplement wages with cash benefits such that 
persons in WORK assignments are oot worse off than those on the assistance. Higb~bene£it 

States minht choose to make the number of hours 30 or 35. as opposed to 15 or 20. States 
could also opt 10 calculate the number of bours for each participant by dividing Ibe AI'DC 
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grant by the minimum wage (as under CWEP). provjded that each participant was required to 
work at least 15 and no mQre than 35 hours per week. 

NOTE: The marginal cost of enroUing an individual in a WORK assignment would not in 
general vary based on the number of hours of the WORK assignment (since wages would 
repJace cash benefits on a dollar~for-dollar basis, apart from the disregard). 

The marginal cost would vary with the hours of the WORK assignment if the WORK assign~ 
ment wages, apm from the disregard, were actually higher than the cash benefits provided to 
the family (e.g., if Texas enrolled an individual in a three-person family in a 35-hour WORK 
assignment). A State would, however, still be required to generate the minimum number of 
WORK assignments, regardless of the number of hOllta.. 

14. 	 SANCTIONS 

(a) 	 WORK program participants would receive wages for hours worked. Failure to work the set 
number of hours for a WORK assignment would result in a corresponding Joss in earnings. 
Cash assistance would not act to offset the drop in WORK program earnings, for either 
WORK program participants who were already receiving supplemental cash benefits or for 
participants for whom the reduction in income would otherwise have made them eligible for 
cash assistance. The loss in wages would be treated as a decline 1n earned income with 
respect to other assistance programs. 

(b) 	 A WORK program participant who repeatedly fai1ed to show up for work: or whose 
performance was otherwise unsatisfactory coutd be fired. The entity administering the 
WORK program would be required to determine if the individual was fired for cause. During 
the period in wbich the determination was being made, the family would continue to be 
cligible fur cash benefits, Individuals who were determined to have been fired for cause 
would have the rigbt to a fair heating from the WORK program upon request. [Michael 
W.ld wiD be developing langu.ge for this provision] 

~ 

(1) 	 An individual wbo was fired from a WORK assignment for cause fur the first 
time would be placed at the end of the waiting list for WORK assignments and 
the family would not be eligib,le for. cash benefits for a Pet:it;Ki of 3 months 
after the date of determipation. States would be required to make vendor 

. payments to landlords and utilities if needed to prevent homelessness or utility 
shut-off. 

(2) 	 A person Hred from WORK assignment for a second time for cause would be 
placed on the waiting list only after 6 months, During that six-month period, 
the family would not be eligible for cash benefits. States would, as above~ be 
required to make vendor payments when necessary. 

(3) 	 Persons fired for a third time would not be abJe to enter the waiting list or 
receive cash benefits for a period of one year (vendor payment as above), 

II 
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Time in sanction status would not be counted as time not in the WORK program for purposes 
of earning back eligibility for cash assistance. 

(c) 	 States would be required to refer for intensive intervention persons fired for cause more than 
once (see Referrals to Services for Unsucces."ful WORK &!nicinagSS below), 

(d) 	 Persons subject to the work: requirement who were not eligible for cash benefits due to 
sanction would still be able to receive food stamps, Medicaid and other in-kind assistance. 

(e) 	 An individual otherwise eligible for the WORK program who refused an offer of unsubsidlzed 
private sector employment without good cause would not be eligible for a WORK assignment 
for six months from the date of refusal. Casb benefits during this six~month period would be 
calculated as if the job offer had been accepted. When calculating beneftts fur families so 
sanctioned, the disregards would apply. The sanction would end upon acceptance of a private 
sector job. WORK program participants are permitted to refuse a job offer if accepting the 
offer would result in a net loss of cash income (as under current law. Section 4Ol(a). Social 
Security Act). 

15. 	 WORK PLACE RULES 

(a) 	 Providers of WORK assignments, whether public, private or non"'Profit. would be required to 
treat WORK program participants ac; other entry-level employees with respect to sttk and 
annual leave and other workplace rules. A State would have the option to waive this . 
requirement for specific employers of WORK program participants. provided that the 
employer were complying with all applicable Federal and State laws corn::erning workplace 
rules. 

16. 	 JOB SEARCH 

(a) 	 WORK program participants would be required to engage in job search either continuously 
(e.g., 5-10 hours p ... week) or periodically (e.g., for rour weeks immediarely after completing 
a WORK assignment) or a combination of the two. Job search requirements for persons in 
the WORK program would be set by the State. While job search for persons on the waiting 
list is discussed above: that provision should flot be ~ as pr~Juding S~tes from requiring 
persons in ·WORK assignments to'also sitnultafloously participate in supervised job search. 
The combination of supervised job search and a WORK assignment or self-initiated 
community service/approved activity-i,e., of aU WORK program activities--.eould not exceed 
an average of 3S hours per week in any month. 

17. 	 SUPPORTIVE SERVICES 

{a) 	 States would be required to guarantee child care for any person in a WORK assignment, as 
with lOBS program participants under current law (Section 402(g). Social Security Act). 
States ,are also mandated to provide other supportive services as needed for participation in a 
WORK position (as with lOBS participants, Section 402(g). Social Security Act). 
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18, 	 DEFERRALS 

(a) 	 Persons who had reached the two-year time limit and would otherwise be subject to the work 
requirement could be deferred from participation in the WORK program. The criteria for 
deferral from the WORK program would be identical to the criteria for deferral from the 
lOBS program (see JOBS and Time Limits specifications), Parents of newborn children 
would be deferred fOf a 121l-day period following the birth of the child, 

(b) 	 In loca1ilies in which the IV-A agency did not administer the WORK program, the entity 
operating the WORK program would refer persons meeting the deferral criteria to the IV-A 
agency, which would make the determination as to whether the individual should be deferred 
from WORK program participation. 

(e) 	 Deferred persons would be eligible for casu benefits (not wages), without a requirement II) 

find volunteer work, for as long as the condition necessitating. the deferral continued, 

(d) 	 Persons deferred from the WORK program would be treated as persons deferred from the 
lOBS program In alt respects, except that once the deferral ended, they would re-enter the 
WORK program, rather than the lOBS progrllJt\, Individuals deferred from the WORK 
program would count against the cap on the number of persons who could be deferred from J 
participation in the JOBS program (see JOBS and Time Limits specifications). r 

19. 	 REI'EIlKAlS TO SERVICES F'OR UNSUCCESSFUL WORK PARTICIPANTS 

(a) 	 The entity administering the WORK program would be required to arrange for intensive 
intervention, by. for example. a preventive service agency. fur WORK program participants 
who had been fired from a WORK program position more than once. The agency responsible 
for the intervention would attempt to resolve the outstanding issues to enable the individual to 
hold a WORK assignment. In instances in which an individual has left the WORK program 
entirely, the agency would assess the family's food, housing and clothing needs and make 
referrals to child protective services jf the children were at risk of abuse or neglect. 

, 
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ENHANCING RESPONSIBILITY AND OPPORTUNITY FOR NON-CUSTODIAL PARENTS 

71re well-being ofchildren, wM only live >I'iJh one parenJ, would be enJumced Ifemotional and 
fi_clal support Wltre proYlded by both 0/ their parents. 71rere are l1UlIIy reasollS that sUeh support 
is not provided, I,. SQIM. casu lIOJH:ustodial parents are unwilling to provide financial support. 
Proposed ImproV<!tnenJs In the 0IiJd Support Et!lorcemenJ System will reduce sum willfid denlol 0/ 
fi=lal support. 71rere are other Impedlnu<llls to the lack 0/portlllal support from _-custodial 
parellis. Some parellis have dUJicuitie. negotiating successjid parenJing partnerships once the j'wnIly 
/y no longer living together, such /amUl.. often COlI benefit from programs which focus on the need by 
the children to have cOflllnuJng relallonshlps with both parents. Other parellis hove Inodeql«11e sldlls 
and resources to meet their financial FUpo/ISlh/Jltles to their children. 71rese parelli. are often part 0/ 
the growing numlJ«r ofwolUrs with /ow and very low incomes. Young workers, the less wel/· 
edUCaled, and minoritia in porticuJnr have disproportionately borne the brunJ 0/ the economic 
chonges of the past few decodes. 71rest pareflls need help in obtaining sldlls and jobs whleh will help 
them meet their jioanc/al respollSlh/JltIes to their children, through the provision ofchild support 
payments. lAstly, same non-custodlal parellis have dijJlculry undemanding their rights and 
responsibilities as parellls, because they hod missing or lnadeql«11e role models wilen they were 
children. 71rese POrenlS need programs to help them re-connect to a family structure In wiIIeh they 
can nurture and support their ehlldre.. 71rese programs will help communIJics and families m?rk 
together to Improve the wellbeing ofour most vulnerable children. As there Is _ a long track record 
ofreseareh and evuiumlon on programs for IIOn-custodlal parents, It /y envisioned that new programs 
should be modest and flexible, growing only as evuiUalion findings begin to identifY the moSt effect/ve 
strategies, 

A. 	 ACCESS AND VISITAnON 

Current Law: 
Section 504 of the Family Support Act authorized Access demonstration to determine if such projects 
reduced the amount of time required to resolve access disputes, reduced Htigation relating to access 
disputes~ and improved compliance in the payment of support. There is no provision for the on~going 
funding of such projects. Most existing projects bave been fundnd by or through the State oourt 
systems with State funds. 

Specifications: 

Grants to Swa 

(a) 	 Grants will be made to each state for programs which reinforce the need for children to have 
continued access to and visitation by both parents. These programs include mediation (both 
voluntary and mandatory), counseling, education~ development of parenting plans. visitation 
enforcement including monitoring? supervision and neutral drop off and pick: up and 
development of guidelines for visitation and alternative custody arrangements. 
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(b) 	 States would be required to monitor and evaluate their programs. Evaluation and reporting 
requirements would be determined by the Secretary. 

(e) 	 HHS would administer the grants uad., ACFIACYFIChildren's Bureau (Or OCSE depending 
on Ille reception by advocacy groups). Grants would be made to the state but could be sub
granted or contracted to courts, local public agencies or to private non~profit agencies. 
Programs would not have to be state+wide. 

(d) 	 Funds would be authorized as a tappec. entitlement under section IV~D of the Social Security 
Act. eligible fur FFP at die regular program rate. (Funding estimated at $IOrn, $ISm, $2Orn, 
$lOrn and $20 over 5 years) 

Issue: A small set"aside of an entitlement program makes the most sense but Hnkages to 
child support may be a problem since child sUpJXlrt and visitation have been perceived as 
issues to be keep entirely and completely separate. However, using AFDC, JOBS or Work is 
more problematic since those are means~tested programs and this program is intended, like 
child support to serve all families not just welfare families. grant program. 

(e) 	 Projeet must supplement ralbor dian supplant State funds. 

B. 	 TRAINING AND EMPLOYMENT 

1. 	 JOBS Participatiog (Included in JOBS Provisions in section Promoting Se1f~S"fficiency) 

Current Law: 

Section 482 of the Social Securi.y Act (Title IV-F) permits die Secretary to fund demonstra.ions to 
provide services to non--custodjaJ parents. The Secretary is limited as to the number of projects that 
can be fuaded under this provision. Evaluations are required. (Thi'. along with seetion 1115 of the 
Social Security Act is the authority for the Parent~ Fair Sbare Demonstrations currently underway. 

Amends title IV-F of die Social Security Acfand PL 99-509 (OBRA 'SO). SjaIes would bay. . 
. .. considerable flexibility in thedesign.oftheir non-<U8lndial.parents JOBS program. JOBS andWORK 

funding could be combined or programs could be.run seParately. 

Specifications: 

(a) 	 At State option up to 10 percent of JOBS program funding could be used for training and 
work readiness programs fur noneustodial parents. JOBS and WORK programs could be 
operated as a combined or as separate programs. States wouJd have to agree to evaJuation 
and rt:porung requirements, including random assignment, as determined by the Secretary. 

(b) 	 Participation by non-<ustodiaJ parents could be mandatory or VOluntary at State option. The 
non-custodial parents~ children would have to be receiving AFDC or WORK services at the 
time of referral. NOll-custodial parents could continue participating in the program even if the 
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their children became ineligible for AFDC. However, if the non-custodial parent voluntarily 
left the program, was placed in a job, or was terminated from the program, he could not be 
readmitted unless his child(ren) was once again reliant on AFDC (or similar) benefits. 
Paternity, if not already established, would have to be voluntarily acknowledged prior to 
participation in the program. 

(c) 	 The non-custodial parent's participation would not be linked to self-sufficiency requirements 
or JOBSIWORK participation by the custodial parent. 

(d) 	 Parenting and peer support would be eligible for FFP. 

(e) 	 Payment of training stipends would be allowed and such payments would be eligible for FFP. 
Stipends could be garnished for payment of current support. 

(f) 	 State-wideness requirements would not apply. States would not have to provide the same 
JOBS services to custodial and non-custodial parents, although they could choose too. 

2. 	 WORK Participation (Included in WORK Provisions in the section Promoting Self
Sufficiency) 

Current Law: 

None. This provision would be included in the new WORK provisions in title IV of the Social 

Security Act. 


Specifications: 


(a) 	 At State option up to 10 percent of WORK program funding could be used for programs work 
and work opportunities for noncustodial parents. JOBS and WORK programs could be 
operated as a combined or as separate programs. States would have to agreed to evaluation 
and reporting requirements, including random assignment, as determined by the Secretary. 

(b) 	 Participation by non-custodial parents could be mandatory or VOluntary at State option. The 
non-custo<lial parents' children would have to be receiving AFDC/JOBSIWORK services at 
the ,time of referr~ or have arrearages owed to the State Jor peril;Kls when, the children wen~ 
partll:ipating in·the AFDCI)OBSIWORK program.' .Non-custodial parents could contiriue ' 

, participating in the program even if the their children became ineligible for AFDC. 
However, if the non-custodial parent voluntarily left the program, was placed in a job, or was 
terminated from the program, he could not be readmitted unless his child(ren) was once again 
reliant on AFDC (or similar) benefits or arrears to the State were still outstanding. 
Participation in JOBS is not a prerequisite for participation in WORK. Paternity, if not 
already established, would have to be voluntarily acknowledged prior to participation in the 
program. 

(c) 	 The non-custo<lial parent's participation would not be linked to self-sufficiency requirements 
or JOBSIWORK participation by the custodial parent. 
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(d) 	 Parenting and peer support would be eligible for FFP, 

(e) 	 Payment of WORK stipends would be required. Stipends could be garnish to pay current 
child support. 

(0 Sf.ate.-wideness requirements would not apply. States would not have to provide aU WORK 
opportunlties offered to custOdial parents in their non--custodial parents WORK program, 
although they could choose to. 

3. TariWIed lobs Tax Credit 

Current Law: 

Amends section 51 of the Internal Revenue Code. This item is being held pending further discussions 

regarding the Administration's position on the reauthorization of the TITC program. 


Specification....: 

(.) 	 The Targeted Job. Tax Credit (l'JIC) would be made available", fathers with children 
receiving food stamps and children receiving AFDC-otlly or Medicald-otlly. 

(b) 	 In addition'" the requirement that the children (covered by the support order) are receiving 
mean's tested beneftts the non-custodial parent would have to meet Ibe definition of 
ecooomically disadvantaged and have at leas! !WQ months child support arrears at the time 
certification or referral. 

(e) 	 The child gupport enforeement program or a private entity acting on it's bchalf will be 
responsible for the certification/referral process. 

C. 	 PATERNITY AND PARENTING 

Current Law: None. 

(a) 	 Demonstration grants to states andlor community based organization to develop and 
implement non-custodial parent (fathers) components for existing programs for high 
risk families (e.g, Head Start, Healthy Start, Family Preservation, Tee. Pregnancy 
and Prevention) to promote responsible parenting, including the importance of 
paternity establishment and economic security for children and the development of 
parenting skills. 

(b) 	 Three year grants. must have evaluation component and be replicable in simUar 
progratllS. 

