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CONEIDENTHAL. March 21, 1994

OVERVIEW

Our current system seems at odds with the core values Americans share: work, family, opportunity,
responsibility. While we believe that work is central to the strength, independence and pride of
American families, the present reality is that people who go to work are oflen waorse off than those on
welfare. Instead of giving people access to needed education, training and employment, the welfare
system is driven by numbingly complex eligibility rules, and staff resources are speat overwhelmingly
on eligibility determination, benefit calculation and writing checks. The culture of welfare offices
seems to create an expectation of dependence rather than independence. Noocustodial parents often
provide little or oo economic or social support to the children they parented, and single-paremt
families sometimes get welfare bensfits and other services that are unavailable to equally poor two-
parent families, Une wonders what messages this system sends to our children about the value of
hard work and the importance of personal and family respongibility,

This welfare reform plan is degigned to give people back the dignity and control that comes from
work and independence, I is about reinforcing the values of work, family, opportunity and
responsibility. The currént system pays cash when people lack adequate means o provide for their
families. We propose # new vision aimed at helping people regain the means of supporting
themselves and at holding people responsible for themselves and their families. The proposal
emphasizes that work is valued by making work pay. ¥ signals that peopls should not have children
until they are ready 1o support them, It stresses that parente—both parenss—have responsibilities to
support their children. It gives people access o the skills they nead, but also expects work in return,
It limits cash assistance to two years and then requires work, preferably in the private sector, but in
conumunity service jobs if necessary. Most important, it requires changing the culture of welfare
offices, getting them out of the business of writing checks and into the business of finding people jobs
and giving them the skills and support to keep those jobs.

Ultimately, this plan requires changing almost everything sbout the way in which we provide sapport
to struggling familics, To achigve this vision, the plan has four main ¢lements,

MAJOR ELEMENTS
Parental Responsibility

If we are going 1o end long-term welfare dependency, we must do everything we can to prevent
people from going onto welfare in the first place, Families and communities need to work together o
ensure that real opportunities are available for young peopls, and they must teach young people that
men and women who parent children have responsibilities and should not become pareats until they
are able to nurture and support their children, We alse need to make it clear that both parents have
responsibilities to support their children. Our proposal calls for:



Prevention,

A national campalign against teen pregnancy, which sets clear goals of opportunity and
responsibility for youth, and draws on all segments of society and government,

Responsibilities of school-age families receiving assistance. Teen parents will be required to
finish school,

Learning from prevention approaches that promote responsibility.
Responsible family planning. Expanded resources and support for family planning.

Requiring minor mothers to live at home, with their parents or 3 responsible adult—not receive
a separate check for setting up a separate housebold.

State option to limlt additional benefits for addisional children concelved by parents on
welfare.

End rules which discriminate agalnst two-parent fomilies. The 100-hiour rule and quarters-of-
work rule which apply only © two-parent families would be repealed,

Universal paternity establishment, preferably in the hospital, Strict penalties for women
seeking AFDC who do not cooperate in identifying and finding the father. Serious financial
incentives to States that do not establish paternity once the mother has cooperated.

Cerrrad child support registries in every State, to track payments and take prompt action when
money isn't paid.

A narlonal registry of child support awards and ¢ nationgl reglsury of new hires based on W-4
reporting so that delinquent noncustodial parents can be tracked quickly and easily across
State lines,

Regular updating of awards,

New measures to penalize those who refuse to pay--from license suspension o IRS
enforcement.

A new program of reguired work and rraining for men who owe child support and fall to pay.

Demonstrations of parenting and access programs and child support assurance.



Suppori for Working Families

One of the greatest perversities of the current system is that people on welfare often have higher
incomes, better health protection, and greater access to child care than working poor families. This
plan i3 designed to help families support themselves by going to work-not staying on welfare. The
key elements are:

arne i The expanded EITC makes it possible for low~wage workers 1o
sa;;pozt zketr famzixes above pcverty Efforts will be maide 0 help families receive the EITC on a

regular basis,

Health care reform. Too many people go on welfare and stay there because they cannot find work
that provides health coverage for their familiss, An essential part of moving people from welfare to
work is ensuring that working persons get health protection.

Child care for the working poor, In addition to ensuring child care for participants in the transitional
assistance program and for those who transition off welfare, child care subsidies will be made
available to low-income working families who have never been on welfare but for whom assistance is
essential to enable them o remain i the workforce and off weifare,

Replacing Welfare with Transitional Assistance and Work

We do not need a welfare program built around writing weifare checks—we need 2 program built
around helping people get paychecks. We oeed to transform the culture of the welfare bureaucracy to
convey the message that everyone is expected @ move Wward work and independence. We eovision
a system whereby people would be asked to start on 2 track wwand work and independence
immediately, with limited exemptions and extensions. Each adult would sign 2 personal responsibility
contract that spells out their obligations, as well ag what the government will do in retura, Qur
proposal calls for:

Full paticipation, Every able-bodied individual who receives cash support Is expected to do
something to help themselves and their commaunity. The requirement applies to those who are
preparing themselves for work and to those who are currently not ready to work. Those who sre
unable to work due to disability or other reasons will be expected to do something for themselves or
their community but will not be subject to time limits until they are ready to engage in training,
education, job search or job placement.

A reformed JORBS program, The focus of the welfare system must be changed from g system focused
on writing checks and verifying ciccumstance to one geared toward helping people move rapidly to
work. The Family Support Act offered the first clear vision for converting welfare into a transitional
system. But the vision was not realized, in part due to insufficient resources. A reformed JOBS
program would include;

Personal Responsibility Comtract, In order to receive assistance, people will have w sign a
personal responsibility contract that spells out their responsibilities and opportunities, and
develop an employability plan to move them into work as quickly as possible,



Job Search First. Most recipients will go through sapervised job search as the first step of
their employability plan. Anyone taking part in the JOBS program will be required to take a
private sector job if offered.

A clear focus on employment. Too many programs seem o0 worry little about whether people
actually get jobs and keep them. The plan will attempt to build bridges between the welfare
office and the private sector.

Integration with mainstream education and training programs. We should not have a separate
system for welfars recipients; it ought to be integrated with new and existing programs in the
community,

Emphasis on worker support arice @ person Is placed in a job. The most effective programs
do more than try © find someons a job, they offer help so that person can keep the job.

Time Hmits, Individuals who are able o work will be limited to two years of cash assistance. Most
people will be expectad w enter employment well before the two years are up. Mothers with infants,
people with disabilities that limit work, and those who care for a disabled child will be placed in a
JOBS-Prep program, and not be Immediately subject 1o the time limit.  Extensions would be granted
in a limited number of cases such as those who need to complete high school, or people who nead
more time because of language barriers.

A WORK program, Those peopls who are still unable to find work at the end of two years will be
required to wark in a private sector, conmunity service or public sector job, Instead of welfare,
States would be expectad to provide fobs for those who have exhausted their ime limit and cannot
find unsubsidized private sector work. Key elements of the WORK program include:

Work, not workfare. States would be expected to place persons in sobsidized jobs which pay
a paycheck, Recipients would have the dignity and responsibility that comes from & raal job.

Flexible, community-based program. States would be able to use money which would bave
been spent on welfare and an additional amount for administration to place people instead in
subsidized private jobs, with local community organizations, or in public service employment,
‘The program will have close links to the local community.

Strong privaze sector emphasis, The strong emphasis will be an placing people in subsidized
private sector placesnents that will lead to unsubsidized work.

Non-displacing Jobs. These jobg will be designed 10 avoid displacing existing workers.

Keeping stays in the WORK program short. To discourage long-term stays in the WORK
program, the plan includes limits on the duration of any one placement, frequent job search

- requirements, no EITC for those in subsidizad work slots, and a comprehensive reassessment
for peopie alter two placements.

Special rules for places with high unemployment. Places with very bigh unempioyment may
be granted special exemptions and given added financial support.


http:employr.:.ec

Dollar caps on the JOBS and WORK programs. To control costs, these programs will be
capped entitlements, with fixed dollar amounts designed to meet the projected caseload.

Reinventing Government Assistance

A major problem with the current welfare system is its enormous complexity and inefficiency. It
consists of multiple programs with different rules and requirements that are poorly coordinated and
confuse and frustrate recipients and caseworkers alike. Waste, fraud and abuse can more easily arise
in such an environment.

The real work of encouraging work and responsibility will happen at the State and local levels. The
Federal government must be clearer about stating broad goals and give more flexibility over
implementation to States and localities. Our proposal calls for:

ificati i i ives in j | : The administra-
tive and regulamry program structum of AFDC and food stamps will be redwgned to simplify and
coordinate rules and to encourage work, family formation and asset accumulation. Changes include:

Allow familles to own a rellable automobile. Current rules prevent those on AFDC from
owning a car with an equity value of more than $1,500. That will be changed to $4,500 for
both AFDC and Food Stamps.

Allow States to reward work, Current law requires States to reduce benefits by $1 for each
$1 carned. The proposal would give States the flexibility to reward work.

Allow families to accumulate savings. The proposal would allow families to set up Individual
Development Accounts which could be used for specific purposes without losing eligibility.

A _performance-based system, In addition to incentives for clients, incentives will be designed to
bring about change in the culture of welfare offices with an emphasis on work and performance.

Accountability, efficiency and reducing fraud, The plan calls for significant expansions in the use of
technology and tracking systems to ensure accountability, efficiency and fraud reduction. Among the
advancements would be;

A nationwide public assistance clearinghouse, which tracks people whenever and wherever
they use welfare, Such a system is essential for keeping the clock in a time-limited welfare
system. Persons will not be able to escape their responsibilities by moving or by trying to

collect benefits in two jurisdictions simultaneously.

State tracking systems which follow people in the JOBS and WORK programs. These systems
will ensure that people are getting access to what they deserve and that they are being held
accountable if they are failing to meet their obligations. Each State will be expected to
develop a tracking system which indicates whether people are receiving and participating in
the training and placement services they are expected to.



The Impact of Reforms

Making all these changes overnight would severely strain the ability of Federal and State governments
to implement the new system. We recommend phasing in the plan by starting with young people, to
send a clear message that we are ending welfare for the next generation. The attached tables are
based on starting with the youngest third of the projected caseload--persons born after 1971, who will
be age 25 and under in 1996 when the new system is implemented.

Starting with that cohort of people, the system will be transformed. Anyone born after 1971 who is
on welfare today, and anyone born after 1971 who enters it subsequently, will face new opportunities
and responsibilities. By the year 2004, this group will represent over 60 percent of the projected
caseload, as older cohorts leave and new persons born after 1971 enter. States wanting to move
faster would have the option of doing so.

Table 1 indicates the number of persons in various parts of the program by year, assuming this
phase-in. Note that because the States will need up to two years to pass legislation and impiement
their systems, the program would not begin fully until late 1996. Thus, FY 1997 is the first full year
of implementation. The initial JOBS program starts up rapidly and grows somewhat over time as
more and more people are phased in, The WORK program grows over time starting with roughly
170,000 jobs in the first year when people begin to hit the limit (FY 1999), rising to roughly 540,000
by FY 2004.



TABLE 1

PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971

FY 1997 FY 1999 FY 2004

Projected Adult Cases With Parent 1.43 million 1.93 million 3.34 million
Born After 1971 Without Reform

Off welfare with Reform .
(Health reform after 1999, EITC, .04 million .08 million .81 million
Child Care, JOBS, WORK, etc.)

Program Participants 1.39 million 1.85 million 2.53 million

Working While on Welfare .12 million .17 million .21 million

JOBS Participants .74 million .89 miltion .92 million

WORK Participants .00 million .17 million .54 million

JOBS-Prep—disability/age limits work .24 million .31 miliion .44 million
JOBS-Prep—severely disabled child .06 million .06 million .08 million

JOBS-Prep—caring for child under one .24 million .25 million .35 million

Notes:

Numbers assume modest behavioral effects that increase over time. These behavioral effects include
employment and training impacts similar to San Diego’s SWIM program and a modest increase in the
percent of recipients who leave welfare for work when they hit the time limit. Figures for 2004 are
subject to considerable error, since it is difficult to make caseload projections or to determine the
impact of WORK requirements on behavior, Figures for FY 2004 also assume behavioral effects
from the full implementation of health reform.

The hypothetical proposal assumes the policy will be implemented in all States by Federal law by
October 1996. In addition, the estimates assume that for 20 percent of the caseload, States will
implement the policy by October 1995. This follows the pattern of State implementation under the
Family Support Act.



Table 2 shows the impact of these changes for the phased-in caseload over the next 10 years,
compared with what we project would be the caseload without welfare reform and heglth reform.

Under the plan, we will go from & sitoation where three<quarters of the persons are collecting welfare
and doing nothing in retura—ngither working nor in training--10 a situation where three-guarters are
either off welfare, working with a subsidy, or in time-limited training. Only those unable to work are
outside the time limitg, and even these persons will have greatee expectations and opportunities under
the proposed system. In addition, we expect the reform proposal to significantly increase psternity
establishment rates, to increase child support payments and to lower child poverty,

TABLE 2
Projected Welfare and Work Status for Persons Born afier 1971
Who Would Have Been on Welfare Without Reforms
FY 2004 — Without Reforms FY 2004 — With Health and
Welfare Reforms
Working with Subsidy: In 3% 4%
Mandatory Fducation, Training
or Placement; or Off Welfuce
with Reforms '
Not Working; nor In manda- 77% %%
tory Education, Training or
Placement )
TOTAL 1K) % 100%

Transforming the social welfare system 0 one focused on work and responsibility will not be easy.
There will be setbacks. We must guard against unrealistic expectations. A welfare systam which
evolved over 50 years will not be transformed overnight. We must admit that we do not have 4l the
answers,  Buot we must not be deterred from making the bold and decisive actions needed o create a
system that reinforces basic values.
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CONFIBENTHAL March 21, 1904

MAJOR POLICY ISSUES

The plan as described previcusly reflects tentative decisions on 2 number of relatively controversial
policy issues. This section identifies the key decisions and discusses alternative approaches. These
issues can be considered in the context of two overriding questions:

. Does the plan succeed in "ending welfare as a way of Hife?” Are the notions of "success™ that
the plan assumes congistent with expectations for dramatic eform?

v Does the plan achieve an appropriate balance between responsibility and opportonity,
and between high expectations for parents and protection of children?

In each of these areas, alternative policy decisions could be made that would shift the balance of the
plan in one direction or the other,

What Is Success?

An important chailenge for the plan is to embody a definition of suecess that reflects the several

dimensions of "ending welfare as a way of Jife.” It must also recognize the difficuity of the task, the

comstrained capacity of the system t0 achieve it, and the need (o protect vulnerable children and

families,

The plan assumes that success has several dimensions:

. Ending welfare as a way of life, by expecting everyone to work or prepare for work,
changing the culture of the welfare syster from an emphasis on income maintenance

t0 an emphasis on work and the responsibilities of both parents, and imposing serious
time limits,

» Improving the well being of children and their families through increased carnings and
child support, and providing protections for the most vulnerable children.

. Reducing the number of people who come onto welfare in the first place by making
work pay, discouraging tsen pregnancy and births cutside marriage, and enforcing the

cbligations of both parents.

* Achieving some caseload and cost reductions over time after a reasonable period for
investment and implementation.

Key Decision: Phase-ln

A key decision to he made about whether the plan fulfills its promise of gansforming welfare has
do with the scale and speed of implementation of the reformed welfare system. Should we seek to



bring sveryone on the caseload into the new system quickly, or should we initially target new
resources on sub-groups such as new applicants or young families?

Immediats implementation of the new program would severely strain the ability of Federal and State
governments o implement the pew system successfully. There is almost no disagreement that
phaging-in is necessary.

A phase-in steategy could start with new applicants, with selected States, with families with older
children, or with young applicants and recipients. A focus on new applicants raises serious equity
concerns betwesan people who came onto welfare very young and those who managed to stay off for a
longer period of time. A State-by-State strategy raises sericus capacity issues at the State level and
guastions about whethier we have achieved truly pational reform. The primary arguments for a focus
on families with older children kave to do with parental care of children and the cost of day care, but
such a focus raises questions about whether the culture of welfare can be changed if families are on
welfare for several years until their children reach an age where the parents face time limits and
training.

A focus on young families, which the plan recomumends, recognizes that it is the younger generation
of actual and potential welfare recipients that are the source of greatest concern, They are also the
group for which there ig probably the greatest hope of making a profound change, and of sending the
message that welfars can no longer be ¢ way of life. Under this approach, we would devote energy
and new resources to ending welfare for the next generation, rather than gpreading efforts so thin that
lictle real help is provided o anyone,

Eveéryone agrees that independence from welfare should be the goal of the new system. But there
may be siuations in which welfare benefits (0 supplement work are desirable. Two related issues
arise o thinking sbout work expeciations, and about whether supplementary welfare benefits and
exemptions from the time fimit should be provided for workers.

The first igsue is under what conditions semeone who is working can continue (0 receive
suppiementary welfare benefits outside the constraint of the two year time limit. The izsue arises
becsuse even full-time work at the minimum wage leaves a family below the income eligibility Jevel
for welfare in a fow States. In sbout half the States, halfitime work at the minimum wage leaves a
family of three below the welfare eligibility levels, Larger families are eligible In more States, The
question ig whether the ¢lock should stop for people working 20 or 30 hours. Proponents of allowing
pari-time work 1o stop the clock argue that getting someone 0 work ¢ven part time is a big success
and should be rewarded. Opponents argue that allowing AFDC 1o continue a5 a work supplement for
fong periods of time is counter fo the basic philosophy of ending welfare dependency,

The Working Group and Cabinet had difficult and somewhat inconclusive discussions
of this issue. There was general agreement that supplementary welfare benefits
should be provided irrespective of the time limit for anyone working at least 30 hours.
There was also general support for allowing 4 State option to 20 hours. An
alternative proposal, which also had considerable support, was to stop the clock for
20-hour workers who had pre-school children.



A related issue arises around the number of hours of work that States would be required to provide,
after the time limit, through subsidized or community service jobs, and around whether supplemental
welfare benefits should be paid if the hours of work the State provided did not generate pay at least as
high as the welfare benefits received by non-working welfare recipients in the State. Because of wide
variations in State welfare benefit levels, the number of hours of work at the minimum wage required
to earn the equivalent of the welfare benefit level for a family of three ranges from about 7 to about
47. For larger families, work hours would have to be higher to reach the welfare benefit {evels, It is
obviously hard to structure a real job of eight or ten hours per week. At the other extreme, it is
unreasonable to require more than the conventional definition of full-time work. When work hours
fall short of the welfare benefit level, it seems reasonable to supplement the incomes of WORK
program participants so that they are at least as high as those of welfare recipients who do not work.

The general sense of the Working Group and the Cabinet on this issue is that States
should not be permitted to define hours of work at a level so low that a significant
portion of income comes from benefit supplements. With this caveat, there was
general agreement on providing some State flexibility within the range of 15 to 30
hours of work per week, and for benefit supplementation to insure that participants in
the WORK program were as well off as welfare recipients who did not work.

The Balance of Responsibilities and Protections

A second important challenge for the plan is to achieve an appropriate balance of responsibility and
opportunity, and of expectations for parents and protection of children. The dilemma arises because
AFDC recipients are both workers and parents, and because we are concerned about the welil-being of
children at the same time we require work and work preparation by their parents. The balancing act
has to take place in two arenas: that of time iimits and work requirements; and that of parental
responsibility and prevention.

Decigions: Time Limits an iremen

A number of key policy decisions on time limits and work requirements affect the balance of
responsibilities and protections. The most difficult decisions are around extensions to and exemptions
from the time limit, around various means for discouraging long-term participation in the WORK
program, and around protections for children when parents do not meet the requirements of the
program.

Extensions to and exemptions from the time limit. Should any groups of recipients have the time

limit extended? Should any be exempted from the requirements of the time limit?

The issue of extensions arises because some recipients, especially those with language difficulties,
education deficits and no work experience, may not be able to appropriately prepare themselves for
work in a two-year period.

The Working Group and Cabinet generally agreed that a limited number of extensions
for such purposes as completing high school or a job training program were
appropriate. They generally agreed that extensions should not routinely be granted
for the purpose of completing a four-year cotlege program, but that higher education
combined with part time work was appropriate.

3



The issue of exemptions from the time limit arises because not all recipients are able to work, even if
they are not severely enough disabled to qualify for SSI. A second type of exemption issue arises
because requiring participation from mothers of infants or very young children may interfere with
parenting and require substantial expenditures on infant day care, Under current law, over half the
caseload, including mothers of children under three, is exempted from participation.

The Working Group and Cabinet generally agreed that exemptions should be limited,
and that participation in some activities should be expected even of those who are
exempted. They tentatively agreed that States should be permitted to exempt up to a
fixed percentage of the caseload for disabilities, care of a disabled child and other
serious barriers to work.

There was considerable discussion of the issue of whether exemptions for mothers of
infants should be for one year (i.e., until the baby's first birthday) or for twelve
weeks (twelve weeks is the mandated leave time in the Parental Leave Act.) The plan
currently assumes a one-year exemption for infants who were not conceived on
welfare and a twelve-week exemption for those conceived on welfare.

ging exte ervice work. The WORK program
of subSIdlzed and commumtyr service ]obs is deSIgned to be a short term supplement to unsubsidized

work in the private sector, not a replacement for it. A number of steps, which are incorporated into
the current plan, can be taken to ensure this:

Subsidized job shots would last for no more that a year, after which the person would
again be expected to look for unsubsidized work.