(c) 	 Funding appropriation would be a capped set~aside within WORK at $10 million for the flfSt 
5 years. 
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MAKEWORK PAY 


Work is not a guaranteed route out of poverty. particularly in recent years. Real wages have- declined 
over the past two decades for several family types disprop<:lnionatly represented at the lower end of 
the income distribution; single-parent families. young heads of famities. less educated heads of 
families. This recent wage stagnation has been particularly devastating since dramatic growth bad 
been realized during the prior time period. Inflation adjusted wages had more than doubled between 
1949 and 1973. creating expectatio", of future growth that could not be sustained. 

Evidence of serious labor~et wage opportunities abound. For example. mean hourly wages for 
mal.. at the lower end of the wage distribution (bottom quintile) dropped by 20.6% between 1973 
and 1991 in inflation-adjusted terms; the comparable drop for females was 10.3%. The proportion of 
what are termed low-eamers (earning less than is required to lift • four person family out of poverty 
working full-tear. full-time) declined sharply between the lale 19408 and 19!iOs and increased just as 
sharply after thal. As an example. two-thirds of black mal.. ages 25-34 would have been classified 
as low earners in 1949. The proportion dropped to one-in-five by 1969. By 1991. nne half of this 
group fell into this category. And a recent study indicates that by 1988 nearly IS percent of children 
under six lived in families that could not have escaped poverty even if the adults in their family were 
working fun time and earning at their full earnings capacity levels. 

Making work pay is a multi-dimensional challenge. But the bonom line Is that work should constitute 
a rational option for those otherwise eligible for welfare benefits. Work should result in 
compensation levels that are favorable relative to what can be obtained from welfare and, if feasible, 
ensure that the family is lifted out of p<.Jveny, Those who work should not incur prohibitive financial 
and other transaction costs such as OO5tly or inappropriate child care. And those who work should 
not have to sacrifice essential goods and services such as health insurance simply because they ate 
playing by society's rules:. Unfortunate. the existing reality is that working poor families frequently 
have no health coverage and lack access to affordable child care. 

The expansion of the ErrC enacted in the last budget legislation will substandaHy increase the income 
of working poor families. The EITC~ however, generally comes in the form of a lump sum payment 
after the tax return is tiled. Fewer than 1 percent of me eligibles avail themselves of the advancz 
payment option (AElTC). The EITC is consequeraly not available to poor families to meet need,that 
arise throughout the year. Passage of the Health Security Act win ensure health care coverage fat 
low-income working: families. To ensure that work truly does pay. stm more needs to be done. 
Access to ehild care for pont families must be expanded and the EITC delivered on a timely basis 
throughout the year so that poor families can reap the full benefit of the credit. 

The challenge of m.kin~ work pay encompasses several initiatives: (1) disentangling access to bealtb 
insuran"" from welfare ,taluS; (2) ensuring accessible and affordable child care; (3) demonstrating the 
feasibility of implementing non-means tested income supports such as the Child Support 
Assurancellnsuran"" concept; (4) making improvements to the Earned Income Tax Credit (EITe); (5) 
making work: rational within weIfarei and (6) demonstrating new systems for easing the volatility and 
uncertainty of Ufe in the low~wage secondary labor mark:et. We focus on initiatives (4) to (6) in this 
document, 



I. MAKING WORK PAY BY IMPROVING THE EI'rC 

A. eEBMIIlJN(j PQBUC/"Y.,jDMIMS'lEBED ADVANCED ElTC eAYMENtSfSTEMS 

Current Law 

The earned income tax credit (ElTC) is a refundabJe tax credit available to a low~income filer who 
has earned income and whose adjusted gross income is below specified thraholds. Because the credit 
is refundable, im1ividuals can receive tlte fun amount to which they are entitled, even if the amount 
exceeds thelr income tax liability. The amount of me credit depends on a taxpayers earned income, 
adjusted gross income.. and the number of qualifying children, The size of the credit increases 
significantly.if an individual bas one or more qualifying children who meet age, residency, and 
relationship tests. 

Low income workers can claim the ErrC when filing their tal< returns at the end of the y=. In 
addition. w<;rlcers with children: have the choice of obtaining a portion of the eredit in advance 
through their employers, and claiming the balance of the credit upon filing thelt income tax returns. 
The amount of the advanced payment is calculated on the basis that taxpayers have oruy one 
qualifying child. The annual advanced EITe payment cannot exceed 60 percent of the maximum full· 
year BITe for a family with one chiJd. In 1994, the maximum advance payment would be $1,223 in 
1994, relative to a maximum annual EITC of $2,038 for a family with one child for a family with 
one child and $2~S28 for a family with two or mote children. 

An employee choosing to receive a portion of the EITC In advance does so by filing a form WNS with 
his or her employer. The employer is not required to verify employee's eligibility ror the credit. 
Employers may be penalized for failing to comply with an employee's request for an advanced 
payment. The employer calculates the advanced EITC payment to which an employee is entitled 
based on the employee's wages and flling status and adds the appropriate amount to the employee's 
paycheck. The employer redu... its payment of employment end income taxes to the IRS by the 
aggregate amount of advanced Errc payments made during the period end reports this amount to the 
IRS on fom 94 L 

At the end of the year, the employer notifies both the IRS end the employee of the actual amounts of 
advanced credits paid to the employee by filling in a box on the form W-2. When filing their income 
tax return at the end of the year. an employee is required to report advance payments, if any. of the 
Errc. 

The proposal would promote use of advance payment option of the Earned Income Tax Credit by j 

shifting the outreach and administrative burden from employers to selected public agencies, such as 
by petmitting States to deliver the advance payment through food stamp offices and by encouraging 
experimentation of integrating ElTC transfers both with emerging technologies (EST) and other 
income support transfer systems. 
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Rationale 

Few programs are aii effective in reaching the eligible PQpulation as the EITC. Every person who 
files an income tax return encounters information about the BITe. If the person does not claim the 
BITe bUI appears eligibJe for the credit based on information on his or het return. the IRS will send a 
Jetter to the person teJHng them about the credit, In addition. the IRS operates extensive outreach 
programs to inform Jow-income workers of their eUgibiUty for the EITe. 

Despite Ille succ..... of Ille current program, til. delivery of Ille EITC could be improved in a 
number of ways. First. information about the EITe should be broadly disseminated. Of particular 
concern are welfare recipients and other non-filers. These individuals may not know about the ElTe 
because they do have to file a tax return If their adjusted gross incomes are below the tax thresholds. 

Second. certain barriers to claiming the EITC in advance should be removed. In recent years. fewer 
than 1 percent of BITe claimants have received the credit through advance payments in their 
paycbecks. The reasons for Ille low u,i1ization rate are not fully known. A recent GAO slndy found 
that many low~ineome taxpayers were unaware they could claim the credit in advance. To remedy 
Illis problem, til. IRS luis begun an intensive effort to educate and encourage employers '" belp 
deliver advance EITC payments in workers' paycbecks. 

There may be other barriers to participation in the advance payment option. The GAO study also: 
found that once infonned, many workers stated that they would prefer to receive the BITe in a lump
Sum payment. While some workers may simply prefer the forced savings aspect of receiving the 
credit in a lump sum, others may fear their employer's reaction jf they aslc for a government wage 
supplement to be added to their paycheck:. Others may be fearful of owing the government a large 
sum of money at the end of the year because they received too large an amount in advance. 

While many EITe recipients may prefer to receive the credit as a lump-sum payment, others ¢Quid 
benefit from receiving the credit in more regular intervals throughout the year. By receiving the 
credit as they earn wages, workers would observe the direct link between work effort and the EITC. 
Some workers may experience cash-flow problems. and the promise of the credit at the end of the 
year may not be sufficient collateral for a loan, Others rely on expensive refund-anticipation 
programs and pay high Interest rates in order to receive the credit several weeks early. 

Third, Ill. potential for fraudul.., and erroneous claims of Ill. ErrC should b. reduced. A' til. time 
that advance payments are made to workers. neither the IRS nor employers have reliable information 
about worker's eligibmty for the EITe. Workers may receive the BITe in advance, only to learn at 
the end of the year that they must repay the IRS some or ali of the advance payments because they 
erroneously claimed advance payments. Other workers may make fraudulent advance payment 
claims. If the advance payments were based on more complete information about the worker's i 

eligibility (and Ille level of eligibility), such erroneous and fraudulen, claims could be reduced. For 
example, by 1996. worker willl two qualifying cbildren and 58,425 in self-employment will be 
entitled '" receive a 53,370 ErrC. Filing a return and e1aiming the credit would obligate tit. taxpayer 
to pay $1,289 (.1S3*SS,425) in SI.l¢ia1 security payroll tax, bu, Ille taxpayer would receive an SS 
retirement benefit and a cash benefit of 2,081. This creates a powerful incentive to create netitional 
earnings (or inflate earnings) particularly for the 40% of EITC recipients who use professional tax 
preparers (some of whom may not be terribly ethical). Double dipping (taking the 00_00 and lump 
sum payment is also a potential problem). And Ille political full ..t from a few highly publicized 
horror stories (',ould be devastating. 

3 




PRIMARY OmON 

Allowing states the option to provide advance payments of the BITe through othet agencies (e.g .• the 
offices wh,ch also provide food stamp benefits) may resolve many of these problems. A state could 
choose to target information about the BITC to welfare recipients or other individuals currently 
outside the workforce. Individuals: oould have the a choice of receiving the credit from a neutral 
third-party, without fear of notifying their employers of their eligibility for the BITe. Moreover, 
they could receive assistance in detennining appropriate amount of the EITC to claim in advance. 
States would a1so have the resources to verify eligibility for the credit better than employers, reducing 
the risk of erroneous payments being made to ineligible persons. This option would also allow for an 
evaluation of alternative delivery systems. 

Drafting SpedfiCi\tiQus for ProPOsal 

(a) 	 A State would bave the option to propose to the Secretary of the Treasury a demonstration 
project pursuant to which advance payments of the EITC would be made to eligible residents 
through a ,We agency. Such agencies may include public assistance offices (AFDC and/or 
Food Stamps), Employment Service Offices, State finance and revenue agencies, and so forth. 
A state may choose only one agency to provide the advance credit. 

(h) 	 Approval by the Secretary of the Treasury of a State's proposal would be required in all 
cases. The Secretary of the Treasury would consult with the Secretary of Health and Human 
Services~ the Secretary of Agriculture, and other Departmental Secretaries as appropriate if 
the State proposal includes coordination of EITe ,payments and other Federal benefits. 

(c) 	 Where appropriate, States may include in their· proposals tXlOrdination of advance payments of 
the EITC and other federal benefits (sueb as food stamps) through electronic benefit 
teebnology . 

(d) 	 State plans would be required to specify bow payment of the EITC would be administered. 
States must include a detailed explanation of how eligibility for the credit would be 
determined and verified. States would alsu have to agree to provide recipients and the lRS 
with annual information reports in a timely fashion (typically by January 31 of the following 
year) showing the amounts of the ElTe paid in advance, In addition, states would agree to 
provide the IRS with a listing by December 1st of the names, social security numbe:rs:, and the 
amounts of advance payments received through October of aU persons who participated in the 
state program at any time during the year (through October), States which falled to meet 
these reporting tequirements would not be allowed to continue participation in the program.; 

(e) 	 States would be allowed (but not required) to provide on an advanced basis up to 75 petteDt 
of the maximum amount of the credit for which the taxpayer is eligible. 

(I) 	 States would reduce payments of witllbolding taxes (for both income and payroll taxes) from 
their own employees by the amount of the advance payments made during the prior quartet. 
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(g) After the processing of income tax returns and matching of returns with information reports, 
the Secretary of the Treasury would be required to issue an annual report detailing the extent 
to which EITC claimants under Stale plans: (I) participated in the state plan; (2) filed a Ill< 
return; 	(3) reported accurately the amount of the advanced payments payable during the yeat 
by the state; Md (4) repaid any overpayments of the advanced EITC within the proscribed 
time. The repon wouJd also contain an estimate of the amount of the excessive overpayments 
made by the state. Excessive overpayments would include advaru::e payments not reported on 
the tax return and advance payments in excess of the EITC calculated on the basis of 
information reported to the IRS and causing taxpayers to owe outstanding amounts to the lRS. 

(Il) 	 States would be required to repay the Federal government the atOOUnts of excessive advance 
payments made to State residents participating in the plan. The Seermry of the Tr .....ry 
would demonstrate that due and diligent elfurt had been made ro recapture these amounts 
through normal procedures. States would beenme liable for the excessive amounts willtin two 
years of the ming of. tax return was required. If the IRS subsequenUy collects outstanding 
amounts from the taxpayer, the state would be reimbursed. 

(il 	 The Secretary of Treasury and the Secrmry of Health and Human Services would jointly 
ensure that technical assistance is provided to States undertaking demonstration projects aimed 
at increasing partlcipalinn In lite EITe and the ElTC advanced payment programs. Sufficient 
training and adequate resources would be provided to both agencies pursuant to the provision 
of technical assistance to the States. The Secrmry of HHS will see that such pilots are 
dgorously evaluated. 

ISSUES: 

(1) 	 Part (h) abo.e makes slat", Uable ror .'«.....1•• advana>d payments. Thls may 
discourage participation in program and further' raise pubUe ~ about "error" In 
the EITC. 

(2) 	 The above unly deals with s:tatptory changes involving increasing use of the advance 
ElTC payment. There are no provisions here (or non welfare eamings supports or 
incre3Sing the use or ,he end-of-yenr EtC refund. Should more be done? 
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B. 	 MAKE THE EARNFJ) INCOME TAX CREDIT RESIDENCY CONSISTENT FOR 
FOSTER CARE CHIIDREN. 

Current Law 

The 1990 amendments 10 the EITC authorizedfoster children as "qualifying children." However 
Congress imposed a one-year houselw/d residency requirement for josler children, a/dwugh this 
requlremJ!nt Is OIl1y six moNhs for all other categories ofqualifying children. The I'glslatlv< history 
(C<JJiference !lepert /0/-964, pp. /037-/038) provides no explanation for Imposing" longer residency 
requirement on/oster children. 

Change the EIC household residency requirementsfor qualifying foster children to six months. 

RllIionale 

Because of the current residence requirement, some foster pcrents who woald athelWise be eligible for 
the ElC do 1IfJt qualify. especially those eating for children for reIaIIl'tIy short periods oftime. This 
creates a d/slnuntive for these pcrentS 10 coallo.. eating for foster children and to becondog foster 
parents in the first place. 

Many foster chUdren enter muJ exitfoster care within a year, mtaning that their foster ptzrents cannot 
claim the ElCfor thoJ portillo of the year. Furthermore, even ifa child Is In care for afoll twelve 
months. ualess this time period exactly coincides wilh the tax year, the parents could not qualify for 
the ETC. Far _'e, foster parents caring for a child for a 2O-monrh period (from Febnmry /993 
to October 1994) ""aid not be eligible for the ElC In either year. 

Drafting lip"'" 

Change the EIe househoJd residency requirements for qualifying foster children to six months. 
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II. MAKING WORK PAY mROUGIl TIlE MODIFICATION OF WELFARE RULES 

Current Law 

Federal AFDC law requires that alJ income received by an AFDC recipient or applicant be counted 
against the AFDC grant except that income explicitly excluded by definition or deduction. States are 
required by Federal: law to disregard certain earned income when determining the amount of benefits 
to which a recipient family is entitled. For the first four months of earnings, working recipients were 
allowed a $90 work expense di.sregard~ another $30 disregard, and one-third of remaining earningg 
are also disregarded. The one-third deduction ends after four months and the $30 deduction after 12 
months. A child care expense disregar<1 of $175 per child per month ($200 if the child i. under 2) i, 
permitted to be calculated after other disregard provisions have been applied. States are now required 
to disregard the EITC in determining eligibility for and benefItS under the AFDC program. 