Federal reimbursement to States could reflect the amount of {ime people were on the
rolls, in order to provide the States with serious incentives to move people into
employment,.

Refusal to accept a private sector job will result in termination of benefits.

An issue arises around what we hope will be a small number of people who continue to be unable to
find unsubsidized employment after placement in a job slot and private sector job search. Some argue
that they should be placed in community service slots for as long as they need them. Others argue
that this policy would lead to permanent guaranteed jobs that might be expensive and perceived as
simply another welfare program, Instead, people who continue to be unable to find employment
might return to a deferred status, might have their welfare benefits reduced or might be cut off
entirely. -

There is general agreement that a serious reassessment should be done of everyone who
comes to the end of one or two job placements without having found private sector work.
Those found at that point to be unable to work would be returned to deferred status with full
benefits. Those found to be able to work and unwilling to take an unsubsidized job would
have assistance terminated. In situations where jobs were not available for people who
conscientiousty played by the rules and tried to find work, assistance would be continued
through another job slot, a workfare assignment, or training linked with work.



A second issue arises around whether the BEFTC should e available to WORK program participants,
There was general agreement that denying the BITC to participants in subsidized jobs would provide a
powerful incentive to move into unsubsidized work. Some expressed concern about the administrative
feasibility of this recommendation, and about its equity implications for workers doing similar jobs.

Sanctions and protections. If the welfare reform plan is to be serious about ending welfare a8 a way
of life and about changing the basic values and culture of the welfare system, it must embody serious
consequences for recipients who do not meet the requirements. The plan basically continues current
law sanctions for non-participation in the JOBS program, which remove the aduli from the grant for
increasing periods of time for each sanction. i adds a severe sanction~benefit termination--for
refusal 10 accept a private sector job. After the time limit, non-participation in the WORK program
carries the same sanction as for ordinary workers: wages are not paid for hours not worked. Notice
and hearings protections are continued. In addition, the State must keep its end of the bargain:
services must be provided.

Families whose benefits are terminated for refusal to take a job or to participate in the WORK
program continue 1o be eligible for food staraps and medical assistance. There is, however, the
danger that in rare circumstances families will find themselves homeless or unable 1o care for their
children. For these families, the ghelter system and the child welfare system peovide the safety net of
last resort. If the welfare system is working properly, these failures will be extremely rare,
Nonetheless, the fact that they may occur must be faced, since there is no apparent alternative if the
system is to be serious about expectations.

In the area of parental responsibility and prevention, the plan aftempts to balance responsibility and
opportunity for both mothers and fathers. Rather than simply focusing on the work obligations of
custodial parents, it proposes & strengthened approach to child support enforcement that makes ¢lear
to fathers as well as mothers that parenthood brings with it clear obligations, and that these
obligations will be enforced with serious and predictable consequences. To complement its emphasis
on child support obligations, it proposes a set of demonstrations focused on work opportunities and
expectations for noncustodial parents, It also proposes a set of requirements on and services for
minor and school-age parents, and a comprehensive approach 1o teen pregnancy prevention. Finally,
it proposes to extend eligibility for benefits to two-parent families, to remove the current bias in the
system toward one-parent families.

A number of the key policy decisions have to do with the relative priority to be given to various
spending proposals; the section on costs and financing outlines the tradeoffs. In addition, there are
three other decigsions that have philosophical as well as cost implications: the size and scope of child
support assurance demaonsirations; the living-at-home requirement; and the family cap option,

{ assurance demongtrations. The proposed child support assurance demonstrations arg
co:xzrowez‘szai not zm?y i}ecaass ef w&t bzzt also because of the idea itself, Child support assurance
speaks to the circumatance when little or no money is coliected from the noncustodial parent, ¢ither
because the system 13 ineffective or because the absent parent has very low earnings. Child support
assurance guarantees that single parents with a child support award in place could count on 2
minimum level of support which they could use to supplement their eamings. Some see child support
enforcement and assurance as a crucial way 1o "make work pay” and to ease the transition from
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welfare to work for single parents, Opponents see it a8 close to simply being welfare by another
name, that might slso provide an incentive for fathers © escape their obligations,

Living-at-home reguirements, The plan proposes to require minor mothers (o {ive at home or with a
responsible adult. Though there is general agroement that very young mothers need care and
supervision from adults, there are some guestions about whether we can ensure adequate protections
for minors in abusive or otherwise unsuitable homes,

Eamily ¢ap option. The plan also proposes an option for States to adopt “family caps” that limit
henefit increases when additional children are conceived by parents already on AFDC, Proponents of
family caps, same of whom believe they should be a requirement and not just a State option, argus
that they reinforce a message of parental responsibility and hefp achieve equity between welfare
recipients and working families, who do not receive a pay raise for additional children, Opponents of
family caps argue that there s no evidence that they deter births, and that they deny benefits (0 needy
children. In addition, opponents argue that the average value of the benefit increase is not much
greater than the value of the tax daduction and the EITC increase for a working family that has an
additional child.
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COSTS AND FINANCING

There is a relatively strong consensus about the basic components of welfare reform among members
of the Cabinet and the Working Group. The difficult tasks now tnvolve coming up with acceptable
financing options and choosing which components to inchede in the final package.

The costs of welfare reform naturally depend upon policy decisions. Key elements which could be
part of a welfare reform plan ace shown in Tables 1 and 2. Some initial financing alternatives are
shown in Table 3. The combined State and Faderal costs of each major element of the welfare
reform plan are shown in the accompanying table.  Assuming the Federal povernment pays 90 percent
of the new program costs, the plan could cost between $8 billion and $15 billion over § years, and
between $28 hillion and $53 billion over 10 years,

FINANCING OPTIONS

There are no casy financing options. Each faces serious political problems and raises some
substantive concerns, We have sought 1o develop financing options which are soumd policies and
politically sustainable. Given that we had t look for much of the financing from cuts in existing
low-income programs, all of the options are especially difficult,

We have explored closely refated income transfer programs and identified reforms that would improve
their targeting, efficiency, and effectiveness while providing savings. We paid particular attention to
programs that seem 0 be growing very rapidly, Welfare reform itself will generate a ceriain amount
of savings from child support enforcement, caseload reductions, and changes in eligibility rules.
These internal savings have already been shown nerted out of the cost tables,

Entitlement Reforms

Assistance Program. The tittle known AFDC-Emergency Assistance Program is
an uncapped enutlemem pmgram which is out of control. In FY90, expenditures totallad $189
million; in FY 1995, it is estimated that expenditures will be $644 million and by FY 1999 almost §1
billion. While the intent of the EA program is to meet short-term emergency neads and help keep
people off welfare, States currently have wide latitude to determine the scope of their EA programs,
Recently States have realized that the definition of the program is so broad that it can fund almost any
critical services to low-income persons. Since the EA program has a Federal match, States have
rapidly begun shifting costs from programs which the States fund on their own such as foster cars,
family preservation, and homeless services into the matched EA program. States appear to be
funding services that address long-term problemys as well as true emergency issues.

We propose to muodify the current Emergency Assistance program by establishing a Federal matching
cap for each State’s EA sxpenditures. Two alternatives might be used in sgetting the cap: Payments
could be capped at the FY 1993 level for all States and then adjusted for inflation, This would save
roughly $2 billion over 5 years. The alternative would be to set a cap equal to 3 percent of the



State’s total AFDC benefit paymeats incurred during the previous fiscal year, and grandfather States
that are above that level at their FY 1993 expenditure level. This alternative would save less.

The Federal match will continue at 50 percent up to the cap. Under the new capped program, States
will also he given the flexibility to determine their own definition of emergency services, This will
give the States flexibility 1o address various special emergency problems, We would use the FY93
expenditures {estimated at $386.9 million) for setting caps and grandfather provisions, since using
FY94 figures would eacourage States to spend more this year to increase the baseline.

Critics of this proposal point (o the fact that much of the money is now going to programs such as
child welfare and homeless relief. They also note that capping at the FY923 level may hurt States
whaose spending rose in FYS4.

] ily Day C; ) i Program. The Child Care
Fwd Program pmvzdes t'aod sabszém {cr eézii{im in two type.s nt‘ seitmgs child care venters and
family day care homes. They are administered quite differently. The subsidies in centers are well
targeted because they are means tested; USDA believes that over 90 percent of Faderal dollars
support tmeals served to low-incoms children. The family day care part of the program is not well
targeted because it has no means test {due to the lack of adminisirative ability of the providers). A
USDA-commissioned study estimates that 71 percent of Faderal dollars support meals for children
above 185 percent of the poverty line. While the child care center funding levels have besn growing
at a modest rate, the family day care funding levels are growing vapidly {16.5 percent between 1991
and 1992).

The following approach better targets the family day care funding © low-income children and creates
minimal administrative requirements for providers. It would raise roughly $0.6 billion over § years.

1. Family day care homes focated in low-incomse areas {e.g., census tracts where 3 third or half of
the children are below 200 percent of the poverty line} would continue 1o receive reimbursement for
all meals as they do today,

2. All other homes would have a choice, They could elect not o use 2 means-est; if they elect this
option, they would receive reimbursement but a1 a somewhat reduced rate (51.27 por mual instead of -
£1.52), though still much higher than the rate paid for most children in child care centers, (Meals
served to children over 185 percent of poverty in centers are reimbursed at just §.31 per meal.}
Alternatively, 2 family day care home could administer a simplified, two-part means-est. Meals
served to children below 183 percent of the poverty line would be reimbursed at the higher rate.
Meals served to children above 183 percent of the poverty Hine would be reimbursed at the reduced
price rate.

Critics of this proposal will argue that it may hurt children because family day care programs may
drop out of the program. However, since the reimbursement would fall only slightly, and only for
homes in well4o-do areas, this seems rather unlikely,

v R ' d 3, Food starmps
and AFDC use somewhat dzf’fefem deﬁmtlons of famtly AFI’JC 1& a chtld«:wt@m& program with the
filing unit defined narrowly around the child. The child’s parent and siblings are usually part of tie
unit, but other relatives generally are not. Indeed, even siblings and parents are not part of the
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AFDC unit if they receive SSI. The Food Stamp program uses a definition which is closer to a
household definition, Thus, most relatives living together are usually in the food stamp unit. We
considered fully conforming AFDC and Food Stamp filing unit definitions, but discovered this would
cut many people off AFDC in low-benefit States, as the income angd assets of other household
members would push the family above the very low AFDC benefits there.

The Food Stamp program rules State that family units with income above 130 percent of poverty (i.e.
roughly $20,000 for a family of four) are not eligible to collect stamps. One option would be to
apply the Food Stamp 130 percent rule to AFDC units as well--effectively denying AFDC benefits to
adults and children living in families with income above 130 percent of poverty. This would impose
no new administrative burdens since the rule already applies to food stamps.

Two types of families would be affected by this plan. First "child only" cases would be reduced
significantly. Child only cases are those where: no parent is present and the child is living with a
relative who is not the legal guardian, the parent is present but the parent is an undocumented alien,
or the parent is present but receiving SSI. These cases have grown dramatically in recent years,
rising from roughly 400,000 in the mid to late 1980s to nearly 700,000 cases in 1992. In child only
cases, relatively little income of other household members is counted in determining benefits and
eligibility. Thus many have household incomes in excess of 130 percent of poverty. The argument
for limiting AFDC in such cases is that the money can be better targeted to poor families. The
argument against it is that the limitation on benefits might discourage some relatives from taking in a
child who might otherwise end up in foster care. One advantage would be that it would be harder to
game the time-limited welfare system by "placing™ a child with a relative. Relative caretakers who
are not the guardian of the child would not be subject to work requirements-and time limits.

The second type of families which could be affected by the 130 percent rule would be extended
family settings, for example, a parent and child living with the grandparent, If the parent is over 18,
the grandparent’s income--no matter how high--is not counted in determining eligibility. Other
situations would include cases where the parent is living with a sibling, This policy would prevent
AFDC payments to situations where the parent had low income, but the extended family’s income is
well above poverty. The possible disadvantage is that this policy might discourage extended families
from living together.

The most extreme proposal would be to strictly apply the 130 percent Food Stamp rule to AFDC,
This would reduce AFDC expenditures by roughly 6 percent or $7 billion over 5 years. A more
modest proposal would be to reduce benefits to this group by 1/2 or 1/3 in recognition that they are
living in another person’s household and have lower expenses. These options would save $3.5 billion
and $2.3 billion respectively. Note, none of these proposals would affect Medicaid eligibility of any -
persons.

Tighten Sponsorship and Eligibility Rules for Non-Citizens, In recent years, the number of non-
citizens lawfully residing in the U.S. who collect SSI has risen very dramatically. The chart below

shows that aliens rose from 5 percent of the SSI aged caseload in 1982 to over 25 percent of the
caseload in 1992, Since 1982, applications for SSI from legal aliens have tripled, while immigration
rose by only about 50 percent over the period.
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Most of these applicants enter the country sponsored by their relatives, Until this yeac, current law
required that for 3 years, 2 portion of the sponsored income in excess of 110 percent of poverty be
*deemed” as available 1o help support the legal alien showld they need public assistance. Currently 47
percent of aliens on 851 apply in their 4th year in the U.S.

The House Republican welfare reform bill finances its reforms by denying all mseans tested benefits to
noncitizens other than refugees. Immigrants over 75 who have been in the U.5, for over § years
would be exempted. Since undocumented immigrants are already barred from collecting benefits
(except emergency medical services), this proposal only affects lega! immigrants who have not yet
become citizens. Such a policy is extremely difficult to defand. Legal aliens are reguired to pay
taxes and contribute in many ways. We believe the administration should eategorically raject such a
proposal,

Nonetheless, the question of how Iong sponsors’ responsibilities should last for relatives they bring o
this country remains. Last fall, to pay for Ul extensions, Congress extensded the time from 3 years ©
§ years until 1996 when it reverts 1o 3 years again, as z way of funding the Ul extension, The most
modest proposal would be to extend the 5 year deeming provision perpanently.  This plag would save
$2.7 billion over 5 years. One might increase the deeming period o 7 years. That proposal would
save $3.5 billion over 5 years, Or one could deem until the immigrant became a citizen, Then the
proposal wounld save $6.8 biltion. This latter option has the virtue that it draws 2 clesr and logical
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policy line-dJesm to citizenship, If such a policy were adopted, INS proposals to speed and simplify
the citizenship process Gacluding dropping language requirements for the elderly), since it is currently
quite cumbersome.

‘The proposal would set consistent deeming rules for non-gitizens across four Federal programs (551,
AFDC, Medicaid, and Food Stamps). Those who support extendad deeming argue it is based on long
standing immigration policy that immigrants should not become public charges. Sponsored
immigrants are different from most citizens in that the latter typically spent their life working and
paying taxes in the U.S. At the same time this proposal ensures that truly needy sponsored
immigrants will not be denied welfare benefits if they can establish that their sponsors are no longer
able to support them, The policy would not affect refugees or asylees,

Critics of this proposal argue that it feeds the already heightened hostility toward immigrants. This
plan treats immigrant parents different from citizen parents. A sizable fraction of the immigrants
come from poor countries, especially Mexico, and while the spongoring family may not be poor (in
which case deeming would have no effect), their incomes may not be particularly high,  Attaining
citizenship can be especially difficult for clderly persons. The Hispanic caucus and 4 sizable number
of immigrant and religious groups are deeply troubled by any proposals affecting immigrants,

The second element of this proposal establishes similar eligibility criteria for all categories of non-
citizens under the four Federal programs. This element is less controversial. Currently, due o
different eligibility criteria in statute, and litigation over how 10 interpred statutory language, the four
Federal programs do not cover the same categories of non-citizens. The Food Stamp program bas the
most restrictive definition of which categories of pon-citizens gre gligible for benefits (e, the
eligibility criteria encompass a fewer number of INS statuses). 581 and Madicaid have the most
expansive definition of which categories of non-citizens are eligible for bepefits, and the AFDC
program falls between these extremes.

This proposal creates eligibility criteria in the 381, Medicaid, and AFDC programs that ace similar 10
the criteria that currently exists in the Food Stamp progeam, The new list of INS statuses required
for potential eligibility to the SSI, Medicaid, and AFDC programs would also be the same as those
listed in the Health Security Act providing sligibility for the Health Security Card, The savings are
included in the cost estimates for deeming. This part of the proposal would result in savings in the
SS1, AFDC, and Medicaid programs. This proposal would affect applications after date of enactment
{i.e., it would grandfather current recipients as fong a8 they remained contimuously eligible for
benefits).

Tax Compliance Measures

Depy EITC to Nonregident Alieng, Under current law, nonresident aliens may receive the BITC,

Because nonresident taxpayers are not required to report their worldwide income, it is currently
impossible for the IRS to determine whether ineligible individuals (such a8 high income nonresident
aliens) are claiming the EITC, The proposal would deny the EITC wo nonresident aliens completely.
We estimate that about 50,000 taxpayers would be affected, mainly visiting foreign students and
professors. The propesal would raise $133 million over § yeass,

OTMALY! rting f o), Under current law, families lving overseas are
zaeizgzhie for tha EI’I‘C Thﬁ ﬁrst pan of thls pmposal would extend the EITC 1o active military
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families living overseas. To pay for this proposal, and t ralse net revenues, the DoD would be
required t report the nontaxable earned income paid  military pecsonnel (both averseas and
stateside) on Form W-2, Such nontaxable earned income includes basic allowances for subsistence
and quarters, Because current law provides that in determining earmed income for EITC purposes
such nontaxable carned income must be taken info account, the additional information reporting would
enhance compliance with the EITC rules. The combination of these two proposals, which together
would raise $162 million over J years, I8 supported by the DoD, This proposal is combinad with the
previous one on the tables for display purposes,

' ng Compliancs Proposals, Current rules require withholding at a rate of 28 percent on
pwceads from ] wzgmng transaction if the proceeds {amount received over amount wagered) exceed
$5,000 and are at least 300 times the amount wagered {i.¢., odds of 300:1 or higher). For lotteries,
sweepstakes, or wagering pools, procesds from a wager nf over $5,000 are subject 1o withholding at
a rate of 28 percem regardless of the odds. No withholding is imposed on winnings from keno,
bingo, or slot machines, There are three components to this revenue raising proposals, as follows:

&) Ingres

wmzaonsnt of ihis pmposal wnuid increase the wnhholdmg rate on cemzm gamb}mg winnings
from 28 percent to 36 percent. The higher rate would apply only o winnings in excess of
$50,000. In addition, it would apply to such winnings regardless of the odds, This is
estimated to raise $516 million over § years, The increased revenues result from & spesdup in
collection of tax and enhanced compliance.

ithholding on gambli gs, The second componem of the proposal would
impose wnthholdmg 01:1 gmbimg wzmmgs of over $7,500 from keno, bingo, and slot
machines regardiess of the odds. This is estimated to raise 3248 million over § vears,

Inform 1t gambli ipnings  Currently, information reporting is
r&quim} on gambﬁng mzwz;zgs in excess of $600 {except that in the case of bingo and slot
machines the threshold s $1,200; and $1,500 in the case of keno) but only if the payout is
based on betting odds of 300 1o 1, or higher. The proposal would extend the information
reporting requirement © any winnings of $10,000 or more regardless of the betting odds.
“This would raise $215 million over § years.

eduge Inaporopria Y6 Use. Proposals include verification of children, requiring paternity of
ioae maie ﬁim w&rﬁmaﬁng &FDC and the EITC, and other ideas.

Revenue Raising Measures

ise Taz.on R e from 1z, Certain wagers authorized by State law are currently taxed
at a rate uf 0. 25 percent and unautlmrxzed wagers at a rate of 2 percent. That tax iz calculated a5 3
percentage of the amount wagered, Only wagers with respect to sporting events or contests and pools
and lotteries conducted for profit are subject to tax, The tax does not apply to drawings conducted by
nonprofit organizations, games where winnings are determined in the presence of all persons placing
wagers (such a5 table games, bingo, and keno), parimutuel betting Hoensed under State law, wagers
made using com-ope:atad or token-operated devices, and State lotteries. The proposal is to place an
excise tax of on gr88 revenuss {wagers less winnings paid out) from all gambling activities except
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State lotteries. If the rate was set at 4 percent, this proposal would raise approximately $3.2 billion
over 5 years. A 5 percent rate would raise roughly $4 billion.

p e Depende are : e Leve Under current law, a dependent
care cred:t is allowed for a certam percentage of expenses mcurred to enable the taxpayer to be
gainfully employed. This credit is frequently used for child care expenses and, therefore, is
sometimes referred to as the child care credit. The credit is currently 30 percent of qualifying
expenses, phasing down to 20 percent beginning at $10,000 of adjusted gross income. The maximum
amount of creditable expenses is $2,400 for households with one qualifying dependent and $4,800 for
two qualifying dependents, resulting in a maximum credit of $1440 (i.e., 30 percent of $4,800), or
$960 for those whose credit rate is 20 percent. Currently, after the phase-down to 20 percent, the
credit is available regardless of the taxpayer’s income. Several alternatives have been considered in
phasing out or reducing the credit, including the following three options:

(a) Full phase-out for high-income taxpayers, The proposal would begin to phase out the

credit (i.e., remove the 20 percent floor) for taxpayers with adjusted gross income of at least
$90,000. Specifically, the credit would be reduced one percentage point for every $1,000 of
income in excess of $90,000. Thus, the credit would be fully phased out at $110,000. This
option is estimated to raise $781 million over 5 years.

of income, Under this optlon the credlt would be reduced by one-half of a percentage point

for every $1,000 of income in excess of $90,000. Thus, households with income of at least
$110,000 would receive a credit of only 10 percent of employment-related expenses. This
option is estimated to raise $384 million over 5 years.

(c) Phaged edi i
of income. This optlon is sumlar to the lrnmedlately precedmg option except that the phase-
down would begin with adjusted gross income of $70,000 (instead of $90,000). This option

is estimated to raise $626 million over 5 years.

BALANCING COSTS AND FINANCING
If one adopted all of the revenue options {and where there is a choice selected the highest option), one
could generate 5 year Federal financing of $x and 10 year financing of $z. This would more than
cover the cost of including all elements in the first 5 years, and nearly cover the cost over 10 years,
But all of the options are controversial, and a more modest proposal may make sense, We continue
to work on a number other financing options as well,

Tables 3 and 4 summarize cost and financing elements over § and 10 years. At the bottom of each
table are a set of possible packages which reduce costs and financing. These are given for purposes
of discussion. There is no agreed upon package of either costs or financing.

Methods of Reducing Costs

With Table 3, one can relatively easily examine the costs of various components, We believe the

only part of the program which really cannot be reduced and still meet the commitments to do serious
and comprehensive welfare reform is Transitional Assistance Followed by Work. Given the targeting
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already present in our proposal, we are already under some attack for not going far enough fast
epough. We also see few options for additional savings in the Parental Responsibility saction. The
Fexeral cost of these elements is $7 billion over 5 years and $27 biilion over 10 years for transitional
assistance. Thus these costs are the minimum starting point for any package.

Thus the major cost reduction options involve child care for the working poor, support for two parent
families, demonstrations, and reinventing government assistance, Eliminating or scaling back any of
these options will be difficult, Child care is provided for people in JOBS and WORK and for those
leaving welfare. If it is not provided for the working poor, serious equity and incentive issues arise.
Moreover, if we target on young people, child care is a particular concern if the goal is to get people
off welfare permanently. The $2 billion in the plan for child care now will cover most working poor
families, but not if utilization or costs rise rapidly.

There is strong support for the two parent provisions both on moral, symbolic, and political grounds,
Proponents argue this policy is essential if we intend to send 2z clear message about strengthening two-
parent families.

Each of the demonstrations also has strong supporters. Prevention grants are part of een pregnancy
prevention agenda, Work and training for non-custodial parents sends a signal about responsibility
and opportunity for these men. Access and parenting demos are also focussed on the men and
improving their role in nurturiog the child along with our geeater expectations for child support
payments. Child support assurance has extremely strong supporters, but some significant critics.
Most agree that demos are a good way to resolve the questions.  Microenterprise and IDA demos
focus on the goal of giving peopie real oppornmities 1o aocumiate assets and stars small businesses.
There is likely to be strong support in Congress for all of these ideas.

The improved asset and automobile rules seem especially important since current rules make it almost
impossible for persons to own a reliable car to use in gefting to work. Work incentives reward work,
and are a mayor source of waiver requests. Propounents argue it i3 silly to allow States to set any
benefit level they choose, but not to adjust the work incentives and benefit reductions associated with
WOrk,

Puerto Rico and the territories have a fixed allocation of money for AFDC, JOBS, and programs for
the aged, blind and disabled. Residents are not dligible for §8I. The allocation has been adjusted
only once since 1979, Thus doubling the existing caps seenss both necessary and appropriate.

The table shows several packages which combine various elements 1o reach lower costs.

Paying for Child Care

Another way of looking at this issus is to focus on fingncing of particular elements of the package.
The working group recognizes the need for culs in existing low income entitlements to fund reform.
Nonetheless, thore was little emthusiasm for any of the entitlemant reforms proposed. The group
thought #t was panticularly inappropriate 0 cut existing low income programs to fund child care for
the working poor,

Thus ¥ may make sense to think about the financing of ¢hild care for the working poor separately
from other elements of the plan.  If we think of ways o finance child care, reductions in child care
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tax ceedits for upper income families and reforms in child care feeding seem like a very close link.
One can add the gambling tax on the basis that new revenues should be used for this pew initiative,
Comparing these three sources one finds that they finance raughly cover the costs of working poor
child care in the § year window, but fall well short in the 1Q year window. Setting the gambling tax
somewhat higher would make the match somewhat closer. This might he used to argue for slighily
higher tax revenue measures.



TABLE 1 — PRELIMINARY DETAILED COST BSTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARB REFORM FROPOSAL

{By fiscal year, in millions of dollars)

5 Year 5 Year
1995 1996 1997 1998 1999 Total |  Fedenl
PARENTAL RESPONSIBILITY
Minor Mothers 0 (20) @0 (20) (25) 85 (0)
No Additional Benefits for Additional Children (20) 0 (125) {200) (265) {660} (229)
Chijd Suppon Eoforcement
Pazernity Establishment (Net) 1 0 13%) 200 (205) 53%) o0
Enforcement (Net) 0 us 69 (45) @%0) (405) (160)
Computer Costs 15 as 95 160 160 455 420
SUBTOTAL, PARENTAL RESPONSIBILITY 0 (50) (240) (305) (625) (1,2200 0
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Prep 0 15 8 95 10 305 275
Additional JOBS Spending 4] 100 &70 850 950 1,580 1,320
Additional Child Care for JOBS 0 70 465 600 670 1,80% 1.62%
WORK Prognm 0 0 0 80 110 790 710
Additional Child Care for WORK 0 0 o 40 KPAS 365 330
Savings from Child Cars and Other Expansion 0 0 0 (10} {30) =0 50y
Trunsitiopal Chifd Care 0 0 120 185 254 550 505
Enhanced Teen Case Management 0 20 55 65 70 210 1%0
Savings - Caseload Reduction 0 0 (80) 250) (150) (520) (28%)
ADP Federal and Stata Systems/Admin Efficiency 50 50 25 110 275 680 6635
SUBTOTAL, JIOBS/WORK 50 25% 1.410 1,865 3,108 6,885 6,285
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 50 208 1,170 1,560 1,480 5,465 6,208
Waorking Poor Child Care (Capped st 32b
in net spending), 0 500 1,000 1,500 2,000 5,000 4,500
Remove Two Farent (UP) Restnctioms 0 0 375 795 1,040 2,210 1,160
Comprehensive Demonstration Granta ] 50 50 50 50 200 200
Non-Custodial Parent JOBS/WORK 0 10 75 10§ 180 370 135
Access Orants and Parenting Demonstrations 20 25 30 30 30 13§ 120
Child Support Assurance Demonstrations 1] 0 100 200 250 550 495
DA and Microentsrprise Demonsirations ¢ ¢ 100 100 100 300 270
SUBTOTAL, DEMONSTRATIONS 20 85 355 485 610 1,555 1,420
REINVENTING GOVERNMENT ASSISTANCE
State Flexibility on Earmed Income and
and Child Supporn Disregards 0 ¢ 555 375 5%0 1,720 945
Genamlly Conform Assets 1o Food Starmpa 20 40 65 70 10 265 100
Set Auto Exclusions to $4500 Equity Valus 0 o 308 320 330 955 955
Double Territorica’ Capa/Adjusl for Inflation 0 0 120 128 125 an 275
All Others 30 218 230 235 245 908 555
SUBTOTAL RGA §14)] 263 1,275 1,325 1,350 4,215 2,830
GRAND TOTAL &0 1,055 4,175 5,663 7,490 18,445 16,115

Note 1: Purentheacs denote savingy.

Note 2: Five Year and Ten Year Federal catitnutes represcnt 90% of sl expenditures except the following:

bensfits are at current match rates; child support is matched at rates specified in the
hypothetical plan; snd comprehensive demonstration grants are matched a1 100%,

Source;: HHS/ASPE stafl omimates, These estimatas have boen shared with staff within HHS and GMB but have not been
officially reviewed by OMBE. Thoe policies do nol represent w sonscruus recommendation of the Working Group co-chairs,
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TABLE 1| ~ FRELIMINARY DEFAILED COST BSTIMATES (FEDERAL AMD STATE)
FOR BLHMENTS OF A WELFARE REFORM FROPOSAL

{By fiscal year, in millions of dolian}

30 Year 10 Your
004 2043 2007 200G 2004 Totsl iFedere]
PARENTAL RESPONSIBILITY
Minor Motisers 2% 5 (3} (25 (25) (10 ®5
Ne Addutional Bencfita for Additional Children 7% {285} 3oy 31 (320} (2150 @81
hild Support Enforesment '
Patarnity Brablishment (Nl 240 L) 3138) {340 £ (2,050 0y
Baforcement (Met} (445) (335) Sy (L000 (1.05% @700 A%
Compuier Coste 135 130 118 16 1ip [ .23 ¥i5
SUBTOT AL, PARENTAL RESPONSIBILITY @30 A3 8%y 488 1,650 5,085 47
TRANSTFIONAL ASSISTANCE BOLLGWED BY WORK
HIBS-Prep 11f 140 150 23 255 1,225 1108
Additional JOBS Spendiag " 250 &0 %76 1,070 7,140 6,428
Addionst Child Cars for 1088 558 583 600 63U 108 4,990 4,410
WORK Program 1,380 1,650 1,880 2040 2,330 10,150 %138
Addiional Crild Care for WORK 610 350 238 %60 1,638 4,383 4,128
Savings from Child Cars and Other Expansion (150} £190; Ty 235 Q% {4,278 Han
Transitional Child Care 318 340 4G #35 304 3,580 2.3
Enhanced Teen Case Masigermem 1= 75 75 85 3t 563 3%
Savings - Cascload Reduztion {250 439 {1,100 {1,160) {14450 {5,080 (2,800)
ADP Feders] and Sueis Syseres/ Admin Bfficiency §3¢ 43 an (L5} (g2 d] a5 500
SURTOTAL, JOBS/WORK 1500 3,633 3,520 4,005 4,200 15,635 25,455
SUBTOTAL, JOBY/WORK AND PARENTAL RESP 5LIN Fi 114 2,055 1440 2,540 Y1580 73,550
Warking Poor Child Care (Capped o §36
in pat spending). 1,080 2,165 2,250 2340 2.43% I 14,545
Remova Two Pacent (UF) Reatrictions L1 1.19% 1,240 ER 753 1.54% 8,356 4,35%
Conpeehensive Damonsirotion Granis 3 38 32 & & Isa 350
Non-Custixdial Parent JOBSWORK 215 358 258 35 48 1,555 £,670
Ascess Grante and Parenting Demmotauatioen 3% 36 % 36 34 285 158
Child Support Assurance Demossioation 236 A 56 pilt ¢ 1,500 1,350
1634 end Microenistprias Demonsintions 0 14 13 106 o 00 630
SUBTOTAL, DEMONSTRATIONS ;33 698 118 563 K10 4,630 4,258
REIRVENTING COVERNMENT ASSISTANCE
Sute Floxibiiity oo Farned Incoms snd
wed Child Support Disregards 803 826 18 §58 §55 4,398 2.49%
Geneonlly Conform Assets 1 Food Stampe o6 Lieit T i3 24 b4+ £3 5% 240
$at Auto Exelusions o 34300 Bauiny Vilue 386 35 355 380 %0 2088 1,788
Doubls Termirories' Capal Adfust for Infisiog 130 i3 46 145 140 1,060 90
A Cihen EALY 363 rylc] 50 %0 2,163 1,375
SUBTOTAL RGA 1,400 1,450 1,490 1,538 1,570 11,650 78858
GRAND TOTAL 4,080 7,815 1,730 B,208 LR 324601 4

MHote §: Parenshescr denote ravings,

Fite 2 Five Yenr and Tea Year Pedel estimates represent $0% of all expenditises sxsapt the following:
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TABLE 2 - PRELIMINARY REVENUE ESTIMATES FEDERAL AND STATE)
(By fiscal year, o billions of dollars)

SYear! 5 Yesr
1895 1906 1997 1588 1989 | Total [Federal
Cap Emergency Asgistance 6.26 .35 644 8.5 0.56 212 2.2
Targat Chitd Care Food Program 8.80 .00 418 .19 2.20 G587 .87
Conform AFDC to Food Btamps 130% Pov, i8¢ 1488 1.40 1.44 1.50 6.99 3.84
Raduoa by 172 0.65 468 Q.70 g7 Q.75 250 1.4¢
Foduoa by 1/3 0.87 4.80 0.83 .88 1,00 | 468 2.56
Tighten Sponsorship and Eligibiiity Aules
for Allens:
Malca curront B-year 33t dooming nsas
permanent and extend o AFDC and
food Stamps and tmit assistance to 0.10 069 088 0.93 274 1.88
PRUCCLS
Extand deeming porod 1o 7 yoars G017 038 870 0.99 1,261 345 282
Extend deersing poriod to citizanship 030 080 133 203 255! 680 487
TG Deninl to non-rasideont aliens
insta reporting for DOD porsonnet LA 3] a.b4 .09 D08 019 .32 632
Gambiing :
increase withholding on gambling winnlogs -
»$50,000 1o 38% 0.26 .12 8.0% 0.05 405 0.52 0.582
Withholding rate of 28% on keng, siots,
ard bingo winners > $7,500 318 008 00t 0.01 .04 298| 025
Rsquire iInformation reperting on
winnings of $10,000+ from gambiing
ragerdioss of odds {excopt Btate lotteries | 0.1 004 0058 488 008 8.22 022
5% oxeise tax on nat recelpts of gambling
ostablishraents {oxgopt State lottartos) 056 079 0.88 g.86 0.9 385 388
Qifver:
Phasa dowe dependent care tax credit
10% for AG over $70,000 3.05 018 818 016 017 0.78 078
TCGTAL (Deem to (itizen, Full 130%) .98 3.54 4.55 539 G112 22821 17.24




TABLE 2 - PRELIMINARY REVENUE £8TIMATES {FEDERAL AND STATE)

{Ry figcal year, in billions of gollars)

10 Yoar |19 Year
2000 2001 2008 2003 2004 1 Toisl |Fodem
Cap Emergancy Assistance .61 G.B5 gy 078 O 586 588
Target Ohild Care Food Program 0.2% 0.22 .23 0.24 0.28 220 228
Cordorm AFDC to Food Starmps 130% Pav. 1.58 1.51 1.67 1.73 1.79 | 1948, 849
Haduce by 12 078 0.81 0.84 087 0901 G5B 528
Haduce by 183 103 1.07 1.11 1.18 118 12787 7.8
Tighten Sponsorship arxd EBgibllity Rules
for Aliers:
Make curent Syear SS| desming rules
Emnen't arxd stand to AFDG and
ood Stamps and Hmil assistance 1o 1.04 1.14 1.27 138 1.84 8.10 6.1
PRUCOLS
Exterd doaming perod 1o 7 years 1.40 i.54 1.69 1.8 206 | 11, 7.9
Extand deeming porod to citizenchin 281 g 344 378 412 | 2395 1820
E1T0: Denial to nonresident ellens
infe raporting for DOD parsonned 0,11 8.1 032 812 Gaz2 £.80 [HRE
Garnbling
increane withhoiding on gambting winnings
>$50,000 12 36% 405 0.08 G068 008 G077 0.1 4.8t
Withholding rate of 28% on keng, siots,
and bingo winnars > $7.500 0.01 4.0 .01 4.0 0.01 £.81 0.91
Raguire inforeation reportirgg on
winnings of $10,000+ from gambling
rogardless of odds {axcept Siate lotteries) 007 0.08 DO8 0608 G0 064 0854
5% axcise tax on net racelpts of Jambiing
establishments (except Stata lotleries) 0.95 1.00 1.04 1.68 1137 8314 914
Cthar,
Phaso down dependent care tax cradit
10% tor AG! over 370,060 017 817 018 018 0.8 187 167
ITOTAL {Daom to Citizen, Full 130%) 854 7.00 745 802 B58| M55 4620




TABLE 3 - Bﬁmﬂ'\f SUMMARY COST mmgg&mm AND STATH}
ELEMEBNTS OF A WELFARE REFORM P
By fisea] your, io miilions of dollurs)

S YEET D Ye TR T e |
. Joal | Fodosl |  Tool | Pederal
[PARERTA L KESPONTIBILITY
Mince Mothers 2 (21 ' -
X%tﬁmﬂ Bensfies fir Additicnat Childen { ; (ggi {2.153; (ggf , it
Child Suppont Enfareamect .
Paternity Establisnrent (Nat gg? {S0 OB (a;ag:g
Enfnren . 160 (,‘?{X}; 1,85
Camléwc;tmﬁu} 545 Elm} {f ( ¥
SUBTOTAL, PARENTAL RESPONSIBILITY azm] @ G| (Lers

TRANSITIONAL ASSISTANCE FOLLOWED 3Y WORK
" ME 275 1,245 1,10%

&hmﬁ IOBS B 2,588 2,320 1,149 5,425
> (ﬁ for JGRS 805 1,62% 4,500 £,410
WORK P 790 1ol miso| &3
Additional Lace Tor WORK 155 330 4,5E8 4,128
Savizgs frum Child Care a5 Oher Expansion {59 e B T L] 003
Trarsitions] Child Cars 560 5057 ST 2320 '
Eslasoed Teea T meamt P 190 ses 35
Savinge ~ Casslosd Reduc (Sﬁ {ig {S.l'gg) 2,800}
ADP Feder and Swie SymmsJA&:mx Eiffiisacy & koL

SUBTOT AL, HOBS/WORK &, 455 6,288 : 25835 15455
SURTOTAL, JIOBS/WORK AND PARENTAL RESP 5,463 6,205 17,235 24,580
\‘wxhng Foor Child Care (Capped  52b
5,006 435001 16,2707 314,848
Remvt Parent (U #) Restrictioge | 7210 3,160 8,260 4,35%
Comperhensive Doy iron Grmnis poLE 206 st 350
Hot-Custodisl Parest JOBSAWORE 1% 335 i,555 1,670
Access Granis snd Parenfing Dersonstmitions 138 130 288 55

Chifd Suppent Axvemance Dunonstrations 550 455 1,500 1,350

DA sad Microeaterpeise Demonstrations 00 230 T £30

SURTOTAL DEMONSTRATIONS 1588 1,420 #,4%Q 4,258

REINVENTRNG GOVERNMENT ASSISTANCE
State Fleukxlzty a5 Barmed Tncoms xad

«nd (.'Iukl 7t Disrogards 1,720 9457 4898|2695
{ orm Asets o Poud Staags ot Lissi,
Buix! co, Rexd ¥, , Truusgfers 43 100 433 2140
Set Axin Bxclusions o $4500 Equity Valus k] 95§ 2,788 2,788
Double Temitories’ CapsiAiiust o Infatioa s 5 1,068 90
Al Gibars . K8 333 2,255 1374
SUBTOTAL RGA 4218 2838 11,460 7EE
GRAND TOTAL 18,845 16,115 | 55460 | 54,720
OPFION § « No Child Cers, 2 Pasent, Dersos or RGA 1443 $,208 17,580 23,580
OPTION & - Ro 4 Pereaot, SO% Child Care, SU% Dumos .
wd 50K RGA 10,450 15,5801 315%0 36,813 B
GPTION 3 - 508 Chald Care, S0% Doy, 3zd 30% RGA 13,060 11,740 42,159 41,08
{PTION 4 - S0% Demos snd 504 ROA 155501 12,0801 35,2851 48450
OFTION § - TOTAL PLAN 12,445 15,1151 S840 $4,720 d
Tl 1T FRNAIRGRER UTDoTs Favib A
Nots 2; ﬁ@s‘i’mmﬂTmegmmmm%%afmu :mwfm -
the %  benefits aro of Sirrmnt maich rales; child supportis M makctod al 1xtex

spomﬁad i t5s hypothatica] plan; xnd comprehensive dunsnsireion grunis are meichad at (0%,

Soeoes HHSIASPE sealf estimates, Thess extimatay have been shared with ciaff withiz HHE sad OMB bt bave ot been
offisially reviewed by OMB. Ths polivien do oot repregent & consensux sesommendation of the Workiag Gmu;: :c?-cixm

. |



TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE}

(By fiscal yoar, In bilions of dollars)

8 Yoar | § Year {10 Year |10 Year
Total [Fedaral Total Fedoral
Cap Emergency Assislance 212 2% 5.50 |
Target Child Care Food Program 057 0.87 2.28 2.29
Conform AFDC 10 Foed Stamps 130% of Povert 8.99 3841 1918 8.48
Reduce by 1/2 3.50 1.92 8,59 5,28
Roduce by 1/3 4.66 288 1278 7.03
Tightan Sponsorship and Eliglbliity Rules
for Allens:
Make current S-yoar SS5i deaming rulas
permanant anct axtend to AFDC and
Food Stampe and Hmit agsistances 1o 2.74 1.85 8.10 6.11
PRUCOLS
Extend deaming period to 7 years 3.45 232 11.88 7.99
Extand deeming period to sitizenship 6.80 467 | 2395 1609
EITC: Deniatl to non-resident aliens
info roporting for DL porsonnal . 0.32 032| 050 0.90
Gambling
Increase withholding on gambiing winnings
>$50,000 to 36% 082 0821 o 0.63
Withheiding rate of 28% on keno, slots,
and bings winnsrs > $7,500 0.25 0.25 0,31 631
Raquire information raporting on
winnings of $10,000+ from gambling
regardiess of odds {except State lofteriag) 0224 022 0.64 0.64
5% excise tax on net receipts of gambiling
establishmeonts {axcept Blata lotterias) 3.85 3.85 2.14 8.14
Other.
Phase dowr: depondaent care tax oredit 10% for
AGH over $70,000 0.78 0.78 1.687 167
OPTION 1 {5 Yr Deaming, No 130% lncome Tes 1147 1058 3052 2753
OPTION 2 {7 Yr Deaming, 1/3rd 130% Income T 1684 1361 4818  36.44
OPTION 3 {Dsem 1o Citizenship, 1/2 130% Test} 19.03 1532 5496 4299
DPTION 4 (Deem to Citizenship, Full 130% Tast} 2252 17.24 6455 48.20
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APPENDIX: ENDNOTES TO TABLES

General Notes:

1.