Two other provisions in current law are relevant to this discussion. Allowable resources are limited. 
by Public Law 97-35. '" $1.000 (or such lower amount .. the SUIte may delerm1ne) equity value (i .•.• 
market value minus any encumbrances) per family. excluding the home and one automobile if the 
family menther', interest does not exceed a limit chosen by the Secretary of Health and Human 
Services. HHS regulations set $1,500 or a lower level set by the state as the equity value limit for 
the automobile and petmit states to exclude from oountable resources ~basic items essential to day to 
day Uving~· such as clothing and furniture. Neither law nor Federal regulations mention capital 
equipment as being exempt from the resource requirement. 

AFDC provides cash welfar. benefits for (I) needy children who hove heeo deprived of parental 
support or care because their father or mother is absent from the home oo:ntinuously~ is incapacitated. 
is deceased or is unemplQyed, and (2) certain others in the hQusehold of such child. 

There is nothing in Title IV of the Stx:ial Security Act directly comparable to the provision described 
in this section. Several States have. however~ established their own Earned Income Tax Credits. 
Some States in wbich the maximum benefit is tess than the need standard disregard earned income 
such that working families continue to receive assistance up to the full need standard. 

The measures discussed below are intended to ensure that families which are playing by the rules; 
where the responsible adult has cooperated in secoriflg a cl1ild support order (where appropriate) and 
worts at a ba1f..f:ime. full-year job is able to escape poverty, 

Welfare reform is difficult to achieve. On the one hand. we want to "end welfare as we know it." 
particularly chronic and exclusive dependency on cash public assl,tance. 00 the other hand, we wapt 
children to be free from economic want, to have access to a sense of economic security. At the same 
time, we want our public resources to be spent wisely, specifically, that our limited resources be 
targeted on those for whom the benefits were intended. It is the vision of this reform to SUbstantially 
reduce chUd poverty wbile minimizing the most devastating form of dependency, the exclusive 
rcliance upon public assistance. Finally~ we want to target scarce public resources carefully. 

This vision can be realized only if we redesign and roordinate our tax and transfer system. Such an 
integrated Tax·transfer (lTI) system would achieve four objectives: I) reduce poverty among children 
in working families who otherwise would be eligible for AFDC benefits; 2) enhance the economic 
rationaHty of work over exclusive dependence on welfare; 3) more efficiently target benefits on the 
poor and nea.r-poor; and 4) minimize the degree to which fraudulent and inappropriate expenditures 
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are made in the ,,"\lITem system. Wbile the I1T proposal encompasses tWO m~or initiadves~ a 
reqapture component that uses the tax system to recoup a portion of benefits paid to the noni'OOr and 
a suw1ement component that uses the income tran.,fer system to "make work pay," the discussion 
below focuses entirely on the second component. 

The supplement or filHhe~gan component would use the means-tested transfer system to ensure that 
AFDC recipients who work at some reasonable level of effort and receive child support can have 
incomes that equal the poverty threshold or some specified fraction thereof before benefrts are phased 
out. By making certain changes in the AFDC earnings disregard policy (as described below), 
dissatisfaction with the current system could be muted. The proportion of families who derive aU of 
their economic sUpPQrt from welfare would drop substantially, The ability of low~inoome work.ing 
families with children to escape poverty would be enhanced. The effectiveness of this component 
would further be strengthened if asset and filing unit rules also made it easier fot low-income families 
to achieve self..s;ufficiency. 

A GENERAL ISSUE: 

This p .... posaI raises a ..ry important Issue straight on. Will poverty. particularly child povorty. 
be addressOO in ibis relonn package? Other tedtnlral and normative Issu .. are also posed. To 
what extent should welfare or welfare--related polley be: used to support part.time work! will it 
distort labor market decisions about Ibe kind of jobs that will be offered; will it ...........g•• 
standard of expected behavior among recipients tbat \ViII fall short of selr-sumclenq (in the eves 
of many observers)? Can we sell the C()(l(:ept that working part..time and ~vlng welfare 
benefits is "d'langing "'"elran'! as we know it,!/I 

Rationale 

Real wage opportunities for young heads of households have dropped substantially over the past two 
decades. One recent study estimates that by 1988 nearly IS percent of children under six lived in 
families that could not have escaped poverty even if the adults in their families were working and 
earning at their full eapacity levels. This is because the family heads' earnings capacity were low due 
to poor education and other human capital traits. 

Emerging labor market ehaJlenges simply cannot be ignored. For more than two decades in the post 
World WIlI II period real wage growth was unparalleled and wage inequality feU. That reversed in 
the early 19705. Low--earners (those who canoot earn enough to lift a four~person family out of 
poverty) feU dramatleally between the late 40s and early 70s. by some two-thirds fur some groups. 
The proportions have now r;sen to their 1950s levels for may of those same groups. These trends 
encompass even those with human capital Jevels that would have boon considered adequate by 
historieally standards, •. g_ those with a high school diploma_ 

Public supports for low income workers have been improved recently but (and I might not admit this 
publicly) not enough. Increase in the minitnunt wage offset some of the loss in value experienced 
during the 198Qs. However, the $4.251evel remains far below the $6 + value that prevailed some 
quarter century ago_ The !lITe has been dramatically expanded. When fully implemented, a 
minimum~wage worker getting the maximum credit will receive what amounts to more than a $1.60 
per hour benefit or "raise." 5tH!, in 1996. the net hourly pay for a full-time minimum wage earner 
with two children, accounting for EITe and payron taxes will be $.65 less an hour than it was in 
1979. The net hourly pay (worker with 2 or more children) wa.!) $5,79 in 1979; dropped to $4,13 in 
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1939; and will increase to $5.14 in 1996. Unless additional changes are made~ the value will begin to 
decline again (assuming inflation and not deflation). 

Moreover. the value of welfare benefits have declined-the "ending welfare as we know if' by the 
inch process. The weighted average of AFDC benefits across states declined by 44.5 petcent since 
1970; combined widl!be cushion provided by food _tamps. the decline is still 28.5 percent, The 
typical non~working family in the typicaJ state can expect AFDC benefits that won't reach 40 percent 
of poverty and combined benefits that might get them to 70 percent. And since, in the tong run, 
earnings largely substitute for welfare (te,. welfare does not supplement earnings very well), the 
chaUenge of raising many families out of poverty remains daunting. 

In addition, as a normative statement, It is arguable that ought not expect all single parents with 
children to won: full..f.ime; something that most married mothers do not do. A single parent raising 
cbildren might well have to work mere dlan full time to he fully self-s.fficieot. particularly If no 
child support was received, Since low~ineome parents cannot afford to purchase some of the supports 
higber income parents can~ this is a very bigh expectation indeed. And there is the practical side. 

From the searce data available. working welfare exiters who subsequently luse their jobs ate three 
times as likely to faU back onto welfare than get UI. Using welfare as an eamings supplement may 
make transitions in and out of the labor market seamless fur those. whose earnings capacity remains 
low. That is, a welfare mother might be hesitant to enter the labor market because she cannot predict 
her income stream well, may be concerned about loss of health care, and may be concerned about 
getting back on to welfare if the job is lost. These uncertainties represent very real ooncern5 for 
those on the economic margin. 

There is no denying that using welfare as an earnings supplement potentially is controversial. But it 
may be the only practical solution in the intermediate teem. None of the other potential non-welfare 
solutions-further increase in the EITC or other refundable family and child tax credits, raising 
minimum wage levels, assur¢ child suppon, and so forth-are likely to be entertained seriously in the 
near future. Making work pay within welfare may be an expedient solution in the intermediate term. 

Over a decade ago, the politics of combining work and welfare were clear. The Reagan 
administration articulated a policy position that welfare was not to be consciously used to supplement 
income, This is not really a sustainable position among conservatives. most of whom believe in 
economic rationality and opportunity. In consequence, the optics of this proposal are not straight 
furward. The Republican administration in Micbigan is pushing AFDC as an income supplement. 
The proportion of their AFDC easeload that is working is approaching 2S percent ,and their total 
AFDC easeload is falling. They are happy, W"oonsin·s proposal (Parental and Family Responsibility 
or Bridefare) consciously uses welfare as an earnings supplement for the intended target group-....t.bey 
introduce a $200 + SOli> rule where the first $200 is disregarded and 50\1(; of the remainder. A 
Florida waiver proposal would combine time-limited AFDe payments with an increased asset limit 
and a similar $200 and 50\1(; income disregard rule. 

The ultimate conundrum and challenge of this proposal is that one must argue that "ending welfare as 
we know it" may require that continued welfare receipt be institutionwized for a subset of the target 
popUlation. This goes to the very beart of the reform debate: what is dependency; is reform only 
concerned with ending dependency or with reducing poverty and dependency; and so forth. If clients 
are working. that may satisfy the ending welfare as we k.now it pledge. 
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If the merit of the arguments are not persuasive, certain realities associated with not pursuing this 
alternative must be considered. We might call these the cost and capacity rea1ities. If we assume that 
the proportion of working recipients increases by eight percent, about double the rate with any 
earnings now. this would immeasurably help the reform in its steady state"condition. Assuming the 
time clock:: stops. that would by eight percent fewer families hitting the wall and requiring a WORK 
slot. This might be some 450~OOO slots in several years or almost a doubling of the number of slots 
that might be available. This is not a mere matter of cost but also of institutional capacity. the ability 
to create these positions in the first place. Moreover. famng to move in this direction could well put 
us in the position of requiring peopJe to quit a part time private sector position to take a public sector 
position (or heavily subsidized private sector position). an outcome that wilJ be difficult to explain. 

PRlMARY OrnON: REQUIRE STATES TO USE WELFARE TO SlWPLEMENT 
EARNINGS, 

Some states have chosen to set their AFDC benefrts very low. PoliticaUy. we cannot do anything to 
raise the need standard or benefit level in particular stales. However. if individuals work. or receive 
chUd support (i.e., are 'playing by the rules"), this "ditional income should be used to supplement 
benefits in low-benefit states (through a fill-the-gap policy), instead uf reducing benefits as uedor 
current Jaw. until the family's income is up to some fraction of the poverty threshold. 

Drafting Specifications of p[ooosal 

(a) 	 The asset limit will be changed to conform with the Food Stamp program; $2,000 for filing 
units headed by a non-elderly "ult and $3,000 if headed by an elderly adult. 

(b) 	 The rules governing filing unit will be changed to conform with the Food Stamp program 
regulations ('?) Inew filing unit gross income limit 0). [nood decision bere] 

(c) 	 States would continue to set payment standards as under current law; except as modified 
under part d. 

(d) 	 The proposed AFDC benefit c.alculation differs from current law in several respectS: i} the 
payment standard (guarantee) in all states shall be the lessor of the {(% of need met) • 
Standard of Need} or the Maximum Allowable Benefit; H) all states Rateable Reduction 
percentages are set equal to one and are eliminated from consideration; iii) the definitlon of 
countable income is changed by redefining the Earnings Disregard. first by eliminating the 
distinction between income derived from earnings: and child support (the $SO child support 
pass-thru is incorporated in the earned income disregard), second by changing the amount of 
the current flat income disregard to $200~ and third by introducing a variable earnings 
disregard (see (I) below). • 

(e) 	 Each state will delennin. if it has a Benefit Gap (BGl. The SG is calculated by first adding 
the AFDe Payment Standard and the Food Stamp allotment. The BP is equal to 75% of "'. 
Census poverty threshold for a family of three minus this sum. An amount equal to the SG 
will be added to the new flat income disregard of $200, if applicable. 
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(0 No state will be allowed to begin reducing the AFDC payment standard untH earnings 
(including the EITC) plus child support payments are equal to 75% of the poverty threshold. 
Then a variable benefit reduction rate will ,be determined for each state, based upon a Poverty 
Threshold Factor (PTF). The calculation of the PTF is based on the presumption that a 
mother who receives $200 per month in child support and works half-time at a minimum 
wage job (subject to. payroll tax) should be able.o reaen 100% of the census bureau's 
poverty threshold. The PTF is the proportion of earnings plus child support net of the flat 
disregard which must be disregarded to achieve 100% of the poverty threshold for a family of 
three. The range of allowable PTFs would be from 0 percent (3 100 percent marginal tax rate) 
to 50 percent (a 50 percent marginal tax rate). States would be allowed to set there PTF's so 
that the break even point would b. blgher than the poverty threshold. The break ev"" point 
sllallnot be bigher than % of the poverty threshold. 

(g) Non earned inoome would be treated as under curren. law. 

Simply pot, AFDC hooefilS could not he reduced until income from those auurees reaches that 
proportion of the poverty threshold. That is, sWes would disregard all earnings and child support 
until the combination of earnings (including the EITe) and child support exceeded 75 percent of the 
three peraon poverty threshold. After that, AFDC hooefilS .... reduced at • rate such !hat the eash 
benefits end wben combined resources from the above mentioned sources reach 100 percent of the 
three person poverty line. The benefit reduction rate may be set so that the break even point is higher 
!han this poverty threshold but never luwer. 

In effed:+ the federal government would establish a new break-e:ven point for working famiJies. For 
recipients with earnings. states must ensure that APDC benefits do not phase out completely until 
AFDC. food stamps. earnings, and chUd support (anything else?) are equal to 100 to _ percent of 
the poverty guldelin. for a family of three. 
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ADDENDUM TO OrTIQr:H'ART TIME WORK. 

Another way of viewing this issue is that we would be dividing AFDC into two programs: 
Transitional Suggon (for those not working or not working much) and Work SUDQg!l (for those 
working at least balf-time). The proposal would make life easier for the working poor by simplifying 
their interactio-ns with assistance programs. It would separate out the two missions that have evolved
-TS for non or matginaJ workers and WS for low income workers. 

Tnwsilional Support (TS) would be the time limited AFDC program. JOBS participation would be 
mandatory for receipt ofTS. although referrals and extensions would be available as discussed 
elsewhere. 

Being on Work Support (WS) would be more attractiYe than belog on TS: 

adopt the food stlIIllp filing unit fur this program, 

asset rules would be liberalized and IDA demonstrl1tions might be limited to WS participants. 

WS system could set up state BITe and/or administer the EITC advance payments as 
discussed earlier. 

WS would not be time limited as long as participant worked a minimum of 2:0 hours per week 
(yary by benefit leyel?). 

Addendum Issues' 

Is this liute more than a name dumge? Does It reduce or Increase complexity. Does It really 
deal with dmllenges timt originally would have been addressed by Work Support Agendes. 

General Issu .., 

(I) 	 Should stat .. be required to maintain AFDC guarantees at some innaUOtMdjusled level? 

(2) 	 Can !he pl'<Sident send. m_e that balf-time work Is playing by the rules and 
supporting what some consider ...... ket r.lI...... through !he weir.... system? 

(3) 	 What benefits will be ineluded In !he definillon of I"",.,. for the purpose of making 
these calculations; SSI, _on 8 bouslng, and so forth? 
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III. MAKING WORK PAY nlROUGH WORK SUPPORT DEMONSTRATIONS 
, 
I 

d. GENE&IL WQRKSUPPORTDEMONSrRAUONS 

Current Law 

Currently. there are some sUppOrt services for welfare recipients while they a/'€ on asststance and 
pF<J"lI'/ng to become self stdliclent. These services may Include child care during AFDCIJOBS. 
medical assistance. transportation. trans~rfati(Jn,famUy planning, lift skills eniuzncemI!nt, and CilSt 

managemenl. Child care and medicaid cOn be extended up to one year lor those exiting 'Welfare 
because ofhigher earnings. But the C""en! system is fronJ~erulloaded. ThaI is, the asswnpllon Is 
that a participant Is trained. exits welfare 'and stays off welfare. 

The vision being contemplated Is one where supportsjor low-wage workers wlthjamJ1les are avaUobie 
on an ongoing basis. These services should seek to reemploy those wIw lose thelrJobs and provide 
those services. Including ttmporary financial help. so that labor I!Itl1'ki!t disruptions can be minimized 
and re-entry 01110 welfare can be .""lded. ! 

Rationale , 
I 

The traditional sterootype was a person was on welfare or not When they left weJfare. if ever. they 
stayed off. It was also assumed that tho..' in the work world would find a job after graduation (bigh 
.school Ot college) and remain employed ~ employable for their adult lives. in most cases. 

, 
i 

Common sense bas always suggested that this welfare image was too simplistic. And the 
accumulating empirical evidence over the past decade bas Indeed presented a quite different picture. 
A significant proponion of new entrants will IllQve between states of dependency and non 
dependency. Some 70~ of new entrants exit in two years, about one-half for work:. But within 5 
years. some 70 percent of those will retunL A similar turbulent picture is found for those in the 
secondary labor market. Job transitions and disruptions are very common, even within brief time 
periods, Many of these people do not have sufficient work histories to qual ity for benefits under the 
UI system. The primary reooui~e uvailable to them upon a job loss is the welfare system. 

I 
Our welfate and JOBS systems are geared ~ward graduations; treating people and moving them on. 
We now assume that even those wlth high levels of human capital may have to make 7 or 8 re
investments in training and new skillltecb.nOJogy acquisitions over the course of a lifetime. We must 
begin to work on developing a similar rersPective and supportive systems for loW'-wage workers and 
those who must~ on occasion, receive income assistance for their families. 

Stigma is a two edge sword. On the one hloo we want to send the message that personal 
responsibility and work is expected; that work: is. better than welfare. and that welfare is to be 
temporary support, On the other, we must' be careful not to unfaIrly stigmatize those who have no 
ct10ice but to be on welfare. at least tempo~Uy. 
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I. 	 Work Support Dem...trati.... 

A series of demonstrations W()uld be adopted to test other strategies to suppon low~income working 
families: I 
States would establish work support agencies with distinctly different responsibilities than rv~A 
agencies and possibly housed separately from the local IV~A agencies to provide centralized services 
speC:lfica1ly to working families, The Wort.: Support agencies could be administered, for example~ by 
the State employment or labor departmentS; by Community Action Agencies, or a One--Stop Shopping 
C~. ' 

, 
The work support offices wt>uld provide food stamps, child care, advance EITC payments, and 
possibly health insurance subsidies to eligible low~income working families, or (at local discretion) 
families suffering a temporary labor market disrnptwn, Employment-related services such as career 
counseling, assistance with updating resumes and filling out Job applications would aJso be made 
availahle specifically to Wllrking families, a. opposed to AFDC recipients, through the work support 
office. 	 I 

, 
The participating State would be responsible for the design of the work. support agency, including the 
adminis.trative structure and the menu of services l but would have to receive approval from the 
appropriate departments (in most eases Agticultute, Health and Human Services and Treasury) 

I 
The Secretaries of DHHS and Labor jointly would issue general guidelines for the development of 
these pilot progmms. Among other things', these pilots generally would address the foUowing design 
and administrative questions: I . 
• 	 Target Population; Who should such an agency serve. Possible popolatlons range from 

working welfare clients to broad groups of current and former recipients as well as other tow~ 
income families with children, ! 

• 	 Basic Organizational Questio ..: IWho shoold run such. program; the welf.re office, the 
JTPA Service Delivery Areas, employment service. an integrated one-stop career center. and 
entirely new agency? Who should Imake key strategic and case-level decisions? What type of 
staff is needed? And so forth. : 

• 	 Basic Design Questions: Should LlVkes be on·-site or should the agency merely broker, 
refer. andlor advocate for Clients11What range of services ought to be offered? And so forth. 

• 	 Basic Process Questions: Which ~Hents should get what, when. and in what order7 Who 
should make these decisions and on what basis? For how long should services be providedt 
And so forth. I 

• 	 neOnitioll of Success: What will constitute a successful system*s exit7 How will we know if 
such a program is working? What lcost of success is acceptable! 

To answer these and other qoestions, the sLretary of DHHS will carry out the foUowing steps: 

1. 	 No less than _ state/or Joca1 deJonstrations of the Work Support Agency concept be 
undertaken, testing out various alternatives and strategies for developing effective work 
support functions. 
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2. 	 The relevant federal agencies (see above) will prepare guideHnes for establishing the pUot 
programs by _ . 

3. 	 A host of possibJe organizations and agencies (e,g., locaf and state. profit and non-profit~ 
public and private) will be permitted and encouraged to apply. 

4. 	 No less than $ _ million be set aside to support these pilot efforts. States (or local 
sponsors) will be required to put up _ ~ of the total cost and none of the evaluation costs. 

I 
5, 	 These pilots wiU be implemented in a variety of environments; urban and rural sites; good 

and bad labor markets; sites enco~passing various design and service strategies. 
i 

6. 	 Work will immediately begin by QHHS on conducting an oval.ability .....' ...nt. A plan for 
evaluating these pilots will be avaifable by _ . 


, 

7. 	 The pUots wilt be eoordinated to the extent feasible with the one--stop career center concept 

being developed within the Departlnen' of Labor. The Secretaries of HHS and Labor shall 
report to Congress on what steps have been taken to ensure that such coordination and 
integrat... takes place. i 

8, 	 All demonstrations will be evaluat~ using approacbes that satisfy basic social science 
standards. ' 

To become a pilot program for this conceJt? States must respond to an RFP and submit a detailed 
plan for accomplishing the objectives established by the Secretaries of Labor and HHS. 

I 
ll. ALTERNATIVE UNEMPLOYMENT INSURANCE DEMOs 

, 

The Unemployment Insurance (111) program pays benefits primarily to workers who have 
involuntarUy lost their jobs and who have met certain earnings and employment requirements. The 
UI program is State designed and State op~rated; States estabHsh to";,;: employment and earning 
requirements. Workers without substanti~ 'WOrkforce attachment do not ordinarily qualify for 
benefits. 

, 
Workers who do not qualify for benefits may be forced by economic need to enter the welfare 
system. If a program of work related were created for these workers. they might be able to bridge 
temporary gaps in employment without recOurse to means~tested benefits. 

I 
This new program could be called Alternatiye Unemu1oymeot Insurance (AU))-a program which 
W()uld provide a type of UI benefits to ex~ienced workets with a weaker attachment to the labor 
force than is typically required by ,ta'...,pOrated UI systems. AUI would b. a federally designed and 
financed system hut would be operated oy the states. As such, it would be similar to other federal 
programs which: pay benefits to former fed~al government workers, ex-miHtary service members, or 
trade-impacted workers. , 

Ex-workers woutd receive f&-employment kistance and search for employment while collecting AUI. 
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The Demonstratiun 

An AUI demonstration would test the effed:iveness of an alternative method for providing income 
support, labor market linkage assjstance~ 8nd job search he1p to workers experiendng temporary 
unemployment. Such projects would be of,erated in 4 or 5 diverse, goographicaUy dispersed, 
moderate-sized hlbor markets. I 

i 
(I) 	 These Jabor markets would be diverse and selected to be somewhat representative of the U.S. 

as a whole. \ 

(2) 	 The sites probably should be gOOg~hiCany isolated, because in-migration effects to take 
advantage of the new program are!a possibility (another possibility is to have in~m,grants meet 
certain residency requirements). The AUI program would bave to make an offer of benefits 
not available in surrounding labor markets. Some general pubHcity about the new program is 
necessary since likely eligibles would not otherwise he eligible for UI and, since they recently 
have been employed. may not be ~ming from the welfare system. 

I 
(3) 	 The sites would also have to be moderate in size to assure a manageable labor market in 

which to operate a demonstration project. particularly if costs are to be contained. 
I 

Widtin this labor mark .... workers (need belter dennition) wlto became unemployed would b. 
offered AUI benefits. even if they did not qualify for benefits under the regular UI program. The 
demonstration would simulate what would happen if a Federal benefit were created and extended to 
this expanded target population. I 
The demonstrations would be designed as an experiment. Workers would be randomly selected into 
treatment and control groups. Some workers would coUect AUt while others (the controls) wou1d not 
be eligible for the benefits. Subjects in both groups would be would b. followed for a period of S 
years to determine their subsequent labor ffiarket and welfare use behaviors along with other outcome 
measures of interest, I .. 
An evaluation would be conducted to deteimine the impact of AU} on workers (e.g., wages, duration 
of unemployment. welfare receipt) and a benefit-cost analysis will be done. 

I 
FuwIiO& I. 

Funding for the demonstrations are to come from HHS reseateh funds and would cover the cost of 
providing both benefits and the cost of administration. The cost of design. monitoring and evaluation 
would also be covered out of demonstration funds. 

ISSUFS: 

(I) 	 Is this addition.1 bu..... ueracy and expense neussary if AFDC will be available t. half· 
time workers lind eligible persons can earn back cash assistance a.~ a runction of time orr 
assistance? 

(2) 	 Is a demonstration strategy 5umclent? Do we know enough to push further than this? 
What are the areas or managemeht uncertainty: 

I
Who should De able to apply; what should they get; and for how long? 
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Who should pay ror this; who (Labor, DHHS) should be responsible? 
, 
, 

Would this make states eYen mo're restrittive in their VI program ir they can shin oost to 
the Feds by making maximum Use of this program?

I 

I 

SOME GENERAL DEMONSfRATION ISSUES, 

(I) How can HIlS proactively ...J. slates to uoderlake lnuo ••lions thot are ronsislent with 
rerorm prlnclpl<s? 

• Actively solidt volunteer states? 

• Provide I""""ti•• """"'1 or r.....ble mateM 
I,,, 

(2) How can lUIS better ensure that rigorous evaluations aTe done and the resulu med ror 
plliey purposes? , 

(3) Howeau sueeessrul demonstratll best be etTectlvely tran..rerred to other sites? 

I 


I
,, 
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I. 
I . 
{DIW'T.jIr ............. tdtJ
, 

D. USE ADVANCE CHILD SUProRT PAYMENTS OR CHILD SUPPORT ASSURANCE 
PAYMENTS TO SUPPLEMENT EARNINGS • . 

I 
A TENTATIVE DECISION HAS BEEN MADE AS PART OF THE CHILD 
SUPPORT RECOMMENDATIONS TO PERMIT AND ENCOURAGE 
DEMONSTRATIONS OF:VARIOUS CHILD SUPPORT INSURANCE SCHEMES. 

I 
E. ENSURE ACCESS TO APPROPRIATE AND AFFORDABLE CHILD CARE. 

I 
SEE CHILD CARE RECOMMENDATIONS AND SPECIFICATIONS 

I 
F. ENSURE ACCESS TO HEALTH CARE IRRllSPllCTlVE OF WELFARE STATUS . 

PASS THE HEAl.TH SECURITY ACT OR ITS EQUIVALENT 
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€ONFlBEN'I'bl:L 
I 	 "'"~ 

REINVENT GOVERNMENT ASSISTA."ICE 

A. 	 RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS 
, 

7he ralionnlizallon and slmplijlcalwn ofaSsistance programs Is something ofthe /wIy grail of welfare 
reform-al'tVO'Js sought. newr realized. TIte reasons are many: different goals ofdifferent programs, 
varied constituencies. Departmental differences. divergent CongressionoJ comminee jurisdictions, and 
the IlUMJable creaJron a/winners and lose'rsfrom changing the stt1lUS quo. Yet everyone agrees thai 
recipients, administrators, and ttJ:cpayers we all losers from the current complexity. Below are 
several proposals for reform. The proposOls do not m.akit sub.rtantial changes in program structures. 
Ralher. the proposals achieve simplificallo. by stnandlnlng adminIstralive proc£sses and by 
cotIformlng program rules he/Ween the AFDC and Food Stamp programs. The proposals modifY 
existing rules thai creale unnec£ssary complexity and cotifUslonJor program admInistralors and 
reclpltllls. 	 ' 

J, 	 Filin: Unit 

NOTE: Filing: unit options win be discussed at a separate meeting; 
I 	 ' 


Under current law. the A.FDefiling unit must consist ofa needy deprived child, Us Mlural or 
atloptive paTen/(s), and all natural and adoptive brothers and sisters (including haJfbrothers and 
sisters) who are living together. The unit's income and resources are used to determine eligibility and 
the tJI1UJunt ofpayment. A stepparent is treated the same as a fUlturm or adoptive parent for filing 
unit pwposes ill seven States (Nebraska, New Hampshire, Oregoll. South Daknta, Utah, Vernw1U. 
and Washington;. The" Stales heW! laws 'of general applicability which /wid the stepparent , 
responsiblelor (he children to the same alent as a natural or adoptive parent, In all other States. 
the stepparent's needs are fU)f included in ike unit and his/her incmne. after cenain disregards. are 
considered available to the unit members, I 

, 
Ifthere is no parent in lhe home, then another llOn~legally responsible relative with wIwm the child is 
living may, at hislher option, jOin the unUland be assisted. Additionally, Stales may exercise the 
option 0/ includillg an Olhetlndividua1(s) living in the home as an essential person(sj. The essential 
person's income and resources are used to, detennine eligibility and anwunt ofpaymenL 

c"rtaln parents and sibling are excluded from the unll: Illegal 0IIIi sponsored aliens. recipients ofSSI, 
fosIer children. and Indlvldaals ineligible due to lamp sum incmrte. 

(a) 	 Filing unit options range fro~ mJing smalJer cbanges to including the entire household, an~ 
eliminating the UP/IP test for 2-pa;rent families. Staff have gathered data on several options 
which can be provided. Additional filing unit options include: 

i ,, 
OPTION 1: Define the filing unit as households with a cbild or children under the age of 18. or 

age 19 at State option jf a full time student, the thild's siblings under the age of 22, 
and the child's natural:, adoptivet or step- parents. The income and resources of these 
members win be. used to determine eligibility and benefits. ,,,, 



, 
OPTION 2: 	 Define the filing unit as households with children under the age of 18. or age 19 at 

State option. if a full time student and aH adult members; the income and resources of 
.Ill members will be used to determine eligibiJity and benefits. 

, 
I 

OPTION 3: 	 Define the filing unh as households with children under the age of 18. or age 19 at 
State option, if a full time srudent and aU adult members who purchase food and 
prepare meals together; ~e income and resources of these members wiU be used to 
determine eligibility and benefits. 

, I 
OPTION 4: 	 Define the filing unit as households with children under the age of 18, or age 19 at 

State option, if a full-tim~ student and their relatives, including any other individuals 
in the household who claim the children as dependent!\ for income tax purposes; the 
income and resources of these members will be used to determine eUgibmty and 
benefilS. I 

2. APPUCAnON PROCESS ISSUES 
I, 

(a) Appli",,119!l Foon' 

Current La~: 

1he FfXJd Stamp Act requires the use ofa simplified, nalwnal form or an approved sub5tltuJe 
containing specific conJent reqairemenJi, induding figlus and respomibilities. A combined 
application/or public assistance hbusehOlds and general assistance houseMids is required. Under the 
AFDC program. States are free to design the application form thai will be used tmd to prescribe how 
to nolify applicants qf lheir r/ghJs and obligations. 

I 

Current Law: 

I 
In MDG, a decisw. on the application musl be reached by lhe Slate wlthl. Slate established 
standards, Mt 10 exceed 45 days. BeM/its may he provldedfrom the date of appilcatioo or 1101 /Oler 
than the date ofautha_io. or 30 daYs from appliCOIion. As a matler qfpractice, requested 
dacumelllatioll must be provided by tMappllcont within a stale specified time frame (usually 10 days) 
or the application may be denied. ! 
'!he Food Stamp Act requires pttyment kfbe""/i1S retraactlve 10 the dOl. ofapplication within 30 days 
ofappllcaJif)ll under nortnal processing or within j days for expedited service for clienJs in emergency 
situations. Regulations provide <kia/lid procedures about scheduling appoilUments, including a 
second appointment ifan. applicant miSses t~ first one. atul other rules ifa determination of 
eligibility is not ItU1lk: wIthI. 30 days. ' 

Vision; 

2 

I 



To provliie applicants wiJh all<, simple, easy to rend and understand appltca:ion form lor AFDG and 
food stamps. ExpediJed processif'lg will ~ provided/or families til emergency need situations. 
Eligibility will be determined within /den/leal time frames in bath programslor both expedited and 
normal applications. Flexibility witi be given to Stales for scheduling appoinlmt:ms and verifying 

/riformOllon. 	 . I 

Draftin& SDl!£i: 	 . 