The estimates in these tables do not include interactions amongst the various proposals, e.g.
the expansion of the caseload due to the elimination of special rules applying to two parent
families are not in the JOBS/WORK program.

Medicaid costs and savings from the various proposals are not estimated.

Child Support Enforcement Estimates

1.

The costs for the noncustodial parent JOBS/WORK provisions are 10 percent of the JOBS and
WORK program costs.

Caseload Numbers and JOBS and WORK Estimates

The caseload numbers and the JOBS and WORK cost estimates are based on the following policies,
assumptions and sources of data:

1.

Adult recipients (including teen custodial parents) born after 1971 are subject to the time limit
beginning in October 1996 (FY 1997). The cost estimates assume that States representing 20
percent of the caseload, will implement the policy a year earlier than required. This follows
the pattern of State implementation under the Family Support Act. JOBS spending on other
portions of the caseload would continue as per current law.

Non-parental caretaker relatives are not subject to the new rules and are not phased-in.

Parents who have a child under one (or under 3 months, if conceived after the initial weifare
receipt), are caring for a severely disabled child, report a work limitation or who are 60 years
of age and older are deferred from participation in the JOBS and WORK programs. As of
FY 1999, about 30 percent of the phased-in caseload is deferred.

The caseload numbers include non-welfare and welfare treatment effects as a result of the new
rules.

Cost per JOBS participant figures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected CPI).

The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities.
We assume that at a given point in time, 55 percent of the phased-in recipients are engaged in
activities which have cost. For recipients with extensions, it is assumed that everyone is
participating in a JOBS activity which costs the program money.

The cost of developing and maintaining a WORK assignment is calculated using CWEP data
from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for
inflation using the projected CPI). Approximately 20,000 and 165,000 WORK slots would be
required in 1998 and 1999, respectively.
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9,

The JOBS and WORK cost estimates do not consider the poteatial impact of child support on
the size of the caseload,

The WORK cost estimates assume that the EITC is not payable to recipients in the WORK
program,

Teen Case Management and JOBS-Prep Cost Estimates

.1‘

The case management cost estimate presumes that at full implementation, enhanced case
management services would be provided to all teen parents under the age of 19 and receiving
assistance, The percentage of teen parents receiving comprehensive case management services
is predicted to rise from 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent in FY 2004,

The cost per teen figure for enhanced case management is drawn from Teen Parent
Demonstration data, There is no data available on the current level of case management
expenditures in the JOBS program. Cousequently, the estimate employs, as a proxy for 2
JOBS case management cost per participant number, a figure calculated using data from the
welfare-to-work demonstrations of the 1980s (San Diego 1 and Baltimore Options).

The additional cost of comprehensive ¢ase management for teens is the difference between the
cost of providing enhanced case management to teen parents under 19 and the cost of
delivering standard case management to the same population. The difference is roughly $560
per participant per year, in 1993 dollars.

The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided 10 20 percent
of those in the JOBS-Prep program. As States currently serve only 16 percent of the non-
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve a
significantly higher pereentage of persons in the JOBS-Prep program. We do not know what
services States will provide during the JOBS-Prep program {candidates include parenting skills
classes, Hife skills training and substance abuse treatment), so arriving at 4 cost per participant
figure for the program is difficult,

For purposes of the estimate, we assume that States will not provide services such as
vocational rehabilitation in the JOBS-Prep program, JOBS-Prep services will consist
primariy of case management and referral 1o external service providers, Many persons in the
JOBE-Prep program have disabilities, although most mothers of children under one do not.
‘The cost estimates assume that a fairly intensive level of case management would be required
for 2 small percentage of persons in this program.

The cost per JOBS-Prep participant figure represents ¢ level of case management more
intensive than that in the current JOBS program but not as intensive a3 the level provided in
the Teen Parent Demonstration. The number is arrived a1 by multiplying the Teen Parent
Demonstration case management figurs by 75,



Chitd Core Estimates

i.

These estimates reflect the child care costs associated with the phase-in assumptions described
above under JOBS and WORK.

This estimate assumes that some AFDC and working poor children will have their child care
needs partially met by Head Start expansion. These children will require wrap around care.

There it nio sliding scale fee for services inchuded in this estimate because no decisions have
been made about scales,

We assume that approximately 40 percent of all AFDC familiss participating in JOBS and
WORK will uge paid child care.

We assume thet Transitional Child Care eligibles who are phased into JOBS will have a
phased in utilization rate which will peak at 37% in FY 2000,

Our working poor estimate represents a phase-in of a capped entitlement to cover children
whose familics are below 130 percent of poverty but do not receive AFDC. By 1999, we
will approach full implementation with $2 biliion in net funding. We assume that there are
approximately 8 million non-AFDC children below 130 percent of poverty, 40 percent of
whom will potentially need child care because of their parents’ work status, and that 40
percent of these families will use paid child care.

There will be an additional cost for the V] Child Care Feeding Program. We believe this
addition cost to be between $3-5 billion over the ten year period. OMB believes this cost is
not scoreable.

No Additional Benefits for Additional Children

f.

The estimate assumes a State option policy where States representing 33 percent of the
affected caseload adopt a cap for benefits for new children,

2. It is assumed that States would reduce the monthly benefit by $63 for each child (after the
first) born while the mother was receiving AFDC,

Two-Parent Estimates

i. The cost for eliminating the special eligibility requirements for two-parent families is based
upon estimates from the TRIM2 model employed by the Urban Institute. These estimates are
corroborated by estimates from the Food Stamp Quality Control data and tabulations from the
Survey of Program Participation (SIPP).

2. The cost assumes that the full impact of the proposal will not accur until the third year of

implementation. QOn average, in the first year of implementation half of the newly expected
recipients will enter the program; in the second year, on average, 90 percent of the newly
expected recipients will enter the program. These assumptions are based on caseload growth
streams in the states which imglemented programs for two-parant families subsequent to the
family support act,



3. The estimates reflsct that roughly 60 percent of the two-parent family cageload is in states
where demonstrations have been implemented or are planned, therefore reducing the costs of
this proposal in the first five years,

Set Aute Exclusions to $4500 Equily Value
1 0 The cost for this proposal reflects impacts in the Food Stamp Program only, it is assumed that

the policy will be changed in the AFDC program via regulation. This regulatory policy will
have a federal cost of $315 milion over 5 years and $1.2 billion over 10 years,



@ Witsondgans . dabd Fitoradee buter Syt

&

VS Ml Jones Carpars

. e b

"




PRELIMINARY WELFARE REFORM PROPOSAL

TABLE OF CONTENTS
ANEW VISION 0 ittt e e e e e e e e e e e 1
PREVENTING TEEN PREGNANCY AND PROMOTING PARENTAL RESPONSIBILITY ... 9
PREVENTION AND REDUCING TEEN PREGNANCY - .o oot 11
CHILD SUPPORT ENFORCEMENT ., oo st e te e eseeeese e 14
MAKING WORK PAY/CHILD CARE vttt et et e e e e e e e e e e 23
IMPORTANCE OF EITC, HEALTH CARE REFORM AND CHILD CARE .. ...... 22
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK . ... ...ovivnoinionan..s 26
FULL PARTICIPATION ottt et e e e e e e e 29
TRAINING, EDUCATION, AND PLACEMENT - THE JOBS pnoemm ......... W
TIME LIMITS vttt e e o e e e e e e e e e e e 35
WORK oo ettt et e e e e e e 37
REINVENTING GOVERNMENT ASSISTANCE .. .. ... ... ...\, e 42
COORDINATION, SIMPLIFICATION AND IMPROVED INCENTIVES IN INCOME
SUPPORT PROGRAMS . & o v o o e e e e e e, 42
PERFORMANCE BASED SYSTEM . 0ttt it e it et 47
ACCOUNTABILITY, BFFICIENCY AND REDUCING FRAUD . .. ..o o e 48
CONCLUSION .« o ettt e e e e e e e e e 50
GLOSSARY .+ v v veinnecenennnnn. e e 51
BACKGROUND INFORMATION ON THE AFDC PROGRAM . . oo oo, 53



March 21, 1504

PRELIMINARY WELFARE REFORM PROPOSAL

A NEW VISION

Our current systens seams at odds with the core values Americans share: work, family, opportusnity,
rasponsibility. While we believe that work is central to the strength, independence and pride of
American families, the present reality is that people who go to work are ofien worse off than those on
welfare. Instead of giving people access to needed education, training and employment, the welfare
system is driven by numbingly complex eligibility rules, and staff resources are spent overwhelmingly
on eligibility determination, benefit calculation and writing checks, The culture of welfare offices
seims o create an expectation of dependence rather than independence. Noncustodial parents often
provide little or no economic or social support to the children they parented, and single-parent
families sometimes gt welfare benefits and other servives that are unavailable %o equally poor two-
parent families. One wonders what messages this system sends to our children about the value of
hard work and the importance of personaliand family responsibility.

This welfare reform plan is designed to give people back the dignity and control that comes from
work and independence. It is about reinforcing the values of work, family, opportunity and
responsibility, The current systom pays cash when peopis lack adequate means to provide for thelr
families. We propose a new vision aimed at helping people regaia the means of supporting
themselves and a1 holding people tesponsible for themselves and their families. The proposal
emphasizes that work is valued by making work pay. It signals that people should not have children
until they are ready to support them, It stresses that parents—~both parents—-have responsibilities o
support their childeen, It gives people acn:ess 1o the skills they need, but also expects work in returs,
1t limits cash assistance 1o two years and t,ban requires work, prefembiy in the private sector, but in
community service jobs if necessary. Most important, it requires changing the culture of welfare
offices, getting them out of the business of writing checks and into the business of finding people jobs
and giving them the skills and support 1o keep those jobs,

Ultimately, this plan requires changing almost everything about the way in which we provide support
to struggling families, To achieve this vision, the plan has four main elements.

MAJOR ELEMENTS
Parental Responsibility

If we are going W end longterm welfare dependency, we must do everything we can to preveat
people from going onto welfare in the first place, Families and communities need to work together o
ensure that real opportunities are available for young people, and they must teach young people that
men and women who parent children have responsibilities and should pot become parents until they
are able to nurturg and support their children, Wo also need to make it clear that both parents have
responsibilities to suppor their children. Qur proposal calls for:



Prevention,

A rational campalgn against teer: pregnancy, which sets clear goals of opportunity and
responsibility for youth, and draws on all segments of soclety and government.

Responsibilities of school-age families receiving assistance, Teen parents will be required w0
finish school.

Learning from prevention approaches that promoie responsibility.
Responsible family planning. Expanded resources and support for family planning.

Requlring minor mothers to live at home, with their parents or a responsible adult~not receive
a separate check for setting up 2 separate household.

State option to Umit additional benefits for additional children conceived by parents on
welfare.

End rules which discriminate against nvo-parent families. The 100-hour rule and quartersof-
work rule which apply only to two-pareat families would be repealed.

Universal paternity establishment, preferably in the hospital, Strict penalties for women
seeking AFDC who do not cooperate in identifying and finding the father. Serious finsncial
inceatives to States that do not establish paternity onve the mother has cooperated.

Central child support regisiries in every State, to track payments and take prompt action when
money isn't paid.

A national registry of child support awards and a national registry of new hires hased on W4
reporting so that delinquent noncustodial parents can be tracked quickly and easily across
State lines. .

Regular updating of gwards.

New measures to penalize those who refuse ro pay--from license suspension to IRS
enforcement.

A new program of required work and training for men who owe child support and fail to pay.

Demonstrazions of parenting and access programs and child support assurance.



Support fer Working Families

One of the greatest perversities of the currant system is that people on welfare often have higher
incomes, better health protection, and greater access to child care than working poor families. This
plan is designed to help families support themselves by going 10 work—not staying on welfare. The
key clements yre:

Larnes g sredit (EITC), The expanded EITC makes it possible for low.wage workers to
sz;p;mn thesir famzizes above poverty. Efforts will be made to help families receive the EITC ona

regular basis,

Bealibicare reform. Too many people go on welfare and stay there because they cannot find work
that provides health coverage for their families. Asn essential part of moving people from welfare o
work is ensuring that working persons get health protection.

{0 yorking poor, In addition to ensuring child care for participants in the trassitional
assxstance program and for those who transition off welfare, child care subsidies will be made
available 0 Jow-income working families who have sever been on welfare but for whom assistance is
essential to enable them to remain in the workforce and off welfare,

Replacing Welfare with Transitional Assistance and Work

We do not need a weifare program built around writing welfare chiecks—~ws need a program built
around helping people get paychecks, We need o transform the culture of the welfare bureaucracy to
convey the message that everyone is expected to move toward work and independence. We eavision
a system whereby people would be asked to start on a track toward work and independence
immediately, with limited exemptions and extensions, Each adult would sign a personal responsibility
gontract that spells out their obligations, as well as what the government will do in return. Cur
proposal calls for:

Fuli participation, Every sble-bodied individual who receives cash support is expected to do
something to belp themselves and their community. The requirement applies 1o those who are
preparing themselves for work and to those who are currently not ready 10 work, Those who are
unshle to work due to disability or other reasons will be expected to do something for themselves or
their community but will not be subject to time limits until they are ready 1o engage in tralning,
sducation, job search or job placement.

EfOrme gram, The focus of the welfare system must be changed from a system focosed
(m wnzmg checi:s au& venfymg circumsiance to one geared toward helping people move rapidly to
work, The Family Support Act offered the first clear vision for conventing welfare into 2 transitional’
systam, But the vision was not realized, in part dus to insufficiont resources. A reformed JOBS
program would include:

Personal Responsibility Contract. In order to receive assistance, people will have to sign a
personal responsibility contract that spells out their responsibilities and opportunities, and
develop an employability plan t move them into work zs quickly as possible.



Job Search First, Most recipients will go through supervised job secarch as the first step of
their employability plan.  Anyone taking part in the JOBS program will be required to take a
private sector job if offered.

A clear focus on employment, Too many programs seem to worty little about whether people
actually got jobs and keep them. The plan will attempt to build bridges between the welfare
office and the private sector,

Integration with mainstream education and training progroms. We should not have a separate
system for welfare recipients; it ought to be Intsgrated with new and existing programs in the
community,

Emphasis on worker support once a person is placed in a job. The most effective programs
do more than try to find someone 2 job, they offer help so that person can keep the job.

Time jimis, Individuals who are ablie to work will be limited 10 two years of cash assistance, Most
peopls will be expectixd to enter employment well before the two years are up, Mothers with infants,
people with disabilities that limit work, and those who care for a disabled child will be placed in a
JOBS-Prep program, and not be immediately subject to the time timit. Extensions wauld be granted
in a limited number of cases such as those who need to complets high school, or people who need
more time because of language barriers.

A WORK program. Those people who are still unable to find work ot the end of two vears will be
required to work in a private sector, community service or public sector job. Instead of welfars,
States would be expected to provide jobs for thosa who have exhausted their time limit and cannot
find unsubsidized private sector work. Key elements of the WORK program include:

Work, not woridare.  States would be expectad o place persons in subsidized jobs which pay
a paycheck. Recipients would have the dignity and responsibility that comes from a real job.

Flexible, commanity-bused program. States would be able to use money which would have
been spent on welfare and an additional amount for administration to place people instead in
subsidized private jobs, with local community organizations, or in public service smployment,
The program will have close links to the local community.

Strong private sector emphasis. The strong emphasis will be on placing people in subsidized
private sector placements that will lead to unsubsidized work.

Non-displacing jobs, 'These jobs will be designed o avoid displacing existing workers.

Keeping stays in the WORK program short, To discourage long-term stays in the WORK
program, the plan includes limits on the duration of any one placement, frequent job search
requirements, no EITC for those in subsidized work slots, and a compeehensive reassessment
for people afler two placements.

Special rules for places with high unemployntent. Places with very high unemployment may
be granted special exemptions and given added financial support.



Dollar caps on the JOBS and WORK programs, To control costs, these programs will be
capped entitements, with fixed dollar amounts designed to meet the projected caseload.

Reinventing Government Assistance

A major problem with the current welfare system is its enormous complexity and inefficiency, It
consists of multiple programs with different rules and requirements that are poorly coordinated and
confuse andd frustrate recipients and caseworkers alike, Waste, fraud and abuse cans mors easily arise
in such an eaviropment.

The real work of encouraging work and responsibility will happen at the State and local levels. The
Federal government must be ¢learer about stating broad goals and give more flexibility over
implementation 1o States and localities, Our proposal calls for:

ination, simplific ' ' ¥ i ] pograns, The administra-
twe aﬁd r&gzziazory program stmcmws of &FZ}C and food stamps will be rades:gned to simplify and
coordinate rules and 0 encourage work, family formation and asset accumulation. Changes include:

Allow famiiies 10 own a reliabie automobile. Current rules prevent those on AFDC from
awning a car with an equity value of more than $1,500. That will be changed 10 $4,500 for
bath AFDC and Food Stamps,

Allow States 10 reward work, Current law requires States o reduce benefits by $1 for sach
$! earnaxl. The proposal would give States the flexibility to reward work.

Allow families to accumudate savings. The proposal would allow families to set up Individoal
Development Accounts which ¢ould be used for specific purposes without losing eligibility,

A_perfs e-baged system. In addition to incentives for clients, incentives will be designed to
brmg atxmt f::tzaz'zga in the cuiture of welfare offices with an cmphas:s on work and pecformance,

The plan calls for significant expansions in the use of

=tnoiagy and tracking systems 0 ensumnmblhty, efficiency and fraud reduction. Among the

advancemenis would be:

A natlonwide public assistance clearinghouse, which tracks people whenever and wherever
they use welfare. Such a system is essential for keeping the clock in a time-limited welfare
system. Persons will not ba able to escaps their responsibilities by moving or by trying o

voltect benefits in two jurisdictions simultanecusly.

State tracking systzms which follow pegple in the JOBS and WORK pregrams. These systems
will engure that people are getting access to what they deserve and that they are being held
accountable if they are failing w meet their obligations. Each State will be expected to
develop a tracking system which indicates whather people are receiving and participating in
the training st placement services they are expected 10,



The Impact of Reforms

Making all these changes overnight would severely strain the ability of Federal and State governments
to impiement the new system. We recommend phasing in the plan by starting with young people, to
send a clear message that we are ending welfare for the next generation. The attached tables are
based on starting with the youngest third of the projected caseload—-persons born after 1971, who will
be age 25 and under in 1996 when the new system is implemented.

Starting with that cohort of peopls, the system will be transformed. Anyone born after 1971 who is
ou welfare today, and anyone born after 1971 who enters it subsequently, will face new opportunities
and responsibilitiss, By the year 2004, this group will represent gver 60 percent of the projected
caseload, as older cohorts leave and new persons born after 1971 enter. States wanting to move
faster would have the opticn of doing s0.

Table 1 indicates the number of persons in various parts of the program by year, assuming this
phase-in, Note that because the States will need up 10 two years to pass legisiation and implement
their systems, the program would not begin fully until late 1996, Thus, FY 1997 is the first fisll year
of implementation. The initial JOBS program starts up rapidly and grows somewhat over time as
more and more people are phased in. The WORK program grows over time starting with roughly
170,000 jobs in the first year when people begin to hit the limit (FY 1999), rising & roughly 540,000
by FY 2004,



PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971

FY 1997 FY 1999 FY 2004

Projected Adult Cases With Parent 1.43 million 1.93 million 3.34 million
Born After 1971 Without Reform

Off welfare with Reform
(Health reform afler 1999, EITC, .04 milifon 08 million .81 million
Child Care, JOBS, WORK, ac.)