(a) 	 The Food Stamp statutory and rJuJatory provisions mandating the use of a national simplified 
form or approved substitute woul(j be repealed. 

! 
(b) 	 New Food Stamp and AFDC provisions would require States to use a generic application for 

both programs to obtain basic ho~sehold. income and resource information. The application 
would have to be easy to read ~ would 'contain cQnsJstelfJ in/ormoJion tf) rwlth the applicant 
0/rights and responsibilities for both programs. 

(oj 	 AFDC rules would be revised ",/conform '" the Food Stamp, 3{J day standard for normal case 
processing with benefits retroactive to the date of applicatkm. A new. 10 day expedited 
processing standard would be set for both programs for applicants in extreme need situations, 
replacing the current 5 day food 'stamP requirement.

I 

(dJ 	 Food Stamps requirements to schedule a second appointment would be replaced with 

requirements fur both programs to inform applicants of rescheduling procedures. 
I 

(eJ States would be allowed '" deny!.. application for AFDC and Food Stamp, as early as 10 
days after requesting verification wbi~ bas not been provided. 

Rationale: 

Unifonn applicaJion requirements and processing standards will be less confusing jor both applicants 
.and workers and bnprove capacitylor Imegr(l!et/ processing. These proposals wUl streamline 
procedures which impede the delivery ojtimely assistance 10 those in need. A new 10 day expedited 
service standard/or bath programs wililbenefit AFDG appiICOnlS. offiettbe slight delay 0/ tbe curren/ 
5 day level 0/servlee provided to food stamp appliCfJIIIs. States will gain needed flexibility and 
eliminate tbe need for postponing verification. 

I 
~ $273 Million Federal AFDC sh.... 

, i 

I 
3. THREE-MONTH ACCOUNTING PERIOD 

One oftbe fIl(Jjor compiainls about tbe kiOtrences between tbe AFDG and Food Stamp programs is 
that the programs use different periodsl(a determine benefits for the current month and require too 
much reporting ofchanges in circumsumces, In a transilionoJ program where more recipienls may 
have fluctuating income, the reporting ~urdelJS 011 recipients. the jluctUiJlions in benefit anwU1Jls. and 
the constant need for case worker recalculations ofbelU'jfls would impose complexity on all parties 
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, I DMFr· fof ......... twJy 

,, 

involved. Fu.rt1u.~r, wuier retrospective accounting, recJpiettts wJw lose jobs continue to receive 
assistance based on income levels during ike period of unemployment for up to fiK) monJhs. This 
results in ronsiderabJe Jwrdship among reCIpients, 

(a) bDdletil11 and reporting regUirelnmts 

Current Law I 
Both AIDC and Food Stamps permit s.ml to oIIopt eiw:r retrospective and prospective budgeting 
rules to determine the bene./il anwunJs/orjsome or all c.ases ar well as monthly reporting 
requirements. Yet. there are some differences in application. For example. the Food Siamp Act,
permiU retrospective bollgetl.g a/non_nthll' reponing coses, while the Soc/al Security Act does 
not. I , 

Under monthlY reportine aod rerrQspeqjJ budutlng lYJfem. families report income and orher case 
circumstances every nwnth, ..mether or neil a change qlJectiJJg elig/blty ood pay""'nJ anwunts has 
occurred slJu:e lhe previous nwnth. This in/ormation, as well as any suppiemenJary repan 0/ a 
dumge in drcumsttmees. is used to deledrune con/inued eligibility and to determine the amounJ a/the,
the amounr ofa..~sistance based on priM month '.1' income, 

I 
Under a orqlpectire tmdgetIae system. eligibility and benefit amoUlUs are based on a projection Of 
income and circumstances that wiil exist in the month for which payment is to be mnde. The Food 
Stamp program by regulation and statU/e is more prescriptive in how the estiffUJleS are 10 be tnIlde. 
The AIDC rules are not canJained in Slat",e and provide States 1M" flexibility in nl4idn8 the . ,
esltmaJt.. : 

(b) .ttectl"" dDte of reported m •• &1:Ii , 

Both programs require families to report ~anges in circumstances. In AFDCt States must establish 
!)C(lcooures.for timely and accurate reporting of changes that affect eligibility and amount of assistance 
Any change is effective in the month it oJcurred and wiU result in an overpayment is an not reported 
timely and adjustment is made. Food Stalnp rules, allow for a tolerance in which a change of Jess 
than $25 per month does not have to be ~oned and the rules governing the effective date of any 
change give the recipIent and agency time to report and act upon the change. 

I 
I 

(c) taU'I'ed income penalties fot (Dilure to report 
, 

Both programs impose earned income deduction penalties when recipients fail to report timely. 
Under the AFDC program the penalty is applied whenever a recipient fails to timely report without 
good. cause. In the Food Stamp prograrri, the penalty is applied to any portion of income the 
recipient willfully folled 10 report. In AFDe the penalty applies to $90 work expense, child eare 

I

and the $30 and 113 eMIled income disregard provisions. The Food Stamp program, the penalty is 
applied by not disregarding the 20 percent earned income deduction to any portion of the income that 
the recipient wifflfully failed to report. 
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!DRAFT'I-'~ ~ 

I 

(d) 	 [....:!ili",,!;"" perlod ,. 

In the Food Stamp program, recertificatidn of eligibility is mandatory and must occur every one to 
twelve months (depending on the characteristics of the househQld) under specific procedural rules. In 
AFDC, redetermination of eligibility must occur every six to 12 months according to State established 
procedures, UnJike AFDC, food stamp benefits automatically terminate when the certification period 
expires. 

Drafting Sp~ 

For the joint A FDClFood Stamp population, amend the Social Security Act and the Food Stamp Act 
and regulations as necessary to: I . 
(a) 	 Repeal current monthly reponing and retrospective budgeting provisions. Replace with a 

requirement for prospective budgeting based on a fixed three-month accounting period. 
Adjustments to benefit levels resUlting from changes in income during the current three-month 
period would be made in the nex.t accoonting period, States would be permitted the option to 
immediately recalculate benefits in cases where recipients report hardship circumstances due 
to a loss employment. i 

(b) 	 Require recipients to make timely. accurate and complete reports of all income received on a 
three-month (quarterly) based on State prescribed time frames. Other circumstance changes 
must be reported no later than to days after the change occurs. Changes in circumstances 
other than income would be made effective prospectively in accordance with time frames 
established in federal regulationS., Overpayments would not occur where recipients report 
timely and adjustments are made no later than two months after the month of change subject 
to notice requirements. j 

(e) 	 Specify that earned income disregards are not allowed if all income is not timely. accurately 
and fully reported as: required. !~is penalty will apply to the period for wbich the income 
was to be reported and any [esultmg overpayments are to be recovered or recouped. , 

(d) 	 Provide thaI all joint AFOCIFOOd Stamp assistance units would be certified to receive benefits 
for a 12~month period. A redetermination of eligibility must occur for benefits to continue 
beyond that period. If an assiStance unit fails to comply with requirements f()[ 

redetermination, benefits are t6 be terminated at the end of the twelfth month after proper 
'ft ' 	 IInotl catlOfI. 

I, 
, 

Rationale 

This Set ofproposed administrative rules will "ign/flc(ll!!ly simplify benefi' CiI/cuiation procedure,/or 
join! AFDC/jood stamp households. sY ratlolUlliz.ing the procedures in benefit determination and 
calculation. workers and recipients will benefit through less papenvork processing and time spent on 
recaiuJaring benefits because offtucta'tions in income. The rules maintain a bfJJance between assuring 

I 
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benefits are accurOlefy determIned by reducing the currem comple.xllles retaining the appropriate level 
of responsibilities on redpiems to report il;Ofmalion. 

I 
~ $510 Million - Federnl AFDC share 

4, RIlSOlJRCIlS 

Current Law 
I 

AFDC Provisions: The Soc/oJ Security Act and /mplemellling regulations set a $1,000 limit (or a 
lower limit at State option) on the equity WI.. Of resources tiuu a family nuty h4ve and be eligiblefor 
AFDC. Excludedfrom consideration as countable resources are the home owned and occupied by the 
ffJ1lli1y; an auromobile with a maximum eq~lty value of$1,500 (or a lower limit at Slate option); bona 
fide jlmeroJ agreeme1lls with a mo.timurn equity value of$1,500for each family menther (or lower 
limit set by the State); one burioJ piotfor tach family member; and reoJ property for a period of6 
coIISecutl". mo1llhs (or 9 COIISecurlve OUlRths at State optilJn) which the family Is making a good faith 
effort to sell, Uoder certoln candlllons, States nuty established rules regarding transfer of resources 
at less Ihnnfoir market value. I 

, 

Food Stamp Provisions: The Food Stonip Act and implementing regulations set a $2,000 1Im1' (or 
$3lX)() for a hcuseholti with a member age 60 or oYer) on the value ojresources a houseJw/d may 
have and participate In the Progratn. TIle Act does not specify haw the value ofresources Is to be 
determinod, bur pr<Wides for uniform natlonol eligibility staruiards for income and resources. State 
agencies are prohibited from impOSing any other st.odartis ofeligibility, Households in which Itll.{;/t 
member receives AFDC. SSl. or general qssistance from cerrain programs do MI have to pass lhe 
food stamp resource eligibility test. Regufations exclude from resources the value ofone burial plot 
per family menther and the cash woe of life insurance pol/cles. Also ex<"laded is reo! property which 
the hausehald is making a goodfaith effoT-t to se/l at a reasonable price and which has not been sold. 
There is no specific exclusioll Jor burial Plans (funeral agreements). Any amount that can be 
withdrawn from a funeral contract withm.d an obligazion to repay is counted (lJ a resource, 
Food SUvnp law prohibit the transfer ofnsourcts within the 3~m.olJlh period prior to application. A,
household tiuu knowingly tronsfers resow:c" for the purposes of quollfying or attempllng to quollfy 
for food stamps sholl be Ineligible 10 participate in the progrQJtl for a period '"up 10 one year from 
lhe date ofdiscovery ofthe rratlll/er. ' 

YWmI 
I . 

Both the AFDC and Food Stamps programs serve similar needy populatiOns. Yet. because the rules, 
for treatment ofboth lhe anwunts and categories ofresources are different in each program,, 
resources thai meet one program's requirement can. result in ineligibilil)l under lhe other. 

programs h4ve sabSlatUioJly different rulesfor eva!UllIing resources'" that needy group, forcing 

welfare admlnlstratC7S to apply tiijferefIJ program rules 10 the same resources in the Sattf.e family. 

The foIlcwing legislative proposoJ would reduce the current administrative comp/ally and confusion 

for welfare administrators and recipieftls tby providing uniform treatment ofassets Hirere appropriate.


I 
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DraftinLSt>ecs 

Require the Secretaries in both DepartmentS to develop uniform resource exclusion policies in the 
following areas: ' 

(a) Resource UmiJs: , 

! 
(I) Increase the AFDC resource limit to $2,000 (or $3,000 for a household with a member 
age 60 or over) to conform to the Food Stamp resource limit. , ,, 

NOTE: Indexing WlI8 considered but ..as eliminated bemuse or lite projected 
hlgb <061 to the Food Stamp Program. 

I 
(2) Pennit demonstration projects ~o test varying resource limit amounts to detennine the best 
resource limit for specific geo~ic areas and economic conditions. 

b) Permit a limited number of dlonstration projects to allow States to evaluate a variety of 
ineentives for recipients to accumulate savings for specific purposes as determined by each 

Department. I 
(4) l!Y.tial Plots: Amend AFDC regulatiollS to totally exclude one burial plot pel' family 
member to conform to the Food siamp policy. 

I . 
(5) FunCl1lJ AliTJ:!llMllts (Burial Plans): Amend regulations in both progratns to totally 
disregard one funeral agreement per famUy member, 


I 

(6) Real Pnmem:: Amend AFDC regulations to exclude real property wbich the fatnily is 
making a good faith effort to sen oit a reasonable price and which has not been sold, to 
confurm to the Food Stamp policy. 

(1) Cash Surrender Value of Life 'Insurance PQlicit".s: Amend AFDC regulations to totally 
exclude the cash surrender value o'f life insurance policies to conform to the Food Stamp 

I· Ipo ICy. : 
, 

(8) Transfer of Resoum:s: Develop AFDC regulations to provide that a bousehold that 
knowingly transfers resources for the purposes of qualifying or attempting to qua1ity for aid 
shall be ineligible for benefits for it period of up to one year from the date of dl~covery of the 
transfer. This revision conforms to the Food Stamp policy. 

Rationale 

The administrative cvmpIexity that t.rist in applying cenain resource requiremems in the AFDC and 
Food Stamp programs willlJe greatly reduced under the proposed changes. Welfare administrators 
will be able to apply the same rules tt) thelsame resources/or the same/ami/yo 1hese cotiforming 
changes achieve simplification I1y streamlining the administrative. processes in both programs. 

7 
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S 475 million - Federal ArDC 'hi. 
(b) 	 Automobile resource limit 

CUITllIlI !,aw 

The Social Security Act provides for lite exclusion of stJ much ofa jamUy member', ownership Interest 
In one 0_11. as prescribed by the Secrettuy. TIull exclusion Is set at $]SOIJ equiJy val.. (or a 
lower IlmIr set i1y the State) In one vehlcleiwith f11fY excess equity value counted toward lite Sl,()()() 
AFDC resource limit, I 
The Food Stamp Act provl4esfor the exclusion Of vehicles in certain situations e.g., when used as a 
home, needed to produce Income or to transport a pi1yslcaily dlsobled househoI4 member. The 
countable value ofmost licensed vehldes Is litefair _rid val"" over $4500 Of one vehicle per 
househol4 regardless ofuse oed f11fY vehicles usedfor employment, training or education In 
preparrlon for empIoymentnd provides for Counting lite greOler ofFMY over $4501J or equity value for 
oIIters. 

Reliable transponOlum will be essenlia/ to achieving selfsuffidency for many redpients in a time
limited program, Because a dependable vehicle is important to individuals in findmg and keeping a 
job. particularly for those In areos wlthoul ndequate ttanSp<>rtation, boIh the AFDC and the Food 
Stamp programs rreed a colf/orming aut~ile resource policy lhat suppons recipients acquiring 
rellobl. vehicles. 7his proposal would sinipflfy the aUlonwbife resource policy i1y cOIiforming the 
program rules arui reducing lhe unnecessary complexity arui confUSion for program administrators in 
bam programs. I 

Drafting SPINS 

(aJ 	 Repeal !he Food Stamp Act automobile exclusion rules. 

l
(b) 	 Am~ the Social Security and the Food Stamp stOOlies to totaHy exclude one automobile, and 

count the equity value of all other auwmobile(s) toward the resource limit. 

Rationale 	 I 
, , 

This c()njonning proposed method is consiStent with lhe recommendation from lhe American Public 
Welfare AssocfUlIOll. In addition. it .Iimlnotes lite admin/strOll"" camp/exi1y Invalved with valaing 
vehicles Ulider varying criteria and results'I'in greater effectiveness and effiCiency in the administration 
of both programs. 

~; $500 million - AFDC federal sbJ. 
$292 million - Food Stamps 
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5. INCOME ISSUE'S 


Federal laws or rules frequently disregardla part or ,he ,otal illCClme ofapplifXJJlls and recipients in 
determining eligibility and benefits for asslsJance programs. Often. ,he same income is trealed 
dlf!<rent/y in the MDC and Food Stamp programs. Such dlf!<rences are incomprehensible to 
recipients and dlQlcult fa odminister. ! 

· · 
Our goal is to adopt uniform Incvme disregard paI/cies for the AFDC and Food Stamp programs 
which are easy to understand. simple to administer and promote work and education. 

(a) 	 TREATMENT OF LUMP SUM INCOME 

Cur;rent Law 

Under Section «J2(a){J 7) ofthe Social Security Act. non-recurring lamp sum Incvme Is wnsidered /0 
be available to mer~ a. MDCfamUy's current andfolure needs. lfthe assistance unit's countable 
income, because 0/receipt of lump swn inCome, exceeds the applicable State need standard. the unit 
Is Ineligible for. period determined by diViding the total countable income Oncludlng the lamp sum) 
by the need standard. 

The Food Stamp Act. at 5(d}(8). excludes from Income 111m-recurring lamp sum payments. Such 
amounls. if nO! spe1l1 in the month received. are treated as resources, 

I 
DraftiOIl Spog; 	 I 
(a) 	 Amend section 402(3)(17) of the Social Security Act (SSA) to exclude non-recurring lump 

sum payments fro~ income. I 
(b) 	 , Amend both the SSA and FSA to disregard as resources, for one year from the date of 

receipt, non-recurring lump sum payments that ate reimbursements for paSl, current or future 
costs or are intended to oover the Cost of repairing or replacing assets. 

I 
(e) 	 Amend both the SSA and the Food Stamp Act (FSA) to disregard tne amount of any Federal 

or State BITe lump sum payments l as resources for One year from receipt, 

;
Rationale 

Lump ,um payments are treated completely dlf!<rently IJ1 the /WI? programs, Coosideroble 
'implificationfor bath the clients and workers can be achieved i/the palleies are cons/st<lII. A/so, 
current AFDC policy can result In herd,hip for fand/res since they are supposed to conserve the 
payments io Intel ftIIure ltving expenses raiher dum to cover debts tmd other costs, 

Cl!£t. 	 $6 Million - Federal AFDC share 

l 
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i 
(b) 	 SELF-EMPLOYMENT EXPENSES 

I,Current Law 

In the AFDe program, lhe Social Security ~ct is silent concerning exclwJons from income 10 
recognize the cost ofproducing se/f-employment Income. '/he rules (45 CPR 233.20(a)(6j(v)(B)) 
provide thas profit from Ye/f-employment Is 'derivedfrOtn subtracting business expenses frotn gross 
rece/pts. Ail the earned income disregards (Section 4fJ2(a){8)) are applied 10 lhe profitlhe same as 
Income {rom wages. Allowable business eXpelUes are those directly telaled to producing goods or 
services. HOW!!I'er. the following expenseslare nol allowed: depreciation, purchases ofcapltlll 
eqUipment, payments on the principal ofloans jOr capital ossets or duruble goods, personal 
transportation. and personal business or enrertainment expenses. If Slate may designate an objective 
jlm amowu or percentage for sel/--empJoyment business expenses. bU/ must allow higher actual cosls. 

i 
Section 5(d)(9j of Ihe Food Slamp Act excludes from income lhe cost ofproducing self-employment 
Income. '/he rules (273.1 J(aj(4jmJ Iisl the following examples ofthe specific costs thas should be 
excluded: the Identifiable costs oflubar, stock, row _erio!, seed Dud fertilizer, interesl paid to,
purchase inwme-producing Pf'O"(Jerty. insurance premiums. and taxes paid on Jncome~producing 
property. 1he fclIowing expenses are 1Wt excluded as costs Of doing business: payments on the 
principal ofthe purchase price 0/income-producing real estate and capital assets. equipment, 
mtlchinery. and other durable goods: net/osses from previou.r perIods; and depreciation. In 
addition, Federal, State. and local income 'faxes• retirement monies, and other 'Ml'rk relGlM personal 
expenses (such as transportation to and frOm work) are IWt allowed because these expeflSes are 
accounted for by the 20 percent earned income deduction In Section 273.9(d)(2). 

(a) 	 No statutory change would be required.
I 

(b) 	 Change the Food Stamp and the AFDC regulations to provide a deduction of the amount of 
depreciation Qr the actual cost of purchasing the asset. whichever is c1aimed for tax purposes. 

(e) 	 Delete current language in AFDC !egulatwns to confonn with Food Stamp ruJes by adding 
examples of specific costs of producing self-employment income, such as the identifiabJe costs 
of labor, stock, raw material. interest paid to purchase income producing property, insurance 
premiums~ and taxes paid on inca")!;! producing property, . , 

;
Rationale 

A compatible AFDCIFood Stamp exclusionfor business expenses, including a deductioujOr 
depreciation or actual the actual t.XpeflSts Cfnecessary assets. 'WOuld result in gremer efficliveness. 
clarity and <ifjiclency In the odminlstrotl.n 'of both programs. The chonge would encournge self
employment, self-$I!tficlency and recognize the legitimate cost ofdoing busl""ss. Allowing the 
eligibility worker to recognize business deductions as claims by the individual for income lax purposes 
would simplify such calculations. I 

to 
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$25-$75 Million - Food Stamp 

Under $1 Million -Federal AFDC share 


(oJ 	 BOARDER INCOME 

Current Law 

Under the AFDC program, neither the statute (Jr rules address allowable costs ofbusiru!ss income 
received from boarde,... Under program Policy, • Slale nwy designaJe a jlal "'"""nt or percentage 
for se/l ..mpIo)l11lent blislness expenses. However, the State must allow higher docwnented costs. 

I 
'!he Food SI4mp Act Is also silent on specific procedures for determining the iacome ofhouseholds 
Mth :re!f-emplayment income from boarders. However, lhe House Report which accompanied the 
Food St_ Act of 1977 (H.R. 95-464, page 38) indicates Congressional Intent that the cost ofdoing 
blisiness for boarder iacome IJe calculatedI"for purposes ofadministrative ease, al a fIXed rate or the 
value ofa numtItly coupotJ allotment for a OfU!fJerson houselwld" for each boarder. The report also 
indicates Congressional intenJ thaI actual ~ost$ be allol4V!d, buJ the cost exclusions.from income 
cannot exceed the income received. I 
Section 	273.1l(bJ(I) afthe Food Stamp rules provides procedures for calculating the Income received 

•from boarders blised on the legislative history contained in the Food St_ Act. Income from 
boarders includer all direct paymenJs to the household for room and meals. including contributions to 
tM hauseholdJs shelter expenses. The cost• ofdoing business is either (I) the maximum allotment 
am.ount for a Iwusehold size that is equal to the number of boarders or (2) the actual documented cost 
ofproviding room and meals. if tJuu cost exceeds the maximum allotment amount. Ifactual costs are 
used. only sepanue and identijUIble costs b/providing room and meals to boarders can be excluded. 
The excluded cm1s cannot exceed the amount of income received. 

(a) 	 No statut<ley change would be requiroo. 

I 
(b) 	 Modify AFDC and Food Stamp rules to permit States the option to allow. nat rat., a 

percentage, or either the maximum allotment for a household of the same size as the number 
of boarders in the thrifty food plan or the actual documented cost, if it is higher than the 
allotment. The same procedure W9u1d be adopted for each program. 

A un/form AFDCIFood Stamp policy In calculating boarder income would result In grealer 
effectiveness and effiCiency in lhe administration of both programs. 

, 

~ 	Minimal 

(d) 	 T....tm..t of Educationnl Assistan<e 

II 
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Current Law 	 . i 

Several laws address the treaJnU!nt ofedJasioJlal assistance for AFDC, A.y educas/onailJ£sistance 
provided uruler programs in title IV ofthei Higher Education Act or the Bureau of Indian Affairs must 
be disregarded (P.L. 1a2-J25, sec. 4798).1 A Stale mast disregard payments made for at/eadance 
costs under the Carl D. Perkins VocaliorulJ and Applied Technology Education Act (P,L, 101-392, 
sec. 507(0). Under AFDC rules, the Slale must disregard educational loans and grants thai are 
obtained aad usedfor direct educatmnai dxpenses, such rutuidon aad _ (233.20(a)(3)(Iv)(1I). 
(Any ofthe f4ucational assistance covering items in Ihe SUlJe's need standard is counted as inome.) 
Also, States may disregard all edu_nai. assistance as complementary assistance thai Is for 0 

different purpose than AFDC (23J.2O(o)(3)(vIil(a)). 

PortiOn:< of income received onder the Job 1raiJling Partnership Act aad the Higher Education Ad are 
disregarded in the Food Stamp program. By reguiarion, such educational assistance provided on 
behalfofthe household for living expenses, food, or clothing to the extent thot the fuads exceed the 
costs oftuition oad rnaadatoryfees ore coUnted as income. (7 CFR 273.9(c)(l)(v); 273(c)(3): 
273(c)(4): 273.9(c)(5)~)(D); aad 373.9((c}(I0)(x/). 

Dl1lfiiog Specs 

Amend tho Social Security Act and Food Slamp Act to totally disregard all eduoational assistance 
received by applicants and recipients. 

~ $5 million - Food SlampS 
Uoder $1 million - Federal AFDC share 

<e) Earning,> of Students 

Current Law 

For a depeadent child ref;!!iYiag AFDC, the earned income ofa full-time or part-time student (nol 
employed full-time) atteadlng a .rchool, col/ege, or university, or a course ofvocaslonai or technical , 
training de.rlgned to fit him for gainful employment is disregarded (402(a)(8)(A) ofthe Social Security 
Act}. At State optmn, the earned Income ofa dependent child appIyIn e for AFDC may also generally 
be disregarded, The earnings ofmitwr parents attending school are not excluded. 

· 
lijfedl.... Septemher. 1994, the Food StamP program will exclude the earnings ofelementary or high 
school students age 21 aad aader (FSA 5(d)(5); 7 CFR 273.9(c)(7). ' 

Draftina Specs 

ISSUE I: 	 With a new I more gen~us earned income disregard to encourage work, should 
student inrome also be disregarded to entourage school attendance? 

ISSUE 2: 	 If disregarded, should illpPIY I. er.mentary IIDd s<oondary scllool altendam:e or 
also college and vocatiomlI? To what age? 

I 
· · 12 



(I) IlT<gular Inoome 

Current Law 

No sraJUIoty provisions address irregular income jor AFDC. Rules permit States to disregard snwll, 
",,,,recurring gills not to =ted $30 per iiuliyjdug/ per quarter (233.20(a)(3)(iv)(F). 

The Food Stamp Act (Sec. 5(d)(2)) requl')s the exduslon oj inco"", oj$300' less in a quarter per 
lwuselwld received too l'!frequently or Irregularly to be IWicipated. The exclusion does not upply 
under retrospective budgeting. 

prafiin& Specil 
, 

Amend the Food Stamp Act to conform toll AFDC rules to exclude inconsequential income not in 
excess $30 per individual per quarter. 

~ Inconsequential I 

Treatment or JTPA Inenme 

CUrrent Law I 
! 

For AFDC. the income ofa depentkm child which is derived from panicipaJicm in a J"n>A program 
may be disregarded. ElIrtred inco11l£ may be disregard jor 0 period up to six months per calendar 
year. Unearned income may be disregarded Indefinitely Isection 402(0)(8)(A)(v) ojthe SSA). 

Under Food Stamps. training aJlowancesfrom vocational and rehabilitation programs and JTPA 
earnings are excluded. except income from on~the1ob training programs under section 204(5) oftitle 
II. All OJT income oj individuals under age 19 and under parental control is excluded. (7 CFR 
273.9(b)((1)(i/i) and (v): 273.9«)(IO(v) 

Drafting Specs 

(a) Amend the Social Security and the Food Stamp Acts to disregard as income all training 
stipends and allowances received by il child or adult (rom any program, including lTPA. 

I 
(b) Eliminate targeted earned income 4isregards so that the earned income from any on-the--job 

training programs or from a job will be counted after the general earned income disregards 
are deducted, 

Savings tl) be determined. 

(Ill Treatment or Income from Complementary Programs 

13 



CurreQLLaw 

Under AFDC reguJarions, Stales may disregard assistancejrom other agencies and organizations thai 
are for a differellt purpo,'e (complemellta,y) thm! AFDC tmd do IIOt duplicate needs already "",,'n the 
need srtmdard. (45 CPR 233.20(a)(.l)(WI)! 

With specified exceptions. the Food Slampprogram disregards cash donations based On need to lhe 
household not to exceed $3fX) in anyone quarter /rom one or more c/Writable organluUtons. (FSA 
5(d). ik); 7 CPR 173.9(bJ. (c)(13). 	 I 
DraftiD& Sp"", 

, 
Amend the Social Security Act ro adopt th? current Food Slamp policy. 

Qm.;. AFDC savings to be determined 	 I 
I 

0) Treatment of State or Private I!Iie<gy A.<sistan"" 

Current Law 

In AFDC, Low Income Home Energy Assistance is t()/alJy disregarded. Support and maintenance 
assistance based on need, including energy assistance. may be disregarded.as income. (SSA 
402(0)(36); 45 CPR 2JJ,2O(a)(3)(xix) 	 I 

I 
Under Food Stamps, cash or in-ldnd energy ass/stance provided under uny Federal taw and under 
certaln Slate and local programs is excloded as Income. (ESA j(d)(II); 7273,9«)(1) and (1 I)) 

Drafting SPecs 	 I 

Amend the Social Security Act to incorporke the current Food Stamp policy., 

!&it Undctetmined 

(j) Treatment ot Governmental Subsidlt'S 

Current Law 

Under Section 402(a)(7)(C)(ii) ofthe Socitil Security Act. States may count housing or rent subsld/e$ 
as income. the amount thaI may be count£d canMt e.xceed the amount/or shelter/utilities included in 
the Slate's payment sltmdord (2JJ.20(a)(J)(xil), Few States ""unt the paymellts as income. 

I . 
Under Food Stamp regulations (7 CFR 273.9(c)(I)), vendor paymellts to landlords are excloded as 
inrome, Paymellts to /wuseholdJ muJ vendar payments to utility providers are counted as income. 
The anwunt the household owes the landlofd. qfter HUD subsidies, is aliowed as a relit expense. In 
the Third Circuit. the CoUJT has held that RUD wlllty payments are excloded as energy assistance. 

14 
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: 
Drafting S!1OCS 	 I 
Amend the Social Security Act to require~that States disregard all governmental housing/utilities 
subsidies, i 

ISSUE: 	 Should the sign Incant rJ"'1 advantage afforded the rew AFDC rt'rlpienls who 
receive subsidized housing be continued? 

Qm: Mtlllmal 	 I 
I 

(1<) Child Support $50 Pass-Through
I 

Current Law 	 1 
, 

In AFDC. the first $50 ofony ch!Id suppOrt collected ami passed on to families is disregarded in 
determining the anwunt ofAFDC assistance. (SSA. 4fJ2(0)(8)(vI); 45 CFR 233.20(0)(3)(v)) 

I 
Section 5(d)(l3) Q/the Food Swmp A.ct permit£ States 10 disregord thejirst $50. but ifStates opt 10 
disregard such amounts. it must reimburse the Federal government ils share ofthe Food Stamp 
benefit. (FSA 5(d)(13); 5(0); 7 CF/I 276.2(e) 

Drafting Speg; 	 ! ,, 

Amend the Food Stamp Act to require States to disregard the first $50 of child support collections in 
determining needs and benefits. I 

IQm; $181 million for Food Stamps 
! 

(I) Supplemental Payments I 
I 

Current Law 	 ,, 
I 

Sectio. 4{)2(a)(28) oftlte Social Security Act requires these Stutes that deduct inctlftUl from the need 
rather thoJI the payment stondatd (ji1l-IIte;gap) now ami In July Q/ 1975 to prOVide a supplemental 
payment to jamJies who ho.ve less disposable income because child support is paid to the child support 
agency instead ofdirectly to the family. I . 
Food Suunps - No such provision exists in' the Food Slamp program. 	 { 

pratlinllS!1OCS 

Amend the Soeilll Security Act to remove. this provision. 
i 

~ Savings to be determined. 