Program Participanis 1.39 miflion 1.85 million 2.53 million
Warking While on Welfare .12 million A7 million 21 millien

JOBS Participants 74 million .89 million 92 million
WORK Participants 00 million A7 million 54 million
JOBS-Prep~disability/age limits work .24 miltion 31 million .44 million
JOBS-Prep--severely disabled child .06 million 06 million L8 million
JOBS-Prep--caring for child under one .24 million .28 million .35 mmillion

Notes:

Nambers assume modest behavioral effects that increase over time. These bebavioral effects include
employment and training jopacts similar to San Diego’s SWIM program and 2 modest increase in the
percent of recipients who leave welfare for work when they hit the time limit. Figures for 2004 are
subject to considerable error, gince it is difficult to make caseload projections or to determine the
impact of WORK requirements on behavior. Figures for FY 2004 also assume behavioral effects
from the full implementation of health reform.

‘The hypothetical proposal assumes the policy will be implemented in all States by Federal law by
October 1996, In addition, the estimates assume that for 20 percent of the caseload, States will
implement the policy by October 1995, This follows the pattern of State implementation under the
Family Support Act.



Table 2 shows the impact of these changes for the phassd-in caseload over the next 10 years,
compared with what we project would be the caseload without welfare reform and health reform.

Under the pian, we will go from 2 situation where three-quarters of the persons are collecting weifare
and doing nothing in return—neither working nor in training-{0 3 situstion where three-quarters are
either off welfare, working with 8 subsidy, or in time-limited training. Only those unable to work are
outside the time limits, and even these persons will have greater expectations and opportunities under
the proposed system. In addition, we expect the reform proposal to significantly increase paternity
establishment rates, 1o increase child support payments and to fower child poverty.

TABLE 2

Projected Wellare and Work Status for Persons Born after 1971
Who Would Have Been on Wellare Without Reforms

FY 2004 — Without Reforms FY 2004 ~ With Health and
Welfare Reforms
Working with Subsidy; In 23% 74%
Mandatory Education, Training
or Placement; or Off Weifare
with Reforms ‘
Not Working; nor In manda- T1% 26%
tory Education, Training ot
Placement
TOTAL 100% 0%

Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will be sethacks. We must guard against uprealistic expectations, A welfare system which
evolved over 50 years will not be transformed overnight. We must admb that we do not have all the
answers. But we must not be deterred from making the bold and decisive actions needed to create a
system that reinforces basic values.
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PREVENTING TEEN PREGNANCY
AND PROMOTING PARENTAL RESPONSIBILITY

Poverty, especially long-term poverty, and welfare dependency are often associated with growing up
in a one-parent family.  Although most single parents do a heroic job of raising their children, the
fact remains that welfare dependency could be significanly veduced if more young people delayed
¢hildhearing until both parents were ready o assume the responsibility of raising children, Cases
headed by unwed mothers accounted for about four-fifths of the growth of 1.1 million in the welfare
rolls over the past ten years, from 3.86 million families in 1983 to 4,97 million families in 1993,
Beginning in 1990, the rate of children on AFDC born to never-married mothers accelerated
dramatically,

Teenage prognancy is a parlicularly troubling aspeet of this prohlem. Teenage birth rates have been
rising since 1986 becauss the trend toward earlier sexual activity has resulted in more pregnancies.
According to the Annie E. Casey Foundation, almost 80 percent of the children of teenagers who had
that child before they graduated from high school and married live in poverty, In contrast, less than
8 percent of the childeen of young poople who deferred childbearing until they graduated from high
school, were twenty years old, and married are living in poverty, Teenage childbearing often leads to
school drop-out, which results in the failure to acquire the education and skilis that are needed for
success in the labor market, The majority of these teenagers end up on welfare, and sccording w the
Center for Papulation Options the cost 1o taxpayers is about $34 billion to assist such families begun
by a teenager.

Bath parents bear respoasibility for providing emotional and moral guidance, as well as economic
support 1o their childven. Teenagers who bring children into the world are not yet equipped to
discharge this fundamental obligation. If we wish 1o reform welfare and put children first, we must
find effective ways of discouraging pregnancy by young people who cannot provide this essential
support. We must send a clear and unambiguous signal--one should not become a parent uatil you
are abie 1o provide for and nurture the child.

For those who do become parents, we must send an equally clear message that there will be
responsibility, even if they do not live with the child, In spite of the concerted efforts of Federal,
State and local governments to establish and enforce child support orders, the current system fails 1o
ensure that children receive adequate support from both parents, Recent analysis by the Urban
Institute suggest that the potential for child support collections exceeds $47 billion per year. Yet only
$20 billion in awards are currently in place, and only $13 billion is actually paid. Thus, we have a
potential collection gap of over $34 billion.

The system somds unmistakable gignals: alt too often noncustodial parents are not held responsible for
the children they bring into the world, Less than half of all custodial parents receive any child
support, and only about one third of single mothers (mothers whe are divorced, separated, or never
married as opposex| 1o remarried) receive any child support. Among never-married mothers, only 13
percent receive any support. The average amount paid is just over 52,000 for those due support.
Further, paternity is currently being established in only one third of cases where a child is born out of
wedlock.



The child support problem is principally threefold. First, for many children born out of wedlock, a
child support order is never established. Roughly §7 percent of the potential collection gap of $34
Billion can be traced to cases where no award is in place. This is largely due to the failure to
establish paternity for childeen born out of wedlock. Second, when awards are established, they arg
often w0 low, are not adjusted for inflation, and are not sufficiently correlated to the earnings of the
noncustodial parent,  Fully 22 percent of the potential gap can be traced to awards that were gither set
very 1ow initially or never adjusted as incomes changed, Third, of awards thal are established, the
full amount of child support is not paid in half the cases. Thus the remaining 21 percent of the
potential eotection gap is due to failure to collect full awards in place.

For children to achigve real economic security and to avoid the need for welfare, they ultimately need
support from both parents. Lnder the present system, the needs, concerns and responsibilities of
noncustodial parents are often ignored. The system nesds to focus more attention on this population
and send the message that "fathers matiee™. We ought o escourage noncustodial parents to remain
involved in their children’s lives—-not drive them further away. The well-being of children who live
only with one parent would be enhanced if emotional and financial support were provided by both of
their parents.

The ethic of parental responsibility is furdlamental. No one should bring a child into the world until
ha or she is prepared to support and nurture that child. We need to implement approaches that both
require parental regponsibility and help individuals to exercise it. To this end, we propose a muiti-
part sirategy. We propose a number of changes fo the welfare and child support enforcement systems
10 promote two-parent families and to encourage parental responsibility. Next, we seek to send a
clear message of responsibility and opportunities and to engage other public and private sector lsaders
and institutions in this effort. We nead to encourage responsible family planning, Government has 2
role to play, but the massive changes in family life that have occurred over the past few decades
cannot be dealt with by government alone. We must not only emphasize responsibility; we must
break the cycle of poverty and provide 2 more hopeful future to our communities,

PROFOSAL
We need a welfare reform strategy that goes beyond trying to move those already on welfare into
employment or some work preparation activity, The best way t0 end welfare dependency is to
eliminute the need for welfare in the first place. Our proposal to promote parental responsibility and
prevent adolescent pregnancy has two major components:
Prevention and Reducing Teen Pregnancy

. Nationgl mobilization for youth opportunity and respoasibility

. Responsibilities of school-age parents receiving cash assistance
* Encouragements for responsibie family
planning

* Learning from prevention approaches that promote responsibility
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Child Support Enforcement

. Establish awards in every case

. Ensure fair award levels

. Collect awards that are owed

. Child support enforcement and assurance

demoanstrations

. Enhanced responsibility and opportunity for
noncustodial parents

PREVENTION AND REDUCING TEEN PREGNANCY
National Mobilization for Youth Opportunity and Responsibility

It is critical that we help all youth understand the rewards of staying in school, playing by the rules,
and deferring childbearing until they are married, able to support themselves and nurture their
offspring. The President will {ead a National Mobilization for Youth Opportunity and Responsibility
utilizing broad-based private support. This will bring together the broader themes of economic
opportunity and personal responsibility to every family in every community. It will include a
persuasive media campaign as well as a series of dramatic Presidential events,

Establish Individual and National Goals. Establish a not-for-profit, non-partisan entity—the
Partnership for Youth Opportunity and Responsibility--to establish national goals and to assume

responsibility for a national, State, and local mobilization in the media, schools, churches,
communities, and homes. The goals established would focus on measurable aspects of the broader
opportunity and responsibility message for teen pregnancy prevention, such as graduate from high
school; defer pregnancy until finished with high school, married, and working; go to college or work;
and accept responsibility for the support of your children,

Funds to support such a group would be raised privately. Its membership would be broad-based,
including youth; elected officials at all levels of government; and members of the religious, sports and
entertainment communities. In addition, a Federal interagency group would ensure that responsive
information such as model programs is provided and serve as a focal point for coordinating the range
of federal programs across program and departmental lines.

: idg in Hi i . Provide challenge
grants to approxnmately 1000 middle and h:gh schools located in hlgh poverty areas to develop a
national network of school-linked, community-based teen resource and responsibility centers and
establish "Be the BEST (Building Essential Skills for Tomorrow) You Can Be Partnerships for
Disadvantaged Youth," First, the centers would focus on teen pregnancy prevention by funding
family planning, including abstinence education, and other activities to develop mutual respect of
peers of the opposite sex and parenting skills,
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Second, "Be the BEST (Building Essential Skills for Tomorrow) You Can Be Partnerships for
Disadvantaged Youth” would provide federal "glue” money 0 form long-term, institutional partner-
ships between these targetad schools and broad-based consortia of employers, cominunity-based
organizations, churches, collegss and universities. 1t would to encourage the development of targeted
schools as broader community centers; establish Jong-term mentoring, tutoring, coaching and other
youth-adult relationships; provide education, training and support to youth to take responsibility for
their own lives; and provide information about educational, training, entrepreneurial and work
opportunities.

These challenge grants can be used 10 leverage meaningful partnerships for targeted schools and
community consontia across the country. In all of these targeted efforts, older teens and young adults
who are succeeding in school, on the job or in business can be major participants and important role
models for their younger pesrs,

Responsibilities of School-Age Parents Recelving Cash Assistance

Minor mothers, those under age 18, have special neods and deserve special consideration. They arg a
relatively small part of the caseload at any point in time, but a disproportionate contributor to long-
term dependency. We have four proposals that affect minor and school-age parents:

Minor mothers Jive at home. We propose requiring that minor parents Hive in 3 household with 2
responsible adult, preferabiy a parent (with certain exceptions, such a5 when the minor parent is
married or if there is a danger of abuse to the minor parent). Current AFDC mules permit minor
mothers to be "adult caretakers™ of their own children, We believe that having & child does not
change the fact that minor mothers nesd nurturing and supervision themselves, and they would be
considered chiidren—not as heads of houschold, Under current law, States do have the option of
requiring minoc mothers to reside in thelr parents’ housshold (with certain exceptions), but only five
have included this in their State plans. This proposal would make that option a requirement for all
States.

: g } : re mothers. We propose te allow States to utilize older welfare mothers to
memor atrisk schooi-age parems a8 part of their community service assignment. This model could
be especially effective in reaching younger recipients because of the eredibility, relevance and
personal experience of older welfare recipients who were once teen mothers themselves, Training
and support would be offered to the most promising candidates for mentoring.

irgeting arents.  We would ensure that every school-age parent or pregnant teenager
w&e Bonor apphas far weifam enrclis in the JOBS program, continues their education, and is put on -
a track to seif-sufficiency. Every schiool-age parent (male or female, case head or not) would be
required to participate in JOBS from the moment the pregnancy or paternity is established. All JOBS
rules pertaining to personal responsibility contracts, employability plans, and participation woukd
apply o teen parents, We propose (o require case management and special services, including family
planning counseling, for these teens.

State options for behavioral jncentives, We propose to give States the option to use monetary

incentives combined with sanctions as inducements to remain in school o GED class, They may also
use incentives and sapctions to encourage participation in appropriate parenting activities,
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Encouragements for Responsible ¥amily Planning

Responsible parenting requires access to information and secvices degigned to discourage sarly sexual
behavior and prevent pregnancy. We propose the following:

od funding fo i rvices through Tide X, Responsible family planning requires
thaz famziy ;}imzﬁg servzces be avaxiabie f‘tir th&se who need them. A request for increased funding
for Title X was included in the FY 1995 budget submission.

Family Caps. We would give States the option to limit benefit increases when additional children are
conceived by parents aiready on AFDC, if the State ensures that parents have access to family
planning services, Non-welfare working families do not recelve a pay raise when they have an
additional child, even though the tax deduction and the BITC may incrsase. However, familiss on
welfare receive additional support because their AFDC benefits increase sutomatically to include the
ueeds of an additionat child.

Some States have requested waivers 1o imploment this policy, arguing that they would reinforce
parental responsibility hy keeping AFDC (but not food stamps) benefits constant when a child is
conceived while the parent is on welfare. The message of responsibility would be further
strengthened by permitting the family to earn more or veceive more in child support without penaity
as a substitute for the automatic AFDC benefit increase under current law, Others argue that thers i
no evidence that they deter births, and that they deny benefits to needy children, The value of the
benefit increase could be viewed as similar 1o (e value of the tax deductions and EITC increass for a
working family that has an additional child. {The tax deduction and BITC increase for the second
child is worth $1,241 at the $20,000 income level; the tax deduction s worth $6386 at $60,000.
APDC benefits Increase $684 per year for the second child in the median Statg; including food stamps
increases benefits by $1,584,)

[earning fram Prevention Approaches that Promote Responsihility

Changing the welfare system by itself is insufficient as 2 prevention strategy. For the most part, the
disturbing social treads that lead to welfare dependency are not caused by the welfare system but
reflact a larger shifty in socictal mores and values, Teon pregnancy appears to be part of a more . -
general pattarn of high-risk behavior amoag youth,

‘The Administration is developing several initiatives that aim to improve the opportunities available to
young people and to provide alternatives to high-risk behavior. The School-to-Work initiative, for
example, would provide opportunities for young people to combine school with work experience and
on-the-job training, as a way of easing the transition into the workplace, The Administration’s crime
bill focuses additional resources on crime pravention, especially on youth in disadvantaged neighbor-
hoods. Initiatives like these are aimed at raising aspirations among young people who might
otherwise become parents too early,

In addition, we cught 10 diret some attention specifically to preventing teen pregnancy. The basic
issue in designing a prevention approach is 1o balance the magnitude of the problem with the paueity
of proven approzaches for dealing with it. We need a strategic approach that develops and funds some
substantial demonstration programs, and evaluates them for their potential © be more broadiy
¢ffective.
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Demonstrations. Early childbearing and other problem behaviors are interrelated and strongly
influenced by the general life-experience associated with poverty. A change in the circumstances in
which people live, and consequently how they view themselves, is needed to affect the decisions
young pecple make in regard to their lives. To maximize effectiveness, interventions should address
a wide spectrum of areas including, among others, economic opportunity, safety, health and
education. Particular emphasis must be placed on the prevention of adolescent pregnancy, through
measures which include sex education, abstinence education, life skills education and contraceptive
services. Comprehensive community based interventions in this area show great promise, especially
those efforts that include education.

We propose comprehensive demonstration grants that would try different approaches to changing the
environment in which youth live and carefully evaluate their effects. These grants would be of
sufficient size or "critical mass” to significantly improve the day-to-day experiences, decisions and
behaviors of youth, They would seek to change neighborhoods as well as directly support youth and
families and would particularly focus on adolescent pregnancy prevention. While models exist for
this type of comprehensive effort, few have been rigorously evaluated. We propose a systematic
strategy to learn from variations in different types of approaches. All demonstrations would include a
strong evaluation component,

Rgﬁgnglg

We believe that very clear and consistent messages about parenthood, and the ensuing responsibilities
which will be enforced, hold the best chance of encouraging young people to think about the
consequences of their actions and defer parenthood. A boy who sees his brother required to pay 17
percent of his income in child support for 18 years may think twice about becoming a father. A girl
who knows that young motherhood will not relieve her of obligations to live at home and go to school
may prefer other choices.

The current welfare system sends very different messages, often letting fathers off the hook and
expecting little from mothers. We hope and expect that a reformed system that strongly reinforces
the responsibilities of both parents will help prevent too-early parenthood and assist parents with
becoming self-sufficient.

Along with responsibility, though, we must support opportunity. Telling young people to be
responsible will not be effective unless we also provide them the means to exercise responsibility and
the hope that playing by the rules will lead to a better life. Both our child support proposals and our
transitional assistance proposals are designed to offer opportunity to work and prepare for work, and
are built on the experience of effective programs. However, the knowledge base for developing
effective programs that prevent too-early parenthood is much less solid. Our strategy, therefore,
emphasizes trying many approaches and learning about which are most effective.

CHILD SUPPORT ENFORCEMENT
Establish Awards in Every Case
Universal Approach. Outreach efforts would be conducted at the State and Federal levels to promote

the importance of paternity establishment both as a parental responsibility and as a right of the child
to know both parents. States would be offered new performance based incentives for all paternities
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established, whether or not the mother is currently on welfare, Voluntary acknowledgement
procedures would he expanded and simplified.

Clear Respansibility. The responsibility o establish patemﬁy for out-ofvwediock births would be
¢learly defined. Mothers will be required t0 cooperate in establishing paternity prior t receipt of
welfare. A new stricter cooperation requirement will require the mother fo provide both the name of
the father and information sufficient 1o verify the identity of the person named. Good cause
exceptions would be granted under only very limited circumstances. In turn, the States will have 2
clear respoasibility to establish paternity when the mother has fully cooperated. We propose that the
States be held fully responsible for the cost of benefits paid 1o mothers who have cooperated fuily but
for whom paternity has not been established within a strictly defined time frame,

; g afer Establist ¢i5. The legal process for establishing paternity in
conteswd patemlty cases wﬂl be streamlined so that States can establish paternities more quickly and
efficiently.

Rationalke

Paternity establishment is the first crucial step toward securing an emotional and financial connection
between the father and the child, Recognizing the critical imponance of establishing paternity for
every child, the Administration has already launched a major initiative in this direction by the passage
of in-hospital paternity establishment programs &s part of OBRA 1993, Research suggests that the
rumber of paternities established can increase dramatically if the process begirzs 2t burth or shordy
thereafter.

The proposal includes two important steps to further this effort. One is to reward States for paternity
establishment in all cases, regardiess of welfare status, through performance based ncentives. In
order to do so, we will implement a paternity measure that is hased on the number of paternities
established for all cases where children are born t0 an unmarried mother, Second, outreach and
public edizcation programs aiined at voluntary paternity establishment will be greatly expanded in
order to begin changing the attitude of young fathers and mothers. Parenting a child must be seen as
an important responsibility that has ceal consequences, For young fathers, this means that parenting a
¢hild will have real financial consequences for the support of that child.

There are many different points of view about why paternity establishment rates are low. Agsncies
sometimes point to mothers and say they are not cooperating. Mothers point 10 agencies and ¢laim
they often want to get paternity established but the systen: thwarts their efforts,

We have enough information to know that cooperation is ot the biggest reason that paternity
establishment rates are so low. Some States are able to do very well in establishing paternity, while '
other States with similar caseloads are doing very poorly. Several paternity establishment projects
have showed a remarkably high percentage of cases where the name and other identifying information
i5 provided by the mothers. But, while cooperation may not be the biggest problem, we do know that
cooporation is a problem in some cases,

One of the reasons that cooperation can be a problem is that "cooperation” can be hard to define, If

the mother says that she doesa’t know who the father is or "I think the father is John Doe. I think he
moved to Chicago®, it is difficult to assess whether or not she is telling the truth,
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The responsibility for paternity establishment should be made clearer for both the parents and the
agencies. In order to do so, we intend to hold mothers to a stricter standard of cooperation which
requires that the mother provide a name and other verifiable information that could be used to locate
the father, The process for determining cooperation will also be changed. “Cooperation™ will be
determinad by the child support worker, rather than the welfare caseworker, through an expadited
process that makes a determination of oooperation before an applicant is allowed o receive welfare
benefits.

In turn, we also expect more of State ¢hild support enforcement offices. If the mothers provide
verifiable information about the father, it i3 reasonabie 10 require State agencies to establish pateruity
within strict timoslines, I the State does not, it will face a loss of federal mfmey for funding benefits
paid.

Finally, if we are gomg to axpect States to establish paternity in more cases, they need to have the
necessary tools — in the form of streamlined legal processes - that are used by the most successful
States. Scientific testing for paternity has now bocome extremely accucate, yet the legal process in
many States fadls 10 take full advantage of this scientific advancement. We beligve agencies ought 1o
be able to order paternity tests and process routine cases without having to resort o the courts at each
step in the process,

Ensure Fair Award Levels

' _ delines { ssion. A National Guidelings Commission will be established to study and
repen 26 Ceﬁgms ont ﬁié a&iequacy of award levels, the variability of award levels, and the desirabil-
ity of national guidelines.

ng of Awards. Universal, periodic updating of awards will be required 5o that all awards
cioseiy reﬂect the cnrrem ability of the noncustodial parent to pay support. States need to establish
simplified administrative, as opposed to legal, procedures to update the awards.

. Rules governing the distribution child support payments will be changed

so that ﬂmy streugthen o
families and assist families making the trangition feom welfare
10 work,

Rationale

Much of the gap between what is currently paid in child support in this country and what could
potentially be collected can be traced to awards that wers ¢ither set very low initially or are never
adjusted as incomes change. All States are required to have guidelines for setting award fevels, but
they vary considerably. There is also disagreemuent abont the adequacy of the existing guideline
award levels. This is an orea that clearly neads more study, Under the proposal, & National
Guidelines Comunission will be established to make recommendations to the Administration and
Congress.

The main problem with the adequacy of awards, however, is not the level at which they are initially

set but rather the failure to update awards as the circumstances of the parties change. The
noncustodial parent’s income typically increases afier the award is s, while inflation reduces the
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value of awards. Updating would typically increase awards over time. There are also advantages te
updating for the noncustodial parent who loses his job or experiences a legitimate drop in earnings,
Their awards should also be adjusted 50 that they do not face an accumulation of arrearages that they
cannot pay, This would lead to fewer enforcement problems because fewer people will be in arrears
and it will increase the fairness and integrity of the system.

The Family Support Act of 1988 required that all AFDC child support orders be updated every three
years and other TV-D cases at the request of the parties. This was a start, but it did not fully deal
with the problem. First, many States find that updating awards is a strain because they are relying on
& time consuming court-based system to deal with each case. The simple administrative process for
adjusting awards included in the proposal would rectify this problem. Another problem with the law
a8 i now exists is that modification of awards is not automatic, and thus some women fear
intimidation, abuse, or unknown consequences of just "rocking-the-boat.” Under the Administr-
ation’s proposal, the burden for asking for an increase, if it is warranted, wili be lifted from the
mother and it would be done automatically,

Finally, present distribution rules often make it difficult to leave welfare because arrears payments
first go to cover State costs before being available to the family. Changing the distribution and
payment rules so that pre~ and post-AFDC arrears will go {0 the family first if the family bas left
AFDC will agsist people in making a successful transition from welfare to work. The other propossd
change in this area will engourage family unification by allowing families who unite or reunite in
marriage to have any child support arrearages owed to the State forgiven under certain circumstances.

Collect Awards that are Owed

Central Registries. A centeal registry and centralized collection and disbursement capability will be
required in all States, States will be able to moniter support payments and take appropriate
enforcement actions immediately when support payments are missed. Certain routine enforcement
remedies will be imposed administratively at the State level, thus taking advantage of computers and
automation to handle these measures using mass case~processing techniques. A higher Federal match
rate will be provided to implement new technologies. Enhanced funding will also be used to
encourage States 1o run fully centralized State programs,

Interstate Enforcement. A Federal Child Support Enforcement Clearinghouse will be established to
track parents across State Hnes and to improve collections in interstate cases, The Clearinghouse will
include 2 National Directory of New Hires so that wage withholding could be instituted in appropriate
cases from the first paycheck. The adoption of the Uniform Interstate Family Support Act (UIFSA)

and other measures will be required (0 make procedurses in interstate cases more moutine, In addition, -
the IRS role in full collections and tax refund offsets will be strengthened, and access to IRS income
and asset information will be expanded.

gh Enforceme xols. States will be provided with the enforcement tools they nead to crack
dewn on those x;ezwusmdzai parents who otherwise find ways to avoid payment of their suppont
obligations, States will have the authorlty © revoke drivers and professional licenses for those who
refuse to pay the support they owe. States will be able 1o make frequent and routing matches against
appropriate data bases to find location, asset, and income information on those who try to hide in
order o escape payment. The Faderal funding and incentive structure will be changed in order to
provide the necessary resources for States (o run good programs, and performance-basad incentives
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will be utilized 1o reward States for good performance. Incentive payments must be reinvested back
into the child support program.

Centead Registries. Enforcement of support is handled by State and Tocal IV-D agencies, with
tremendous State variation in terms of structure and organization, Cases are too often handied on a
complaint-driven basis with the IV-D agency only taking enforcement action when the custodial parent
pressures the agency to do so. Many enforcement steps require court intervention, even when the
case is a routine oae. Aad even routine enforcement measures often require individual case
processing rather than relying upon automation and mass case-processing.

When payments of support by noncustodial parents or their employers are made now, they goto a
wide variety of agencies, institutions and individuals. As wage withholding becomes a requirement
for a larger and larger segment of the noncustodial parent population, the need has grown for one
central State location o collect and distribute payments in a timely manser.  Also, the ability o
maintain accurate records that can be centrally accessed is ceitical, Computers, automation and
information techuology, such as those used by buginess, are rarely used (0 the extent necessary,

States must move toward a child support system for the 213t cenfucy, With 13 million cases and a
growing casslaad, this will not occur by simply adding more caseworkers. Routine cases have to be
handled i volume. The proposed central registry, centralized collection and disbursement system,
increased use of administrative remedies, and overall increase in automation and mass case processing
are all necessary for the operation of a high performing and effective child support enforcement
system,

The State-bazed central registries of support orders and centralized collection and disbursement will
gnable States to make use of economies of scale and use modern technology, such as that usad by
business - high speed check processing equipment, antomated mail and postal procedures and
automated billing and statement processing. Centralized ¢oilection will vastly simplify withholding
for employers since they would only have to send payments to one soucce.  As wage withholding
becomes the norm for more and more cases, that concern is becoming more important and we want 10
case the burden on businesses,

States will be able 10 impose enforcement remedies in routine cases through the use of sdministrative
remedies handled on 2 mass case basis without having © go to court 16 take simple enforcement
measures. For instance, States will be able to impose and redirect wage withholding orders, garaish
bank aceounts, and intereept State benefits — such as uoemployment cotpensation, workers
compensation, and loftery winnings - quickly and easily.

States will monitor payments so that the enforcement agency knows the minute that the support is not
paid. State agencies will then take enforcement action immediately and automatically 50 that the
custodial parent, usually the mother, does not bear the burden of enforcing the obligation, She will
not have to be “the enforcer,” 3% in the present system where she often has to push the child support
office to get any action on ber case at all.

All cases will receive squal services regardless of welfare status. Currently, welfare and non-welfare
cases are often handled differently with often little help for poor and middle class women outside the
welfare system. The incentives built into the system also mean that non-welfare cases often receive
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secomd-hand services. The Administration’s proposal will help 1o move peopls from welfare o work
and to make work pay outside the walfare system by insuring that the non-welfare population is
served equally well, States will also be encouraged through financial incentives to centralize their
aperations and rely less pn county based systems which ofien add to the problem of fragmentation and
inefficiencies,

{3 snent. The fragmented system of State support enforcement has caused tremendous
pmhim in e:ollectmg support across State lineg. Given the fact that 30 percent of the current
caseload involves interstate cases, and the fact tiat we live in an increasingly mobile society, the need
for a stronger federal role in interstate location and enforcement has grown,

The Administration’s proposal takes two major steps toward improving interstate enforcement, The
National Child Support Eaforcement Clearinghouse, consisting of three registries — a National Locats
Registry, a National Child Support Registry {containing only ¢nough minimal information o match
cases), and the National Directory of New Hires — would act as a hub for the exchange and matching
of information,

The Directory of New Hires would be modeled after State new hire reporting systems except it could
aigy muatch cases against the national registry 1o catch people who move from State to State and avoid
payment. It wiil improve eaforcement tremendously because delinquent obligors who are emploved
anywhere in the country can then be forced to pay through wage withholding from the first paycheck.
The IRS role will also be expanded through expanding and improving the IRS full collections and tax
refund offsets programs, and providing easier access to IRS income and asset information.

Second, the Administration’s proposal adopts many of the recommendations of the U.S, Commission
on Interstate Child Support to improve the handling of interstate cases, such as the mandatory
adoption of the Uniform Interstate Family Support Act (UIFSA) and other measures to make the
handling of interstate cases more uniform,

Tough Enforcement Tools. The proposal makes the enforcement of support much ougher 50 that we
eollect on awards that are owed. The perception on the street i3 that the system can be beat ~ that i
you really don’t want to pay supperi, you can aveid i, This perception has to change; child support
has 10 be seen as inescanshle ag death or taxes. States are often not ¢quipped with the necessary
enforcement 10018 — tools that have proven successful in other States - jo insure that people do not
escape their iegal and moral obiigation to support their children,

Under the proposal, States will be given the enforcement tools they need, especiaily 1o reach the self
employed and other individuals who bave often been able to beat the system in the past. For
instance, State agencies will have easier access to other data bases they can be used (o locate those
who refuse to meet their obligations, Driver’s and professional license revocations will also be used -
as 3 last resort for those who otherwise refuss to pay.

These enforcement tools can only be used effectively if States bave the necessary funding and
incentives to run good programs, There i3 almost universal agreement that the current funding and
incentive structurs fails to achizve the right objectives, The Administration’s funding proposal will
institute a new funding and incentive structure that uses performance based incentives to reward States
that run good programs.
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Child Support Enforcement and Assurance Demonstrations

Child Support Assurance demonstrations would test providing a minimum insured child support
payment to the custodial parent gven when the noncustodial parent was unable to pay. With such a
program, a combination of work and child support could support a family out of welfare and provide
some real financial security. Unlike traditional weifare, Child Suppont Assurance would encourage
work because it allows single parents ® combine earnings with the child support payment without
penalty. Child Support Assurance could also provide an incentive to a mother to establish an award
and focus sttention on the noncustodial parent ag 4 source of support, The propasal provides for six
demonstration projects of Child Support Enforcement and Assurance (CSEA).

Rationale

Chitd support enforgement and assurance would significantly ease the difficult task of moving peaple
from welfare to work. If single parents can count on some child support, usually from the
noncustodial parent, but from the assured ¢hiid support payment if the noncustodial parent falls to
pay, then they can build a reliable combination of their own earnings plus child support. This
approach would offer single parents real economic security. ‘

CSEA is not unlike unemployment insurance for intact families. When an absent parent becomes
unempioyad or cannot pay child support, the child stili has some protection. And since CSEA is not
income-tested, there are no reporting requiremsnts, no welfare offices, no benefit offsets and no
welfare stigma, CSEA benefits could be subtracted doRar for doilar from welfare payments, Thus, a
woman on welfare is no better off with CSEA. But if she goes 1o work, she can count on ber child
support payments; thus, the rewards from working rise considerably, Essentially, all of the net new
vosts of 2 CSEA protection program would go for supporting custodial parents who are off welfare
and working.

I CSEA protection is provided only to people who have a child suppodt award in place, women will
have much more incentive to cooperaie in the identification and location of the noncustodial father,
since they can count on recelving benefits,

The program would focus-more.attention on the importance of noncustodial parents providing
econumic support to their children, States might also experiment with tying the assured payment to
wotk o to participation in a training program by the noncustodial parent, and with other incentives to
encourage noncustodial parents to pay child support,

Enhanced Responsibility and Opportunity for Noncustodial Parents

: __ s$tod argnts. A portion of JOBS and WORK program
ft.mézz;g wauld be mm&d for trammg, mrk readmass, educational remediation and mandatory work
programs for noncustodial parents of AFDC recipisnt children who cannot pay child support due to
unemployment, underemployment or other employability problems, In addition, States may have an
gption for mandatory work programs for noncustodial parents. States wounld have considerable
flexibility to design their own programs,
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an BECESS 3 ; erams. We propose grants to States for programs which reinforce
zhc deszrab:ixty for s:hildn:n {0 have contlnued access to and visitation by both pareats. These
programs include mediation (both voluntary and mandatery), counseling, sducation, 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,

We also propose demonstration grants o States and/or community-based organizations o develop and
implement noncustodial-parent {fathers} components in conjunction with existing programs for high~
risk families {e.g. Head Stant, Healthy Start, family preservation, teen pregnancy and prevention),
These would promote responsible parenting, including the importance of paternity establishment and
economic security for children and the development of parenting skills.

Rationale

Ultimately, the system’s expectations of mothers and fathers should be parallel. Whatever is expected
of the mother should be expected of the father, and whatever education and training opportunities are
provided 1o custodial parents, similar opportunities should be available to noncustodial parents who
pay their child support and remain involved in the lives of their children, If they can improve their
garnings capacity and maintain relationships with their children, they could be a source of both
financial and emational support,
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MAKING WORK PAY/CHILD CARE
. THE IMPORTANCE OF THE EITC, HEALTH CARE REFORM, AND CHILD CARE

A crucial component of welfare reform that promotes work and independence is making work pay,
Even full-time work can leave & family poor, and the situation has worsened as real wages have
dectined significantly over the past two decades. In 1974, some 12 percent of full-time, full-year
workers carned 100 little to keep a family of four out of poverty. By 1990, the figure was 18
percent. Simultaneously, the welfare system sets up a devastating array of batriers for people who
receive assistance but want to work, It penalizes those who work by taking away benefits dollar for
dollar; it impoges arducus reporting requirements for those with earnings but still on welfare, and; it
prevents saving for the foture with a meager limit on assets.  Moreover, working poor families often
lack adequate medical protection and face sizeable child care costs. Too often, parents may choose
welfare instead of work to ensure that their children have health ingurance and receive child care, H
our goals are o encourage work and independence, to help families who are playing by the rules and
to reduce both poverty and welfare use, then work must pay more than welfare.

Although they are not discussed in this paper, working family tax credits and health reform are
clearly two of the three major components of making work pay. Last summer's $21 billion expansion
of the Earned Income Tax Credit (EITC) was a major step toward making it possible for low-wage
workers t0 support themselves and their families above poverty. When fully implemented, it will
have the effect of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with two or
more children. Pull utilization and periodic distribution will maximize the effect of this pay raise for
the working poor, ,

. The next critical step toward making work pay 8 ensuring that all Americans have health Insurance

coverage. Many recipients are trapped on weifire by thelr inability to find or kesp jobs with health
benefits that provide the security they need. And 100 ofton, poor, non-working families on welfare
have better health coverage than poor, working families, The President’s health care reform plan will
provide univergal access to heaith care, ensuring that no one will have to fear losing health coverage
and choose weifare instead of work to ensure that their children have health insurance. Both the
EITC expansion and health care reform will help support workers as they leave welfare to maintain
their independence and self-zufficiency. ’

The key missing component for making work pay is affordable, accessible child care. In order for
tamilies, especially single-parent families, to be able to work or prepare themselves for work, they
need dependable care for their children.

The Federal Government currently subsidizes child care for low-income families primarily through
the title IV-A openrended entitlement programs JOBS Child Care and Transitional Child Care}, a
capped entitlement program (At-Risk Child Care), and a discretionary program {the Child Care and
Development Block Grant). The dependent care tax credit is seldom available for Jow-ingome
families because it is not refundable; even if it were, it would be of litdle help 1o low-income families
because it i3 paid at the end of the year and is based on money alveady spent on child care.
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The curreat child care programs are not sufficiently funded o support 2 major welfare reform
initiative or {o provide significant support for working-poor families. The separate programs are also
governed by inconsistent legisiation and regulations, making it difficuit for States amd parents {o
create a coherent system of care. Finally, there are problems with quality and supply of care,
especially for infants and toddiers.

PROPOSAL

This welfare reform proposal will increase child care funding

50 that both those on cash assistance and working families not eligible for cash assistance are provided
adequate child care support. In addition, the proposal focuses on creating a simplified child care
system and on ensuring that children are cared for in safe and healthy environments, The proposal
inciudes the following:

Maintaiping 1V-A Child Care. We propose to continee the current IV-A entitlersent programs for
cash assistance recipients, These programs (both JOBS Child Care and Transitional Child Care)
would automatically expand 0 accomwmodate the increased demand crasted by required participation
in education, training and work,

. We also proposs significant new funding

for low-mcome, workmg fmmhes 'T'he At»Rlsk Chlid Care Program, currenily a capped entitlement
available to serve the working poor, i3 capped at a very low level and States have difficulty using it

because of the required State match, We propose to expand this program and to rexuce the barriers

which impede States' use of it.

' t.Block Grant. We would maintain and gradually
increase ﬁmdmg for the Biock G’rant 'I'hese funds support both services and quality improvements.
However, no families receiving cash assistance would be eligible for services under this program.

Addressing Quality and Supply. We would provide some funding in the At-Risk program to address
quality improvements and supply issues. Quality improvements would include a range of activities
such as resource and referral programs, grants or loans to assist in meeting State and local standards,
and manitoring for compliance with licensing and wgu%amry regquirements. Supply issues would
include a special focus on the developwent and expansion of infant and toddler care in low-income
communitics.

i 5 Across AlLChild Care Programs. We would require States to use Federal
pmgrams to ensure seam%&ss txm:rage ﬁ}:‘ ;}mens who leave welfare for work, Health and safety
requirements would be made consistent across these programs and would conform 1o standards in the
Block Grant program. States would be requird (0 establish sliding fee scales consistently across
programs, as well a5 unified reporting for all programs. Efforts will be made to facilitate linkages
between Head Start and child care funding streams @ enbance quality and eomprehensive services.

i - dv Rates. In genoral, States pay subsidies for child care equal to actual cost, up to
some maximum, ”i’iz;s maximum should be set in 2 way that reflects reasonable costs of care and
shonld also be the same across child care programs, Additionally, pavment mechanisms should
reflect current market conditions and be defined in such a way that they can vary automatically over
time and possibly reflect geographical differences in prices.
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There is a particular problem with the AFDUC income disregard for child care, since it is based on an
unreasonably low maxinum monthly payment of $175 per child ($200 for infant care), andd because
the disregard is effective only after families incur child care expenses, resulting in a cagh-flow
problem for families. Simply raising the disregard inadvertently makes a sumber of families
ineligible for AFDC (while squivalent families receiving direct child care support would remain on
the rolls). Therefore, to deal with this problem, we propose requiring States eithes to supplement
payments and provide for the disregard 10 he prospective {as ar¢ all other payment avechanisms), or fo
provide at least two aptions for payment of child care costs (the disregard and one other payment
mechanism).

Ratignale

There are three categories of low-income families with child care needs that nwst considered to
ensure that the two goals~-helping low-income parents enter and stay in the workforce and making
work pay--are addressed;

. Families in JOBS, working part-time, or in WORK;

. Families in a wansition period, haviag just worked their way off assistance or the
WORK progeam; and

. Families working without having ever been on welfare or working beyond a trangition
peried.

All three eategories have legitimate claims on child care sabsidies. Families who are required 10
participate in JOBS are currently guarantesd child care, and rightly so. People who are working but
still on welfare have their ¢hild care subsidized through disregards in their AFDC and food stamp
benefits, and sometimes theough subsidies.

We propose to continue current guarantees of child care subsidies for these categories of recipients.
People in the WORK program are like welfare recipients in that they are working as a condition of
receiving continued support, they are working at the minimum wage, and they are not receiving the
EITC. The proposal would guarantee their child care, just as it is guaranteed for JODS aad AFDC
participants. Under current law, people who move off welfare and are working are guaranteed
subsidized child care for a year in order to ease the transition from welfare to work, We propose to
continue that guarantee for participants in the transitional assistance program who move into private
sector work.

It is hard to argue, bowever, that low-Income working families who have never been, or are no
longer, on welfare are less peeding or deserving of child care subsidies than people who are on
welfare, It seems quite inequitable to provide child cars subsidies to one family and to deny them to
another whose circumstances are identical except for the fact that the first family is or has recently
been on welfare, As 2 result, this proposal provides a significant increase in support for all three
types of low-income families with child care nceds.

The goal of our child care proposal Is to attain a careful balance between the need (o provide child

care support to as many low-income families as possible and the poed to ensurs the safety and healthy
development of chitdren. Therefore, in addition to direct funding for child care slots, we have
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included some funding to address quality and supply issues. Clearly decisions about child care quality
in the context of weifare reform have direct effects on the cost and potential supply of care available .
as well as on the well-being of children and families. Paying higher rates to increase quality can limit
the ability to increase the number of child care slots, but rates that are 100 low can also lmit supply
and parental choiee, and endanger children. We are also concerned that there are specific child care
supply problems in some geographic areas and for some children--especially infaots and toddlers.

We propose 8 number of lower-cost strategies to address quality and supply. These include:
improvements in the linkages between programs, including the various child care programs and Head
Start; minimal but consistent health and safety standards (such as requirements related to immuniza-
tions, toxic substances, and weapons); some direct funding toward the quality and supply improve-
ments; and some action to define a slightly higher floor of payment. There is agreement that child
care programs and funding streams should be designed in ways that are easy to administer and appear
"scamijess” to parents. This can be achieved largely through coordination of rules, procedures and
automated system. Because of fiscal and political difficulties, full consolidation is very difficult to
achieve. Nevertheless, coordination to the greatest extent possible is an important principle guiding
the child care proposal and is reflected in our proposal to coordinate rules across all Federal child
care programs.
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most critical and difficult goal of welfare ceform is to reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opportunity, and
responsibility, The Family Support Act of 1988 made major changes to the welfare system, including
recognizing the pead for investment in education, training and employment services for welfare
recipients through creation of the JOBS program. Most importantly, it introduced the expectation that
welfare recipiency is a transitional period of preparation for self-sufficiency. Most able-bodied
recipients wers mandated to participats in the JOBS program as a mieans towards seif-sufficiency,

Howaever, the welfare system has changed only modestly since the Family Support Act was enacted.
Only a small portion of the AFDC caseload is required to participate in the JOBS program while a
large majority of AFDU recipients are not required to participate and do not volunteer. This sends a
mixed message to both cecipionts and caseworkers regarding the true terms and validity of the social
wompact that the Family Support Act represented.  As a result, most long-term recipients are noton a
track to obtain employment that will enable them 1o leave AFDC.