(m) Treatment or In-kind Income 
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Current Law 
I 

AFDe rules require earned in..Jdnd lRcoltul to be cOJJlited. As Q matter ofpolicy. Stales may disregard 
any unearned in-ldnd income, lfthe State:elects 10 counl unearned in~Jdnd income. the amount 
counted is limited 10 the value oj rhe Item in t1r£ StaIe's need standard. 

I
Untler FO<Xi Stamps, 1.,kInd benefits such asjO<Xi, clothing, housing, produce are excluded. (FSA 
5(d)(I); 7 CFR 273.9(c)(I)) 

Drafting Specs 

Amend the Social Security Act to require States to disregard both earned and uneamed in~kind 
income. 

~ $9 million fur AFDC 

6, Verificati.n 

Current Law and PQlirut 

Food Stomp law and "gulalions include sP,t!cijic requirements for verlftcation and doct.mtentadOIl Of 
i'!fQrm4/ion needed jor eliglbUlIy and benejIJ detenninaJiollS. FO<Xi Stamp regulanons lnIJJldoJe 
verification ojatUlty ontf tnedlcaI expenses; (when actual is claimed), identlly, residency (address), 
di,ability and household _Ition. fn the AFDC program, the Act and regulations do _ address 
how verification is to occur buI Stale procedures have generally conformed to the verification policy 
oatlined in t1r£ Federal q"",lty control nuviuaJ. 

Under the Food Stamp Act (FSA) (seaio.,ll1(e)(.l),{ll)) ontf Social Security Act (,-ta) (sections 
402(a)(25) and 1137), Income must be verlfled through the Income and Eligibility Verification Syslem 
(lEVS). '!he Slate must request wage and benejIJ Injorm4/lon jor from lhe Slate Wage l'!form4/ion 
Collection Agency, the Social Security Ati.nlnistration, and the agency administering Unemployment 
Insurance Benefits. Unearned income in/ofmation must be requested from the Internal Revenue 
Service. Both programs are also required by law to verifY alien status through the lmmigratwtt and 
Naturalization Service's Systemic Alien Ve"!flcaJion for Entitlement system. 

,, 

Both programs review lhe accuracy ofeligibility decisions and beneJit amounts through quality conlrol' 
sySlems, wilh t1r£ Intended resull that much i'!formatlon Is verified at application and at recertification . . 
to avoid errors. States may in both programs adopt other verification requlremenls. 

YW2n I 
Federal campater matcl!lng and verlfleatlok requirements are often burdensome jor both clients and 
eligibility staff. Even where Slates ho"" flexwUlIy, the empoo.ls on payment accuracy and lhe 
potential jor jlscal q"",lIy control penoltlei bove often resulted in unnecessary documentanon, delays 
In benefits mu1 improper den/als arullermi~ions. Yet, to assure lhe public that their taxes are being 
spent to serve only those in need. verification will continue to be a critical component Of lhe new 

,,, 
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system for deUv<ring ass/stance '0 families. States /llJJSt be afforded ,be flexibility '0 simplify 
verification procedures, while assuring program integrily through minimal standards, 

Drafting~ 

(a) Amend the Social Security Act and the Food Stamp Act, for the joint AFDClFood Stamp 
popuJationl to: I 

- requite States to verify income. identit)'. alien status and the SSN; 

- States may choose the verification systems. methods and timefnunes for action; 

- States may choose the computer matclling activites that are most effectiv~ including IEVS 

and SAVB; and 

- States may verify additional factors of eligibility. 


(b) Verification methods, systems. J time limits will be included in the State Plan. 
i 

Rationale I 
States will welcome the Incrl!i1Sed flexibility provided by this proposal and be able to streamline their 
verification activities. saving lime and paperwork. At the same time. the Stale plan approval process 
will ensu.re adequaJe protection Of dient rights and program integrity witlwut restricting Slate 
flexibility. . 

Savings of $3 million in Food Stalnps and less than $1 million in AFDC. 

7. UNDERPAYMENTS 

Current Law and Policy 	 I 
I 

Section 402(a}(22) ofthe Social Security Act requires State agencies to promptly take all necessary 
steps to correct atry uadelpO)'tlUll/l. Regulations at 45 CFR 233.20(0)(/3) limit the Isswmce of 
underpayments (both agency and dielll C!7!!sed) to curren.! recipients and former recipients wIu> would 
be curremly eligible if the error causing the underpaymem JuuJ not occurred. As a result oflitigation, 
program policy also permits States to issue underpayments to fo1"n1i.!r recipients who would no longer 
be currently eligible. The amount ofthe Underpayment, is nor limited by the number of eligible months 
covered. . I . . 

• 

· ·Sectio. Il(e)(ll) ofthe Food Stomp Act provides thal benefits are 10 be restored 10 a household 
reques'l'g them if the benefits Mve bee. 	~wro.gfitlly denied or termiJlated.· The period for wioich; 
benejUs Me restored is limited It) one yea~prior to lhe date the State agency either receives a request 
for restoration from the lwuseJwld or otherwIse learns thai a loss to the houselwld occurred, The 
Food S'omp rule (1 CF1I 273.17) also prohibils ,he State agency from r'SlOring benefits for a period 
longer tJum 12 mDmhs. 1he rule requires1thot l>enejiJs be resUlred even if the luJuselu>ld is ClI.fT'tnlly 
ineligible. 
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1...".,,,,_
i 

To provide clients with a ralional and conSistent polley in the processing of underpayments., 
! 

Amend section 402(3)(22) of the Social SeCurity Act to ""nfonn to Fond Stamp law by requiring the 
issuance of agency caused underpayments to, current and fonner recipients fot a period not in excess 
of 12 lOOoIhs from the date that the agency learns about the underpayment. 

1 

, 

Since clients are respanslblejor repartlng ~hanges In circumstances that affect eligibility and benqlts. 
a 12~11Wnth limit on restoring lost benefits due to agency error reinforces positive beh4vlor, The 
change also achieves consistency between the AFDC and Fond Stamp undetpIiJIIMnt policies, 
However. because lhe proposal represen:1S ~ rontractlon ofMDe program polley a.e.. the 
prohibition on undetpliJlments due 10 cllent,error) dlelll ndllOCaCY groups are likely to object. 

i 

l:lw.;. $6 million Federal Arne savings 
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PROMOTE PARENTAL RESPONSmn.ITY 

AND PREVENT TEEN PREGNANCY 


I 
A. 	 CHANGING THE WELFARE AND CIIILD SUPPORT SYSTEMS 

1, 	 Minor Mothers Live at Home 

Under current Jaw. Stales have the oplion ofrequiring minor mothers 10 reside in their parelUs j, . 
household (with cenain exceptions). Delaware. Maine. Michigan. Virgin Islands. and PuertO Rico 
hove included this In their Stnte plan. ThIs proposal would require oJI stntes to ud<!pt a similar 
policy, Stntes can hove the option 0/assisting mothers In finding a responslhle adult to resl4e wiIh if 
a Stnte believes tho! she should not live wiIh ber parents. 

I 

I 
il. 	 All minor mothers would be required to reside in their parents' househoJd. with certain 

exceptions. I 
b. 	 A minor parent is an individual who (i) is under the age of 18, (ii) has never been married~ 

and (iii) is either the natural parent of a dependent child living in the same household or 
eligible for assistance paid under the State plan to a pregnant woman. 

G. 	 The following exceptions (now in current law) to living with a parent or legal guardian will 
be maintained: 

(i) individual has no parent or legal guardian of his or ber own who is living and whose 
whereabouts are known; i 
(ti) no living parent or legal guardian of such individual allows the individual to live in the 
home of such parent or guardian; I 

,. 
(iii) the State agency determines that the physical or emotional health or safety of the 
individual or dependent child would b. jeopardized if the individual and dependent child lived 
in the same residence with the in~ividual's Own parent or legal guardian~ 

I 
(iv) individual lived apart from his or her own parent or legaJ guardian for a period of at least 
one year before either the birth of any dependent child or the individual having made 
application for aid to families with dependent children under the plan; or 

I 
(v) the State agency otherwise detennines (in accordance with regulations issued by the 
Secretary) that there is good cause for waiving the requirement. (1n those States that have this 
policy. the following are exampl~ of what they determine to be good cause exceptions: the 
home is the scene of illegal activity; returning home would resu1t in overcrowding, violation , 
of the terms of the lease. or violation of local health and safety standards; the minor parent is 

I. 
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actively participating in a substance abuse program which would no longer be available if she 
returned home; no parent or legallgual'dian lives in the State.) 

d. 	 At State option, if the State detemlines that a minor mother should live apart from her parents 
or legal guardian~ the minor mother must be assisted in obtaining an appropriate supportive 
alternative to Jiving independently! (The typts of living arrangements that States now use or 
are considering include living wittl an adult relative. a licensed fostet horne. in a group home 
for pregnant and parenting teens, aoo in an approved congregate bousing factnty.) If the State 
and the minor mother cannot find ~an alternative arrangement or she has to move to another 
setting. tbe State may grant eligibil ity for a specified time if a good faith effort is being made 
to locate appropriate Hving arrangement and additional time is needed. If no appropriate 
setting is found the State may grant eligibility, but must provide some type of monitoring and 
case management of the minor mother. 

2. 	 Umitin~ family Glllwlh While 20
1 
AFDC 

!
Allow States the option to IlmJt hel/{fit Incff!ases when additlolUl! children are aJ1IC£ived I1y pareflls 
already on AFDC Ifthe State ensures that'pare1l1S have access to family planning services. 

I 
Curremly, families on welfare receive addltlolUl! suppan because their AFDC heneJlts increase 
""'_ically to Include the needs ofan additiolUl! child. This option would reiofoTee paremal 
respan.sibllity I1y heeplng AFDC heneJlts cOnstant When a child Is conceived while the poren! is on 
welfare. The message ofrespon.s/hUity wOuld he funher slrenglhe""d I1y providing the family OIl 

opportunity 10 earn back whallhey losl. I 
Ilmftin~ Soecs 	 : 

a) 	 Allow States the option of keeping' AFDC benefits constant when a child is conceived whiJe 
the parent is on welfare. i 

b) 	 States that take this option would be required to assure parents access to family planning 
services, ine1uding seeking family tomultation within 30 days after delivery of their first child 
or their enrollment in AFDC. 

,, 

0) Under this option, if a parent has an additionaJ child, the State must do at least one the 
followiog- I , ,, 
-permit the family to earn more or receive more in child supVOn; 
-permit recipients who have gotten jobs to keep their earnings and their AFDC up to' the 
benefits they would have gotten for an additional chi1d~ and/or 
-some other approach whereby a recipient can earn back the increase in benfits lost that the 
State develops and is "I'proved by in. Secretary.• . 

d) 	 Require States to develop exceptions to the rule for difficult circumstances. These would be 
developed by the State and approved by the Secretary. 

, 
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B. ENGAGING EVERY SECTOR ;OF SOCIETY IN PROMOTING RI!SPONSIBILITY 

1. CQrnprebensiye Services to Higb Rjsk Youth 

I 
Early chiid-beariJlg and other problem behaviors are i111errelated and sll'QIIgly iriflw,"ced Ily the 
ge/Ulral//le-aper/ence associated with pow,rty. Changing the circumstances In whiclt people live and 

•consequemly Iww they view themselves is needed 10 change Ihe decisions YOUIIg peeple ....." In regard 
to IMlr lives. i 
For any effor! which hopes to have resuilS that are large enough to be IlUlaningful, attention must be 
made to circumstances In which youth grow up In. It should address a wide spectrum 0/areas 
associated with youth living In a healthy eommunlty: eeanomle opporturdty, s<ifeJy, heullh. education. 
among others. ' 

Particular emphasis must be paid 10 the p~e\'ention Of adolescent pregnancy. including sex education, 
abstinence educOIiolJ, life skills education,; and contraceptive services. These show great promise, but 
those ejfons that combine education and services show the most promise. Ifadolescent pregtumcy is 
a symptom 0/deeper problems, sex educalion and contraceptive services alone will be ilUlJlequate. It 
must be part ojthis wide spectrum ojarea.. needed to foster a beallhy communi/)'.

I 
•IntervettJions need to enlumce educaJion, (ink education to health and other services, help stabilize 

communities andJamilles In trouble. 1hIi would provide a sense Of ratlonall/)' and order In which 
youth can. develop• ....." decisions. place trust i~ individuals and Institutions. serving lhem. and hove 
a reasonabie expectation ofa long, safe dnd productive iife. 

I
Comprehensive thmonstrmUm grants are proposed that would seek to change the t!nvironnumt in 
which youth live. These grants must be ojsufficient size or "critical mass" /0 significantly improve 
the day to day experiences, decisions and~behaviors a/youth. Services should be rwn--categorical. 
Integrated and delivered with a personal dimension. It would seek to cbeage nelghlwrhoods as weli 
as directly s"PJX'" youth andji1miiies, palncuJariy adolescent preglll1JlCJ prevention. 

Grant SDetificatiQps 

a. These grants could be initiated now under CUrrent lIuthority. 

b. We would propose that grantees JOUJd develop comprehensive integrated innovative 
approaches to educating and suppqrting youth in high risk: situations through comprehensive. 
social and health services, with ani emphasis on pregnancy prevention. • 

c. Health~related activities could indlde. but are not limited to. health education from K~12 
(iru::luding age appropriate sexuality education). life skills, decislon~making, ethic.s, substance 
abuse prevention, school health services (including, but going beyond, family planning), and 
family pJanning services. Family iplanning services should include the broad range of 
approaches currently available (c.g. abstinence counseling, maJe and female contraceptives, 
includinn the voluntary use of Noiplant.) 
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d. 	 Edueation. job training and social setviees would include, but are not limited to, activities 
similar to a life options component' (e,g., academic tutoring and oounseiing, mentoring? job 
skills training~ employment counseling. jobs program), a parent education component (e.g., 
ronununication and parenting skiUs). and family and community stability activities (e.g., 
violence reduction and community 'poticing~ family counseling. and community outreach using 
communilY residents), 

e. 	 Communities wouJd be required to address the issue of access in regard to all services they 
provide. Efforts would be made o~ an individual and community~wide Jevel. For example, 
efforts to remove barriers to access to family planning could include individual measures such , 
as waiving cost-sharing or providing for home visitation, as welt as broader measures such as 
more transportation services to and from family planning services, opening more family 
planning sites in a~sible locations and keeping them open for more hours. 

f. 	 An intensive evaluatioQ component would be conducted;, 

g. 	 Eligibility criteria WQuld be determined by the Secretary of Health and Human Services. in 
consultation with the Secretaries of'Education, HUD.1ustice. and Labor. Criteria would 
include: 

i) 	 Geographic and PopuJation:Requirements - Communities would have to be of a 
specified size and have a Jl9pulation that falls within a specified range. Requirements 
about the distribution of th~.. population may aiso be set, 

. i 
ii) Poverty Requirements - Communities must meet requirements that identify them as . ,

roncentrated areas of high poverty levels. 
i 

jij) 	 Comprehensive oommitm~ and collaboration -- Community commitment. 
involvement and planning. and inclusion -of most community institutions (e.g,~ 
government, schools, churches, businesses) would be required. One example of this 
is ,a. secondary schooJ(s) that has instituted, in conjunction with other community 
institutions, an innovative education program for youth at~risk of dropping out of 
school or unique programs that' serve adolescents in non-traditional ways. 

b) 	 The size, scope. and approach of Je grants is limited by the availability of new dollars. With 
minimal new funding (e.g., $1 million per site), these demonstrations could build on existing 
comprehensive service initiatives, such as Ernpowennent Zones, Enterprise Communities. 
Youth Fair Chance, or other non-federally funded comprehensive initiatives. Designed as an 
enhancement of these comprehensi~e initiatives, new dollars could be used to improve 
adolescent health and support services. Alternatively, if significant new resources were 
available (e.g., $10 million per site)~ communities that have undertaken planning for 
comprehensive inidatives but lack resources could be provided the necessary funding to fill 
service gaps and ensure that services are developoo in an integrated fashion. 
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NOT [FOR CIRCULATION 
, 

CHILD CARE AND WELFARE REFORM 
I 

proposed Legislative Changes 
February 2, 1994 

I 
Child care is criticaljto the success of welfare reform. It is 

essential to provide child care support for parents receiving 
assistance who will be required to participate in education, 
training and employment. Child care support for the working poor 
is also critical to Itmaking work pay" and to enable parents to 
remain in the workforce. ' 

I 
r The child care plan under walfare reform seeks to: 

I 
o 	 Increase funding so that low-income families bave access 

to the care they need.,, 
o 	 Ensure children safe and healthy environments that 

promote child deveiopment~ 
i 

o 	 Create a more seamless child care system. 