This proposal calls for replacing the AFDC program with a transitions] assistance program, o be
followsd by work, The new program includes four key elements: full participation, education and
training, time Hmits, and work,

PROPOSAL

* Full Participation, Everyone who wighes to receive cash support would be expected to do
something 1o help themselves and their community, Recipients would sign 2 personal
responsibility contract indicating exactly what was expected of them and the government.
Most would go immediately into the JOBS program. A limited number of persons who are
mwt yet in & position 1 work or frain (because of disability or the need to care for an infant or
disabled child) would be assigned to a JOBS-Prep program until they are ready for the time-
Himited JOBS program. Everyone has something to contribute. Everyone has a responsibility
o move toward work and independence,

» Training, Education, and Placement (the JOBS program), The core of the transitional
support program would be an expanded and impreoved JOBS program, which was established
by the Family Support Act of 1988 and provides training, education, and job placement
services 0 AFDC recipients. The JOBS program would be revamped. Every aspect of the
new program would emphasize paid work, Recipients and agency workers will, as under
current Iaw, design an employability plan.  One option would be to require alf persons
applying for assistance to engage in supervised job search from the date of application. For
those who need it, the JOBS program will help recipients gain access to the educstion and
training services they need to find an appropriate job, Recipients who willfully fail to comply
with their JOBS program employability plan will be sanctioned. The new effort will seek
close coordination with the JTPA program and other mainstrean training programs and
educational resources, Central to this welfare reform effort is recognition of the need to
support workers who have recently lelt welfare 1o help them keep their jobs.
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. Time Limits. Persons able to work would generally be fimited 1o two years of cash
assistance, While two years would be the maximum period for the recsipt of cash aid by
. people able to work, the goal would be to place people in private sector jobs long before the
end of the two-year period. In a very limited number of cases, extensions of the time limit
would be granted for completion of an edacational or training program or in unusual
gircomstances. The time Hmit would be a lifetime Himit, but persons who leave welfare could
potentially earn back time on assistages for time spent off welfare.

. Werk (the WORK program). The new effort would be designed to help as many psople as
possible find employment befare ceaching the two-year time limit. Those persons who are not
abie to find employment within two years would be required to take a fob in the WORK pro-
gram. WORK program jobs would include subsidized peivate sector jobs, as well as positions
with local not-for-profit organizations and public sector positions. The positions are intended
to be short-term, last-resort jobs, designed neither to displace existing workers, nor to gerve
as substitutes for unsubsidized private sector employment. The primary emphasis of the
WORK program will be on securing private sector employment,

Each of these elements is discussed below. A chart depiciing the flow of typical recipients under the
phased-in proposal follows on the next page,

@ ”



Pmpésed Client Flow for Phased-in AFDC Population
(Over Age 18 with no Earnings)

-

. Client applies for AFDC

- receives orientation services
- signg Personal Responsibility Agreement

Eligibility determination

Client is assigned to
JOBS-Prep

{Does applicant meet JOBS-Prep criteria?

Up front job search
for most clients

Additional JOBS-Prep

« needs assessment conduched
, Assignments

- employability plan developed

Client assigned to JOBS
- child eare provided if
needed

. - client receives services

Agpproaching Time Limit
- does cliand receive exiension?

Job search

Time Limit Expires
- ¢lient assigned to WORK
- ¢hild care provided
if needed
- assigned to WORK slot

A

WORK slot expines

- pe-assessment of client

- job search

- new WORK slot assigned
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FULL PARTICIPATION

The geal of these proposals is to make the welfare system a much different world. The intake
process will be changed 1o clearly communicate to recipients a culture with an expectation of
achieving self-sufficiency through work. More importanily, the agency will also face a different set
of expectations. In addition 1o determining eligibility, its role will be to help recipients obtain the
services they need to achieve selfsufficiency. The underlying philosophy is one of mutual
responsibility, The welfare agency will provide services (o help recipients achieve self-sufficiency
and will provide transitional cash assistance; in retarn, recipients will participate in JOBS activities
and will make their best sffort to take responsibility for their Jives and the economic well-being of
their children.

ersonal sibi reement.  Each applicant for assistance will be required to enter into a
wrz&en agrecmczzt in which ihe applicant agrees to cooperate in good faith with the State in
developing and following an employability plan leading to self-sufficiency, and the State agrees to
provide the services called for in the erployability plan. While this agreement is a statement of
mutual obligations, it is pot a legally binding contract,

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

JOBS-Prep. Those recipients who are for good reason unable to participate in JOBS activitiss
effectively will be assigned 1o the JOBS-Prep category. For example, if an individual became
seriously ill after entering the JOBS program, he or she would then be placed in JOBS-Prep status.
Adult recipients can be assigned to the JOBS-Prep phase either prior to or after entry into the JOBS
program. Under current law, exemptions from the JOBS program are specified in statute. However,
once recipients are determined to be exempt from JOBS participation, no further steps are taken to
encourage the recipient to take steps towards scif-sufficiency,

Under this proposal, alf recipients will be required o 1ake steps, even if they are small ones, toward
self-sufficiency. Just as in the JOBS program, participants in JOBS-Prep, when possible, will be
required to complete employability plans and underuake some activities intended 1o prepare them for
employment and/or the JOBS program. The employability plan for a recipient in JOBS-Prep status
would detail the steps, such as obiaining medical care, neaded 0 enable him or her to enter the JOBS
program. Only reciplents not likely to ever pasticipate in the JOBS program {e.g., those of advanced
age) would not be expected 1o engage in JUBS-Prep activities.

Phase-i icipants. The phase-in of the new JOBS rules will begin with recipients and
pizcams bom in 29?5 or later. This population will enter & vastly changed welfare system. As the’
other recipients age-out, the program will be gradually phased-in,

CrPa%e ipation. With ingreased Federal resoucces available, it is reasonahle to require
izzcreased amc:panon in the JOBS program. Current law requices that States encoll 20 percent of the
pon-exempt AFDC caseioad in the JOBS program during fiscal year 1995, The FY 1995 partici-
pation standard (20 percent) would be extsnded with respect to persons not phased-in. Theough the
phase-in strategy described above, higher participation standards would continue to be phased-in, and
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the program would move toward a full-participation model. As discussed below, participation would
be defined more broadly.

Expanded Definition of Participation.  As soon as the employability plan is developad, the recipient

will be expected to enroll in the JOBS program and to engage in the activities called for in the
employability plan. The definition of satisfactory participation in the JOBS program would be
broadened to include substance abuse treatment and possibly other activities such as parenting/life
skills classes or domestic violence counseling if they are determined to be important preconditions foe
pursuing employment successfully. An individoal enrolled full-time in an educational activity who
was making suitable progress would be considered to be participating satisfactorily in JOBS, ‘even if
sach a person were schedyled for fewer than 20 hours per week of the educational activity.

Rafionale

One of the fundamental goals of welfare reform is 1o change the welfare system Into a program which
promotes self-sufficiency. The mutual obligations of the State and the participant must be spelied out
and enforced from the onsel; implementing provisions which demanstrate this new culture at the point
of intake will send important signals. The personal responsibility agreement will serve t0 outline
these obligations while the orientation services will ensure that recipients understand what is at stake
in order to maximize the opportunities available w them through the JOBS program.

TRAINING, EDUCATION, AND PLACEMENT ~ THE JOBS PROGRAM

The JOBS program originated with the Family Support Acl. It represents 3 new vision for welfare,
but it remains mestly an afstthought 0 a system focused mostly on eligibility determination and
check writing. We propose to make the JOBS program the centerpiece of the public assisiance
system. Doing so will require 2 series of key improvements,

There have been many impediments 10 the success of the JOBS program, such a3 the unanticipated
economic downturn, the surge in AFDC caseloads, and State budget shortfalls that hamperad States’
ability to draw down JOBS and other Federal matching funds, In addition, expettations regarding the
spead and effectiveness of implementing such changes in the welfare system were unrealistic. For
example, States are currently required to share the cost of the JOBS program with the Federal
Government. Many States have, however, been suffering under fiscal constrainty which were not
anticipated at the time the Family Support Act was enacted, This shortage of State dollars has been 3
major obstacle to delivery of services through the JOBS program.

Many States were unable to draw down their entire allocation for JOBS because they could not
provide the required Siate match. In 1992, States drew down only 6@ percent of the $1 billion in
available Federal funds; only 12 States were able to draw down their tull allocation. Fiscal problems’
have iimited the number of individuals served under JOBS and, in many cases, limited the services
States offer their JOBS participants. Overall, the JOBS experience indicates that a strong effort is
needed to change the inertia of the existing system and fundamentally change the culture and mission
of welfare programs, i

in order to fully transform the welfare system into & system which helps families attain self.

sufficiency, the entire colture of the welfare system must be changed. This must start by making the
welfare system one which focuses on helping participants achieve self-sufficiency through the
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provision of education, training and employment services rather than a system of determining
eligibility and writing checks, To accomplish this, a major restructuring effort is needed which
implements real changes for all participants. Strong Federal leadership in steering the welfare system
in this new direction will be critical. To this end, we propose:

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

(2) Much greater integration with mainstream education and training programs,
(3) Emphasis on worker support once a person is placed in a job.
A Clear Focus on Work

Under the provisions of the new transitional assistance program, JOBS participation will be greatly
expanded and increased participation rates will be phased in until States are operating a full-
participation model. We recognize that welfare recipients are a very diverse population, Participants
in the JOBS program do and will continue to have very different levels of work experience, education
and skills, Accordingly, their needs will be met through a variety of activities: job search, classroom
learning, on-the-job training and work experience. States and localities would, therefore, have great
flexibility in designing the exact mix of JOBS program services. Employability plans will be adjusted
in response to changes in a family’s situation, Finally, the Federal government will make the needed
resources available to the States to accomplish the objectives.

Up-Front Job Search. At State option, some new applicants may be required to engage in supervised
job search from the date of application for benefits,

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

Teen Parents. In order to meet the special needs of teen parents, any JOBS participants under age 19
(or under age 20 if enrolled in a secondary school program) will be provided case management
services. (For further provisions regarding teen parents, see section on Promoting Parental
Responsibility).

Annual Assessment. In addition to the expectation that client progress would be monitored on a
regular basis, States would be required to conduct an annual assessment of all adult recipients and
minor parents, including both those in the JOBS-Prep phase and those in JOBS, to evaluate progress
toward achieving the goals in the employability plan. This assessment could be integrated with the
annual eligibility redetermination. Persons in JOBS-Prep status found to be ready for participation in
employment and training would be assigned to the JOBS program following the assessment.
Conversely, persons in the JOBS program discovered to be facing very serious obstacles to participa-
tion would be placed in the JOBS-Prep phase.
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The assessment would entail an evaluation of the extent o which: (1) the State was providing the
services called for in the employability plan and {2) clients were participating as required. In
instances in which the State was found not to be delivering the specified education, training and/or
supportive scrvices, the agency would be requirsd to document that fallure and establish 2 plan 1o
ensure that the services would be delivered from that point forward,

Sanctions. Sanctions for failure o follow the employability plan would be the same as under current
law. However, States will be encouraged o first use concifiatory methods to encourage active
participation among recipients and resolve participation problems.

Increased Funding. This plan envisions & dramatic expansion in the overall level of participation in
IOBS, which would clearly require additional funding, States currently receive Federal matching
funds for JOBS up to an amoont allocated 1o them under a national capped entitiement. Enhanced
Federal funding will be provided to accommodate this dramatic expansion of the JOBS program.

Enhanced Federal Match. To address the scarcity of State JOBS dollars, the Pederal match rate
would be increased. The match rate could be further increased for a particular State if its
unemployment rate exceeded a specified level. Additionally, the fonding formulas will be simplified
amd organized around program outcomes to encourage ongoing program improvement,

Federal Eeadership., The Federal role in the JOBS program will be to provide training and technical
assistance to help States make the program changes called for in this plan. Through technical
assistance, the Federal Government would encourage evaluations of State JOBS programs, help
promote state-of-the-art practices, and assist States in redesigning their intake processes to emphasize
employment rather than eligibility, These activities will be funded by setting aside one percent of
Federal JOBS funds specifically for this purpose,

Rationale

The joint development of employability plans that adequately reflect the nesds of recipients will help
ensure that recipients have 2 stake in their success in the JOBS program.

. . Additionally, the provision that some applicants will be required to participate in up-front job search

activities will accamplish several things. This will reinforce the emphasis on employment for people
entecing the program. The job search gctivities may lead 0 immediate employment for some
recipients. For those who subsequently enter the JOBS program, they will have a realistic grasp of
the job market; this will aid in the assessment and in the development of the employability plan, and
may also help participants focus their energles.

In order to change the culture of welfare, It Is necessary to stress the importance of full participation
in the JOBS program. Elimination of exemptions sends a strong message that full participation in
JOBS should be the normal flow of events, and not the sxception; something is required of ali
recipients and no one will be left behind, The JOBS-Prep policy gives States the ability to consider
differences in the ability to work and participate in education and training activities. Finally,
provisions which require an assessment will help reinforces the message that the obligation is mutual;
State will be required o serve the needs of recipients as well,
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Finally, in order for the system to work, participants must see that the requirements are real. There
must be a direct connection between a participants behavior and the rewards and sanctions as a
consequence. While current sanction law remains intact, States are encouraged to pursue other non-
adversarial means to encourage participation. States argue that the availability of a tougher sanction
process will enable case workers to reinforce the connection between non-participation and financial
sanctions. This approach, however, is unworkabie due in part to constitutional provisions and a
desire to protect client interests. Thus, a non-adversarial administrative approach to conflicts between
the agency and client should be developed which focuses on immediate dispute resolution.

Integrating JOBS and Mainstream Education and Training Initiatives

The role of the JOBS program is not to create a separate education and training system for welfare
recipients, but rather to ensure that they have access to and information about the broad array of
existing training and education programs, Under the Family Support Act, the Governor of each State
is required to ensure that program activities under JOBS are coordinated with JTPA and other
relevant employment, training, and educational programs available in the State. Appropriate
components of the State’s plan which relate to job training and work preparation must be consistent
with the Governor’s coordination plan. The State plan must be reviewed by a coordinating council.
While these measures have served to move the welfare system in the direction of program
coordination and integration, further steps can and should be taken. Federal and State efforts for
promoting integration and coordination, and general program improvement, will be an ongoing
process in the new system.

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

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

Food Stamp Employment and Training. The Food Stamp Employment and Training Program will be

modified to coordinate administrative and funding provisions with the JOBS program. This will allow
for better program administration and will better serve E&T participants, most of whom do not '
receive AFDC and generally do not participate in JOBS.

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

. Natignal Service. HHS will work with the Corporation for National and Community
Service to ensure that JOBS participants are able to take full advantage of national
service as a road to independence,
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School-to-Work. HHS will work to make participation requirements for School-to-
Work and for the JOBS program compatible, in order to give JOBS participants the
opportunity to access this new initiative,

{ pping. The Department of Labor will consider making some JOBS
ofﬁws sztas far ﬁw one-stop shopping demonstration.

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

Waiver Board. This proposal will create 3 training and education waiver board, consisting of the
Secretaries of Labor, HHS, Education and other interested Departments, to act as 8 mechanism for
ongoing program improvement and coordination. The board may work to:

*

Rationale

articulate 3 national workforce preparation and national self-sufficiency agenda, and
develop an overall human investment strategy and plan;

consider and establish criteria upon which (0 evaluate and approve waivers from
States to facilitate improved service delivery among the pringipal Federal job training
programs;

gxplore and promote common definitions, administrative requitements, outcome
measures, reporting systems, and cligibility determination aaong programs;

set principies in evaluations of workforce programs and strategies;

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

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

promote collaboration with the private sector;

recognize and promote technology which facititates the goals of program improve-
ment;

pravide a focal point for interaction with States and other entities to facilitate
discussions and action on program issues; and

facilitate technical assistance for improving State and local programs,

in order to make the welfare system 3 program which promotes seif-sufficiency rather than
dependency, the program focus must be shifted from eligibility determination and income support to
employment. Also, the culture must be changed to ensure that all recipients are engaged in activities
which promote, albeit in smuall stops, selfufficiency. This cannot be accomplished if the JOBS

M
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program serves only a tiny fraction of recipients. A dramatic shift in emphasis and the gradual phase-
in of a full-participation JOBS program is necessary.

In order to achieve the goals of a full-participation model, the capacity of the States must also be
considered. Resources and efforts should be focused on the population which promises the greatest
results; the decision to choose the proposed phase-in population reflects the desire to target younger
recipients who are most at-risk for dependency. It is also important to ensure that all welfare
recipients who are able to participate in JOBS have services made available to them by the States.
The increase in Federal resources available to the States and the simplified and enhanced match rates
will enable States to undertake the necessary expansion.

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

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

While persons who remain on AFDC for long periods at a time represent only a modest percentage of
all people who ever enter the system, they represent a high proportion of those on welfare at any
given time. Although many face very serious barriers to employment, including physical disabilities,
others are able to work but are not moving in the direction of self-sufficiency. Most long-term
recipients are not on a track toward obtaining employment that will enable them to leave AFDC,

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

Two-Year Limit on Cash Benefits. We would establish a cumulative limit of 24 months of cash

assistance for an adult before being subject to the work requirement (see below for treatment of
custodial parents under 19).
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Time limits would, in general, be linked to JOBS participation. Recipients reguired to participate in
JOBS would be subject to the time limit, Months in which an individual was receiving assistance but
was assigned o JOBS-Prep status rather than participating in JOBS would not count against the 24
month time Hmit,

In a two-parent family, both parents would be subject tb the time limit. The family would continug to
he sligible for benefits as long &5 at least one of the two parents had not reached the tima Jimit for
transitional assistance.

Those unable to find employment by the end of two years of cash benefits could receive further
government support only through participation in the WORK program (describad below).

Part-Time Work. Months in which an individual worked part time would not be counted against the
time Hmit. "Part time” would be defined as at least 20 hours per week for parents of a child under
six and at least 30 hours per week for all others subject to the time limit. States would have the
option to set the part-time work standard at 20 hours per week for ail persons 1o whom the time Hmit
applied.

Persons who hiad previously reached the two-year time limit but were working part-time (as defined
sbove) would be eligible for supplemental cash benefits, provided they otherwise qualified for
assistance (i.e., countable income below the need standard, resources below the State limit and so
forth),

Mingr Parents. As mentioned elsewhere, virtually all parents under 15 would be required to partici-
pate in JOBS. The 24-month time clock, however, would not begin o run antil the parent turned 18,
in other words, months of receipt as a parent before the age of 18 would not be counted against the
two-year time limit.

Job Search. F"ersons who were within 45 days of reaching the time limit {up to 50 days ot Suate
option) would be required to engage in supervised job search for those final 453.90 days,

Extengions. States would be permitted, but not required, to grant extensions to the time limit in the
following circumstances: ’

. For completion of a GED or other education or training program, including 2 school-
to-work program or post-secondary education program, expected to lead directly to
employment. These extensions would be contingent on satisfactory progress toward
completing the program and would be limited to 12-24 months in duration.

» For those who are learning disabled, illiterate or face other serious barriers to
employment.

States would, in addition, be required to grani extensions to persons who had reached the time limit
without having had access to the services specified in the employability plan,

The total number of extensions would be Limited 0 10 percent of adult recipients. In other words, a
State could have no more than 10 percent of its adult caseload in extended status at any given time,
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i igibility for Assistance. Under the plan, the time limit would be renewable: porsons
who had Ief: we.ifarc fet‘ work w::mid earn back one month of eligibility for future cash benefits for
every four menths spent working and not receiving assistance. For example, an individual with three
months remaining on her 24-month clock Jeaves welfare for work but is 1aid off two years Tater and
reapplies for cash benefits. She has earned back six moaths of eligibility for assistance, giving her a
total of 9 months of eligibility remaining. Total months of efigibility, including months earned back,
could never exceed 24 in one spell.

Ralignale

The time limit policy as currently structured is intended to encourage recipients to move toward
employment and self-sufficiency as rapidly as possible, while at the same time giving persons time o
complete education and training programs which will enhance their skills and employability. Under
the proposal, ag discussed above, persons who are ill, disabled, caring for a disabled child or
otherwise unable to wark would be placed in JOBS-Prep status and would not be sabject to the time
limit, 'The earn-back provision is designed to reward work by providing a cushion of additional
assistance, in the event of temporary sconomic difficultics, 1o those who have left the welfare system
for work.