I 
This paper includes three sections: options for the overall 

structure of child care assistance, building the supply and 
quality of child care, other related issues. 

! 
I. Options for the overallI structure of child care assistance 

I
Option A- Build on current structure of child care programs

I 
o Continue the individual entitlement (AFDC child care and 

TCC). 	 I 
o Significantly expand the At-Risk capped entitlement over a 

period of years, phasing in by income up to 130 percent of 
poverty. ! 

i 
o Maintain and gradually expand the Child Care and Development 

Block Grant. states will have considerable flexibility in the use 
of CCDBG dollars for qu'ality and supply building. CCDBG dollars 
would not be used for W:elfare recipients (with the possible 
excepti.on of contracted care). 

I 
o Efforts would be made to ensure greater consistency across 

programs 
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Option B- Consolidate chBd care programs
I 

In this option, the overall approach would be to consolidate 
child care assistance into: two funding streams: one for those 
parents receivinq public a~sistance and one for those who have 
completed transitional assistance and/or who are at risk for 
receiving.public assistance. There are at least two variations to 
suoh an approach wbich differ only on bow child care is treated 
for tbose parents in the W9RK program. 

variation 1 	 ! 
I 

o 	Establish a "JOBS" child care program which continues the 
IV-A child care guarantee for people in the transitional 
assistance program and for people who enter the WORK 
program. I 

I 
o 	Create a "WORKING FAM+'LY" child care program which continues 

the guarantee for up to 12 months of child care assistance 
when people leave AFD9 for private sector jobs (now TCC) and 
creates a capped entitlement for the low-income working
families (consolidating and expanding At-Risk and CCDBG). 

I 
variation 2 I 	 ' 

o 	Establish a uJOBS" child care program which continues 
the IVA guarantee for people in the transitional 
assistance program. I 

o 	create a "WORKING F~ILY" child care program which 
Creates a new child care guarantee for WORK participants 

-	 continues the guarantee for up to 12 months of 
child care assistance for people who leave AFDC 
for 	public sectorljobs (now TCC) 

-	 Creates a capped entitlement for low-income 
working families (~onsolidating and expanding 
AT-Risk and CCDBG) : 

Discussion: CUrrently tJere are four child care funding 
streams: IV-A child care, TCC, At-Risk and CCDBG. Child care J 

under the IV-A program is guaranteed to welfare recipients who 
are employed or who participate in State-approved education or 
training activities. Transitional Child Care (TCC) is guaranteed 
for a period of up to l2 months after leaving AFDC. Child care 
for the working poor is funded through the At-Risk Program 
(capped entitlement) and the Child Care and Development Blook 
Grant. 
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To date the overall approach to child care under welfare 
reform has been to build ~n the current programs while attempting 
to provide more oonsistency and coordination. An alternative 
approaoh would attempt to:consolidate programs and create a more 
simplified system that di~tinguishes between child care for those 
in transitional assistance and child care for working families, 
while maintaining consistency in administration and quality_ 

I
II. Building the Quality and supply of Child Care 

I
Given the anticipated demand on the child care system, and 

the critical need to improve the quality of care for at-risk 
children, the following is'sues have been raised in consultations 
with outside groups and during the last disoussion of child care 
and welfare reform. Issuesl are presented as questions, followed 
by a recommendation and/orloptions and a brief discussion~ 

,,,, 
1. How should health and safety standards be addressed? 

I 
B~£QmmendatioD: Make the requirements for health and safety 

standards consistent across all programs, using the CCDBG 
language • \ 

Added option: Add some!basic standards such as: 1- That all 
children in child care settings Cor those settings serving more 
than 2 children) be immunized according to CDC standards. 2- That 
firearms, abusive substances and poisons be inaccessible to 
children, and 3- that the State conduct criminal record checks on 
all subsidized child care providers. 

Piscussion: Currently ~roviders receiving CCDBG funds must 
meet standards set by the state for contro1 of infectious 
diseases (including immunizations), building and physical premise 
safety and training. Most States use the same standards for CCDBG 
and IV-A - with the exception of exempt care. While this language 
requires states to impose limited health and safety standards on 
legally exempt providers under CCDBG, similar provisions are 
allowed but not required of exempt providers paid for under 
TltleIV-A. This recommendation would address both the j 

consistency of regulationsiand the basic quality protection for 
all children. 

We could also add some basic health and safety standards 
either in the statute. Putting some items into the statute would 
Make a statement regarding [the quality of care and would 
highlight other Administration priorities. Immunizing very young 
children, for example, is a public health priority; in addition 
such a provision is includ~d in the Republican plan. Assuring 
that firearms, abusive substances and poisons are inaccessible to 
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children is also consistent with other high priorities. Finally, 
an unpublished IG report i'ndicates that criminal record checks 
are uncovering significant concerns with the backgrounds of some 
providers~ 

I 
2~ What are the best ways to direct additional funds towards 
quality and supply building? 

I 
The approach used to direct additional funds to building

supply and improving guality depends on the overall structure of 
the child care programs. Several options are provided below. 

I 
o 	Allow states to use the Child Care and Development 


Block Grant to increase quality and supply for 

the entire child care system. 


o 	Reauthorize the Child Care Improvement Grants at $50 
million for first year and growing to $75 million by 
the year 1999. I 

o 	Create a set aside for guality and supply building in 
the capped At-Risk program (consistent with levels allowed 
in CCDBG). I 

o 	Allow States federal!match for administrative 

costs including for ~icensinql monitoring; staff 

traininq, and recruitment. 
,,, 

o 	set aside a portion of funds or a set amount for 

projects of natlonallsignificance that would help

stimulate new approaches to quality and supply

building. 


Piscussion: The general recommendation at our last meeting 
was to allow much greater flexibility in CCOSC for quality and 
supply building. Consultations with outside groups raised several 
concerns with such an approach. Concerns were raised that we 
would be reducing funds for working poor and that the Block grant· 
would eventually be eliminated if it did not provide a I 

siqnificant amount of direct services to children~ There. was 
consistent requests to re-establish the Child Care Improvement
FUnds we lost in 1992, develop a set aside in the at-Risk pool 
that would mirror CCOBG and allow states to receive FFP for 
administrative cost. I 

In a more consolidated system, a set aside could be 
established for quality and supply building activities. Suoh 
funds could address the guality and supply priorities established 
in CCDBG, would be administ~red by the state, and could address 

, ,, 



the quality issues for thei entire child care system. In 
addition, a one percent set aside could be established for 
projects of national significance to be administered from the 
federal level (At current level of funding for all 4 child care 
programs, one percent would come to $17-20 million). 

3, Should we require consumer education? 

Recommendation: Yes, III applicants for federal child care 
assistance should receive appropriate counseling and information 
regarding all child care assistance programs and resources 
available. I 

Di§cussion: There is a growing consensus of op1n10n on the 
need for additional consumer education across programs. This will 
become increasingly important as parents enter the transitional 
assistance program and need to understand their rights, 
guarantees and options. 

4, Should we include a provision which would give states greater 
flexibility to ensure children greater continuity in child care 
(regardless of the employment status on their parentsl? 

I
Recommendation: Allow states to include in their IV-A Claims, 

up to some specified limit) expenditures on contracted services 
and other payments which might not be allowable under current 
rules in order to ensure continuity of care for children. 

I
Discys§12D: Aecording!to regulations, the state must assure 

that there are procedures in place to ensure that the care 
provided or claimed for reimbursement is reasonably related to 
the hours of participat1on,or employment. Although States have 
the flexibility in determining whether care is "reasonably 
related", federal policy statements (and auditors) suggest to 
states that they are at some financial risk if the correlation 
between hours of care and hours of need is not close enough.

I 
states also have the flexibility to provide up to one mont~ 

of child care during job search, although this may not cover 
periods betWeen pro9ra~s sessions and other times when 
consistency is important for the child. 

I
Testimony at the welf~re hearing revealed that this issue 

poses serious problems to ~hose struggling to work or participate 
in training programs andl or jobs that may fluctuate~ All too 
often children have to go i'n and out of programs and or parents 
cannot receive adequate cov1erage for study periods and other 
related issues. , 
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5. What proposals shQuld be considered to assure reasonable child 
c~re payments? There are at least two sub-questions related to 
this issue: 

A. Should We eliminate or alter the statewide limit? 
I 

R~commendation: Include a provision that would require states 
to maintain their statewide limit and maintain their payment 
rates at a level not lower than the statewide limit{s) and 
payment rates established lin their FY 94 IV-A state supportive 
services plan (unless the cost of care on the market goes down).

I
Discussion: Aocording, to tbe statute, the states must pay 

the actual cost of care, the local market rate (which is defined 
in regulations) or a limit' set by the state at no lower that the 
Dependent Care Disregard. I 

Many outside groups have indicated a strong interest in 
eliminating the statewide limit in order to allow parents of at 
risk children access to good care5 However, there appeared to be 
little interest in such a proposal at our last meeting on ohild 
care. 

We recommend an approach that would, at a minimum, hold 
rates ha~less in order tolavoid lower rates during the, 
anticipated period of growth and demand on child care services~ 

I, 
B. Should we eliminate the dependent care disreqard? 

Options: 

o continue the disregard at current levels. 
I 

o 	 continue the disregard but raise the levels. 

o 	 Eliminate application of the disregard for 
children eligible for IV-A paid child care (but 
retain for other dependents to which it applies).

I 
o 	 Retain the disregard, but require that families pe 

offered the pption of receiving paid care for 
eligible IV-A children. 

o 	 Require thaJ states supplement the disregard to 
pay for oare' for eligible IV-A ohildren so that 
parents havel equal access to the same level of 
payment as p~rents using other methods of payment. 



, 

I 

I
Discussion: Most states use the dependent care disregard 

to provide child care forlAFDC families who have income from 
work. Many people from outside groups and some state officials 
believe that we should eliminate the use of the disregard as a 
mechanism for payment of child care for three reasons. First, 
the disregard is so low ($200 a month for childron under age 2. 
$175 for children at least age 2) that it does not cover the cost 
of quality child care. Second, families must incur the child 
care costs "up front." I 

Third, since the disregard is applied for the purpose of 
determining a family's income in determining need for and amount 
of AFOC assistancc, the benefits of the method rarely result in a 
dollar-ior-dollar reimbursement for child care services. Rather, 
the "payment" for care isla factor in the family's AFDC check, 
which is computed basad on the state's "standard of nead." 
Families receiving child care through other IV-A methods of 
providing care may have aqcess to more care choices due to hiqher 
levels of payment available through those methods. CUrrently, 
however, states by regulation have the option of supplementing 
the disregard to provide IV-A child care. Thirteen States use 
this option. Use of the disregard alone, however, is the most 
criticized characteristic'of IV-A child care. 

I 
Continuing the disregard "as isu would continue inequities 

in providing child care to eligible AFDC children depending on 
whether the parent was working or in some other activity. 
Raising the disregard levels not only would potentially raise the 
number of eligible AFDC families t impacting on the size of the 
program, but might not resolve inequities in payment levels 
between groups of AFDC children who are eligible for IV-A child 
care. 

, 
, 

Eliminating application of the disregard to a family with 
children eligible for IV-A paid child care could prevent the 
family from becoming eligible for AFDC or cause families now 
eligible to lose eligibility. Should the family still become 
eligible or remain eligible. loss of this disregard might lower 
their AFDC payment, because the family would have more countable 
income. While potentially assuring that families who do become 
eligible would have access to better care, this approach would 
also create an eligibility or payment inequity between those J 

families and families with other dependents to whom the dependent 
care disregard applies. Also, a family who would lose AFDC as a 
result of this approach would I as nworkinq poor t " lose the 
benefit of the child carelguarantee that is built into IV-A 
policy--since other child care subsidies such as CCDBG and At
Risk child care do not en~ail guarantees of services. 



Giving an AFDC family the option of the disregard could 
oreate a dilemma for themlof ohoosing between eligibility (or 
AFDC check size) and potentially receiving better and higher 
quality ohild care choices through IV-A paid care. 

!
Requiring 1 rather than allowing, states to supplement the 

disregard for children who otherwise would be eligible for IV-A 
paid child care retains the benefit of the calculation in 
eligibility and size of benefit check. It also potentially 
offers the family access to more and higher quality ohild care 
choices. The approach may not increase Federal and state costs 
as much as fully paying f~r care for those children, but it would 
result in increased direct child care expenses. It Would be more 
administratively difficult, since it requires coordination of 
AFDC and czhild care 1 which in many states are carried out in 
separate organizations* ! 

, 

III. Related Issues 

1. Should we include a proposal.to make the Dependent Care Tax 
Credit refyndable? 

RecOmmendation: This proposal should not be used in place of 
direct funding, only as an add-on if funding is available. 

! 

Discussion: ~he DCTe is! 

not available to many low-income 
familias at this time because it is not refundable. However, even 
if it is made refundable,;it cannot be seen as a child care 
mechanism for most low-income families because: 1- a family must 
have the funds to spend for care before receiving the credit 
(therefore causing a cash! flow problem), and 2- the credit is too 
low to support the cost of care (about 300,000 families gain 
between $50 and $249; about 500,000 gain between $250 and<499; 
and about 700,000 gain more than $500). 

2. Should any changes be made to the state match to ensure that 
child cars is provided? 

(THIS QUESTION SHOULD BE DISCUSSED WITHIN THE OVERALL 

WELFARE REFORM PROPOSAL, RATHER THAN IN THE CONTEXT 

OF CHILD CARE ONLY- IT IS PRESENTED HERE ONLY TO 

RAISE THE ISSUES AND OPTIONS) 


optioDs: 

o 	Raise the Federal match rate for child care to be 
consistent with other parts of the welfare reform proposal~ 
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o 	Provide a better match for child care (or eliminate 
the match in the capped entitlement). 

o 	Allow states to use: 
i 
state preschool fundinq and or. 	 ' prLvate sector funds for the match. 

I 
o 	 Allow states to propose a plan for more comprehensive 

services linked to child care using state dollars and 
allow such funds to be used for the match. 

Discussion: States are having significant problems drawing
down AFDC child care TCC and At-Risk child care funds. currently 
some 16 states are using CCDBG dollars to help pay for IV-A 
guaranteed child care. FUrthermore, several states have not been 
able to access their full portion of At-Risk funds due to the 
match. There is already a I proposal to increase the state match 
to FMAP plus eight percent las part of the overall welfare reform 
plan; however more relief ~ay be needed for child care. 

One proposal is to tlli~eralize" what states can use for the 
match. For example, it is estimated that thara is some $670 
million belng spent by states on preschool pr09rams~ Although 
states can currently use State Preschool dollars to match, few 
states have used this mechanism. We could simplify the process 
and be more explicit about ;the allowable use of such funds, 
although this would only help a limited number of states because 
not many states make sUbsta'ntial invesstments in preschool 
programs. ! 

, 
Encouraging states t~ provide comprehensive services to the 

children in care funded through IVA would increase the quality of 
care, however t it would be administratively difficult to track 
health and social service dollars. Furthermore, we would have to 
ensure that health funds are not double counted. 

Eliminating the match for the capped entitlement is tbe 
easiest option, but it presents equity and consistency issues and 
naturally would put more pressure on federal resources. However, 
if little additional money is provided for the working poor, 
eliminating the match (making it consistent with CCOBG) and 
targeting the program on the working poor population, would 
provide some assistance. 