WORK

The facus of the transitional assistance program will be helping people move from welfare to self-
sufficiency through work, An integral part of this effort is making assistance truly transitionsl for
those able to work by placing a two-year time Hmit on cash benefits, Some welfare recipients will,
however, reach the two-year time Hmit without having found a job, despits having participated in the
JOBS program and followed their empioyability plans in good faith, ‘We are comminted 10 providing
these persons with the oppoctunity to support their families through paid work,

Each State would be required to operate 8 WORK program which would make paid work assignroents
thereafter WORK assignments or WORK positions) available to recipients who have reached the time
limit for cash assistance,

The overriding goal of the WORK program would be to help participants find lasting unsubsidized
employment.  States would have wide discretion in the operation of the WORK program in order o
achieve this end, For example, a State could provide short-term subsidized private sector jobs (with
the expectation that many of these positions would become permanent) or positions in public sector
agencies, ofr both,

Administeative Structure of the WORK Program
Eligibility. A recipient who has reached the time limit for transitional assistance would be permitted

o srroll in the WORK program, provided he or she has pot refused an offer of an unsubsidized job
without good cause {see below),
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Funding. Federal funds for the cost of operating the WORK program would be capped and
distributed 1o States by a method similar to the JOBS allccation mechanism. States would receive a
set allotment of funds for generating WORK assignments and providing other services to WORK
participants, In addition, the Federal governmem would reimburse States for wages 10 persons in
WORK assignments at a specified match rate,

Flexibility. States would have considerable flexibility in operating the WORK program, For
example, they would be permitted to:

* Subsidize not-for-profit or private sector jobs (for example, through expanded uge of
on-the-job training vouchers). For private sector positions, the employer would be
required 10 pay at least a share of the wage,

. Give emplovers other financial incentives to hire JOBS graduates.

. Provide positions in public sector agencies.

. Encourage microenterprise and other economic development aclivities.,

. Execute performance-based contracts with private firms or pot-for-profit organizations
to place JOBS graduates.

L Set up community sarvics projects employing welfare recipionts as, Hr sxampls,

hiealth aides in chinics jocated in pnderserved communities.

Capacity. Each State would be required to create a2 minimum number of WORK assignments, with
the number to be based on the level of Federal funding received.

0 ) Agsignments. 1€ the number of people neading WORK. positions exceeded the
supply, WORK asmgnments would be allocated on a firstcome, first-served basis a3 they become
available. Persons who were awaiting 2 WORK assignment, including both those who had just
reached the time limit and those who were between WORK assignments, would be eligible for cash
benefits in the interim, States might be required to absorb a greater share of the cost of cash benefits
{in the form of a higher State magch} for such persons,

iring 2 nie i e er. Both JOBS and WORK program participants
wczzié ba reqwmi 8} acce;x azxy affat af an mzsubmdizeé job, provided the job met certain health and
safety standards, or be denied assistance or a WORK job for several months. After two refusalg, the
person might be permanenty denied access o0 a WORK assignment.

e JRK. Asgignments: Persons who were in the WORK program but who were
not in Wﬁﬁ}{ assignmem&. wciudwg those who had just completed a WORK assigament, would be
required 10 engage in supervised job search.

Oversight. States and localities would be required to establish ¢ WORK advisory panel with balanced

private sector, kabor and community representation to provide oversight and guidance for the WORK
progranm.
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L.of Participati _ oram. There would be no rigid limit on the length of time &
pets{m mlé pariiczgzte in zhe WORK prc«gram States would be reguired, however, to conduct 2
comprehensive reassessment, at the first available date, of any individual who had spent at least two
vears in the WORK program. As a result of the reassessment, persons could be placed in JOBS-Prep
status, referred back 1o the JOBS program, assigned to another WORK position or excluded from the
transitional assistance program altopether.

States could deny assistance, including both access to a WORK assignment and eligibility for cash
benefits, 1o persons who had not participated in their WORK assignments and performed their
assigned job search in good faith. Completion of two years in the WORK program would not, in and
of itself, establish cooperation, Persons dropped from the program would have the right w a fair
hearing,

H the State judged that further time in the WORK program would enhance an individual's
employability, the State could assign him or her to another WORK position,

In instances in which the State determined that an indiviiual had cooperated fully but was in need of |
specific education and training services in order to obfain unsulsidized employment, the State could
refer him or her back 1o the JOBS program to obtain those services, Persons re-assigned o the JOBS
program would be eligible for cash benefits while participating in these activities,

Persons who were found to be have performed poorty 1o their WORK assigrunents due to a disability
or other serious obstacle to employment could be placed in the JOBS-Prep status. Such persons
would be eligible for cash benefits and would count against a State’s cap on placements in JOBS-Prep.

Retention. States would be required 1o maintain records on the performance of private, for-profit
employers in retaining WORK program participants (afler the subsidy ended) and on the effectivensss
of placement firms in placing WORK participants in unsubsidized employment. States would be
expected to give preference for cantracts with the WORK progran: to the emplovers and placement
services with the best performanice records. At a future date, the Secretary of HHS may impose
stricter retention or placement requirements. )

Anti-Displacement. Anti-displacement language, based on the non-displacement language in the
National and Community Service Act, is under development,

Supportive Services. States would be required to pravide child care, transportation or other
supportive services if needed 1o enable an individual to participate in the WORK program,

Characleristics of the WORK Assignments
Wages. Participants would typically be paid the minimum wage, WORK participants who were
performing work equivalent to that done by others working for the same employer would teceive

similar compensation. -

Hours, Each WORK assignment would be for 8 minimum of 15 hours per week and for no more
than 35 hours per week, The mumber of hours for each position would be determined by the State.
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' Of Wares, Wages from WORK positions would be treatend 83 earned income with respect
to Workcr s Compensation, FICA and other public assistance programs.

Earnings from WORK positions would not, however, count as sarned income for the purpose of the
Earned Income Tax Credit (EITC), in order to encourage movement into jobs outside the WORK
program,

uppiemental Support. A family with an adult in a WORK position whose household income, net of
werk e;;;mzses were ims than the cash benefit for a family of the same size {in which no one was
working} would be eligible for supplemental cash benefils to make up the difference. In other words,
an earnings supplement would be provided such that 2 family with an individual who was working, in
either 3 WORK assignment or an unsubsidized privaie sector job, would never be worse off than a
family of the same size in which 0o one was working.

Sanctions, Wages would be paid for hours worked. Not working the set number of bours for the
position would result in a corresponding reduction in wages.

of 3 WO signment. A single WORK assignment would be limited to no more than 12
m&nﬁzs, aﬁ&t wbiciz time the ’W{)RK participant would be required to perform supervised job search,

Tyne of Work. States would be encouraged to place as many WORK participants as posgible in
subsidized private sector positions. The majority of WORK assignments, whether private or public
sector, are expected 10 be entry-level positions but should nonetheless be substantive work that
enhances the participant™s employability. Programs would be encouraged to focus their efforis on
developing WORK positions in ocenpations which are currently in demand and/or which are expected
to be in demand in the near future.

Work Place Rules. Employers would be reguired to treat WORK participants the same as other
similarly situated workers in the firm or organization with respect to sick leave and absentes policy
and other work place rules, States would set or negotiate such rules in cases in which a new
organization or establishment were belng forned to employ WORK participants. Workers
corpensation coverage would be provided for WORK participants, either through the employer or by
another method, FICA taxes would also be paid, with the exact mechanism fo be developed.
Payments for unemployment compensation coverage, however, would not be required.

Rationale

The WORK program as structured hers is designed to provide an opportunity for individuals whe
have reached the time limit to support their families through actual paid work while developing the
skills and receiving the job search assistance needed to obtain unsubsidized private sector jobs, The
structura ensures that work pays by assuring that the family with an adult in 2 WORK agsignment will
be no worse off than 2 family of the same size in which no one is working,
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The purpose of the WORK program is to help persons move into, rather than serve as a substitute
for, private sector employment. Community Work Experience Programs (CWEP) ("workfare”
programs) are not consistent with placements in the private sector, due to the widely varying and
uneven hours of required participation. By opting for a work-for-wages madel, we hope to encourage
States to adopt a private sector focus for the WORK program.
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REINVENTING GOVERNMENT ASSISTANCE

The current welfare system is enormousty complex. There are multiple programs with differing and
often inconsistent rules. The complexity obscures the mission, frustrates people seeking aid, confuses
caseworkers, increases administrative costs, leads 1w program errors and inefficiencies, and abets the
perception of widespread waste and abuse,

The proposals discussed below allow two-parent families to receive the same benefits that single
parents receive, streamline administrative processes by conforming program rules between the AFDC
and Food Stamp programs; modify some existing rules that tend to create unnecessary complexity and
confusion for program administrators and recipients; and attempt to strike a reasonable balance
between and among traditionally competing eads, e.8., targeting benefits on the needy to restrain
costs while creating rational incentives to play by society’s rules. Clearer Federal goals which allow
greater State and Jocal Aexibility are critical, A central Federal role in information systems and
interstate coordination would prevent waste, fraud 4nd sbuse and would also improve service delivery
at State and local {evels,

PROPOSAL

Changes are proposed in the following areas: woordination of program rules; a performance based
system to bring about cultural change; and accountability, efficiency, and reducing fraud,

COORDINATION, SIMPLIFICATION AND IMPROVED INCERTIVES IN INCOME SUPPORT PROGRAMS

The rationalization and simpiification of income assistance programs <an be achieved by making
disparate Food Stamp and AFDC palicy reles uniform or complementary for related policy
provisions. Cur proposals includs:

End Rules which Diseriminate against Two-Parent Families

In order to end rules which discriminate against two-pareat families, we will remove the conditions on
eligibility which require that the principal wage earner in a two-parent family have 2 recent work
history and which deny eligibility if the wage carner works 100 hours or more in a month. By
eliminating the arbitrary 100 hour rule, we would better motivate two-parent families toward nwore
significant labor market attachment in keeping with a new trangitional weifare program that
emphasizes work. The current limits that some States place on the eligibility of two-parent families to
participate for only 6 months in any 12 month period will also be eliminated. These provisions act a5
a "marriage penalty” because it makes AFDC eligibility for two-parent families much harder than
eligibility for single-parent families,

Eliminating the additional eligibility requirements for two-parent families will increase caselcads and
costs, However it will enhance the simplicity of the system, removing some administrative complexi-
ty; and it reflects and supports the wishes of & number of States who have sought waivers (o existing
policy in this arca,
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Allow Families to Own 2 Reliable Automnbile

For AFDC, the permitted equity value for one car in set at $1,500 or a lower value et by the State.
In the Focd Stamp Program, the allowable market value of 2 car is $4,500, although 2 car of any
value can be excluded in Himited circumstances. In both programs the automobile limitations can be a
substantial barvier to independence, Current AFDC policy would prevent total exclusion of most cars
less than eight to ten years old. We propose to allow AFDC and Foog Stamp families 10 exclude the
value of one or more autos up to 4n aggregate gquity value of $4,500. They could maintain vehicles
of higher value if the net equity value when combined with other resources, doss not excead the
family’s resource limit.

Reliable transportation will be essential to achieving seif-sufficiency for many recipients in a time-
limited program. A dependable vehicle is important to individuals in finding and keeping 4 job,
particularly for those in argas without adequate public transportation. Both the AFDC and the Food
Stamp programs nead a conforming automobile resource policy that supports acquiring reliable
vehicles,

Allow Statles {0 Reward Wark

The existing set of AFDX earnings disregard rules makes work an frrational option for many
recipients, particolarly over time. Currently, all income received by an AFDC recipient or applicant
is counted against the AFDC grant except income that is explicitly exchded by definition. States are
requirad to disrsgand the following:

. For the first four months of earnings, recipients are allowed a 590 work expense disregard,
another §30 disregard, and one-thind of remaining earnings are also disreganded,

. The one-third disregard ends after four months.

*  The $30 disregard ends after 12 months.

In addition, a child care expense disregard of $175 per child per month (§200 if the child i& under 2)
is permitted 10 be calculated afler other disregard provisions have been applied. Currently, $50 in
child~-support is pagsed through 10 families with established awards, The EITC is also disregarded in
determining AFDC dligibility and benefits.

We propose 1o eliminate the current set of disregard rules and sstablish a much simpler minimam
disregard policy at the federal level. We would then allow considerable state flexibility in establish-
ing policies beyond the minimum. Our proposal includes the following thres components:

. Require Siates w0 disregard at least $120 in earnings, This is equivalent to the $50 and $30
income disregards that families now get alter four months of earnings.
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. Allow States to apply a “fill-the-gap™ policy with income from earnings, child support or all
forms of income, Currently, if States fill the gap, they must apply all forms of income.

. Give States the option 1o establish their own earned income disregard policies on income
above these amounts. States can either apply a flat amount or 2 percentage up to 50%. The
disregards cannot vary by months ag they do now.

» Give States the option 1o pass through more than the current $50 in child support.

This is a simpler system that is easier for recipients and welfare officials to understand. It maximizes
State flexibility and makes work a more attractive, rational option, By allowing workers in low
henefit States to keep more of their earnings, it would increase the ecosomic well-being of those
workers.

Allow Families to Accumulste Savings

As part of the welfare reform effort, we will be exploring a range of strategies, above and beyond
education and job teaining, to help cecipients achieve self-sufficiency. One individual economic
development demonstration program would involve testing the effect of Individual Development
Accounts as an incentive for saving. An Individual Development Account (IDA) would be a special
type of savings account, in which savings by recipicots would be matched by Federal government
dollars, Savinge from an IDA, including both the individual’s share and the matching dollars, could
only be withdrawn for a limited pumber of purposes, including paying for edacation or training,
starting a business or purchasing a home. The IDA demonstration will attempt, throuph a randomized
evaluation, to determine the effect of such savings incentives on bath asset accutiulation and
movement toward self-sufficiency. In addition, raising the asset limit for eligibility for cash benefits
to $10,000 for savings accounts designated for specific purposes such as purchass of a firsthome Is
also under consideration,

Qiher Coordination and Simplification Proposals

Additional changes would be made to the administrative and regulatory program structures of AFDC
and Food Stamps (o simplify and coordinate rules to encourage work, famlly formation, and asset
accumutation. These include:

Szzm;)s ami &Fr}{} use samewhaz d{ﬁ‘emn{ éeﬁmtmns of famzfy AFDC isa chlld centered program
with the filing unit defined narrowly around the child. The cbild’s parent and siblings ars usually
part of the unit, but other celatives generally are not. Indeed siblings and parents are not even part of
the APDC unit if they receive SSI. The Food Stamp Program uses a definition which iscloserto a

1. Each States establishes an APDC need standard, the income the
States decides is essential for basic consumption items, and an
ERFDC payment standard (100 percent or less of the need standard}.
Benefits are generally computed by subtracting income from the
payment standard. Under a “"fill~the-gap” policy, benefits are
computed by subtracting income from the higher need standard.
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houschold definition. Thus most relatives living together are usually in the food stamp unit. At one
point we ponsidered conforming AFDC and Food Stamp filing unit definitions, but backed away when
we discoverad that this would cut many peopie off the AFDC rolls in low-banefit States as the income
and assets of other people in the housshold would push the family above the very low bezzef t levels in
those States,

Food Stamp Program rules state that family units with gross income above 130 percent of poverty
(i.e., roughly $20,000 for a family of four) are not eligible to collect food stamps. One proposal
would be to apply the Food Stamp 130 percent rule to AFDC units as well-effectively denying
AFDUC benefits to adults and children living in families with income above 130 percent of poverty.
This would impose no new administeative burdens since the rule already applies 1o Food Stamps.
Applying this rule to AFDC would reduce AFDC expenditures by roughly 6 percent or $1.5 billion in
State and Federal dollars in FY 1999 and §7 billion over 5 years.

Twao types of families would be affectsd by this plan. First, the cumber of cAild only cases would be
reduced significantly, Child only cases are those where: no parent is present and the child is living
with a relative who is not the legal guardian; the parent is presest but the parent is an undocumented
alien; or the parent is present but the parent is receiving SSI. These cases have grown dramatically in
recent years, rising from roughly 400,000 in the mid to Tate 1980s to nearly 700,000 cases in 1992,
1n child only cases, relatively little Income from other household members is counted in determining
benefits and eligibility. Thus many have household incomes in excess of 130 percent of poverty,
The argument for limiting AFDC in such cases is that money can be better targeted to peor families.
The argument against it is that the {imitation on benefits might discourage some relatives from taking
in 2 child who might otherwise et up in foster care. One advantags is that it would be harder to
game the time-limited welfare system by piacing a child with g relative. Relative caretakers who are
not the guardian of the child would not be subject to work requirements and tims limits. The second
type of family which could be affected are extended family settings, Most commonly, a parent and a
child may be living with the grandpacent. If the parent is over 18, the grandparent’s income is mot
counted in determining eligibility regardless of the income of the grandparent. This proposal would
not affect Medicaid eligibility of any persons.

wonformi ar unting periods. We propose conforming AFDC to the Food
Szamg ?‘mgtam s more f%exz%}ie mqazwmaafs fn: repcrtmg andd budgeting. Under Food Stamp
Prograrms rules, Sates are given the option 1 use prospective or retrospective budgeting with or
without monthly reporting.  Currently, the Food Stamp program requires recipients to report all gross
income changes ahove $25 per month, To simplify the reporting process, this threshold would be
raised 1o $75. Recipients would still be required to report changes In other circumstances Iike source
of income and household composition which may affect eligibility.

This proposal would significantly simplify benefit calculation procedures for joint AFDC/Hood stamp
households. By conforming the procedures o benefit determination and calculation, workers and
recipients will benefit through less paporwork processing and time spent on recalculating benefits
because of fluctuations in income, The proposal maintains a balance between assuring benefits are
aceurately determined by reducing the current complexities retaining the appropriate level of
respongibilities on recipients to report information.
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We also proposs conforming and streamlining AFDC and Food Stamp policies regarding
underpayments and verifications. Payment of underpayments would be limited to 12 months, The
new verification policy would require States to verify income, identity, alien status and Social
Security Numbers, At the same time, States would be given flexibility regarding verification systems,
methods, and timeframes.

eets. ‘The policies proposed under this category liberalize how assets and resources
are treated fez t!za pur;mse of determining eligibility for both AFDC and Food Stamps for the purpose
of encouraging work and promaoting selfsufficiency. The nominal effect is to increase the caseloads
and costs in both programs. Yet the general arguments for the policics described below are
persuasive. Currenty, asset and rescurce rules are not consistent a0ross programs, creating confusion
and adminigtrative complexity. In addition, the very restrictive asset rules across Federal assistance
programs are perceived as significant barriers to farnilies saving and investing in their futures. We
propose 1o develop uniform resource exclusion policies in AFDC and Food Stamps, We propose &
increase the AFDXC resourcs limit (currently $1,000) to $2,000 (or $3,00¢ for 4 household with 2
member age 60 or over) o conform to the Food Stamp resource lmit, We would also generally
conform AFDC o Food Stamp policy regarding burial plots, funeral agreements, real property, cash
surrender value of life insurance and transfer of resources.

‘The administrative complexities that exist in applying resource requirements in the AFDC and Food
Stamp programs will be greatly reduced under these proposed changes. Welfare administrators will
be able 1o apply the same ruies to the same resources for the same family. These conforming changes
achieve simplification by streamlining the administrative processes in both programs.

The proposal also includes an individual economic development demonstration program. This
program will attempt to promote self-employment among welfare recipients by providing access o
both microloan funds and to technical assistance in the areas of obtaining loans and starting
businesses. The demonstration will explore the extent to which seif-employment can serve as a roule
to seif-gufficiency for recipients of cash assistance,on microenterprise development to encourage
persons on asgistance 1o start microenterprises (small businesses).

of income.  Federal AFDC law requires that all income received by an AFDC recipient or
a;zpizz:azzz be aezzz;wz. against the AFDC grant except income that is explicitly excluded by definition or
deduction. A number of changes are proposad to bring greater conformity between the AFDC and
Food Stamp programs, to streamline both programs and/or to reintroduce positive incentives for
recipients 1o work, Several provisions will mest these objectives. For example, we could exclude
non-recurring fump sum from income, disregard relmbursements and EITC as resources. Lamp sum
payments, such 48 EITC or reimbursements, would be disregarded as resources for one year from the
date of receipt allowing these families fo conscerve the payments to meet future living expenses, In
addition, we will disregard all education assistance and studers income, and disregard JTPA stipends
and allowances; count OJT and other eartied income.

Together these propuosals would make the treatrment of inconie simpler for both recipients and weifare
officials to understand, They would make work and education 2 more attractive, rational option for
those who would continue to receive assistance and they would improve the economic well-being of
those who need to combine work and welfare,
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Territorigs. The territories operate AFDC, AABD, JOBS, child care and Poster Care programs under
the same eligibility and payment requirements as the States, Their funding, however, is capped and
the Faderal government matches 75 percent of costs. The caps are $82 miltion for Puerto Rico, $3.8
million for Guam, and $2.8 million for the Virgin Islands. Between 1979 and the present, the caps
were increased once, by roughly 13 percent.

We propose that the current caps be doubled and that we include a mechanism for making periodic
adjustments based on the rate of inflation, caseload size, and new program requirements. Doubling
the caps in the territories would essentially reflect the increase in AFDC expenditures that has
occurred in the States since 1980, The proposal would create realistic funding levels for the
territories that are reflective of the current economy and caseload. A mechanism that will provide
gccasional adjustments in funding levels would replace the current burdensome method of petitioning
Congress for adjustments,

The number of public assistance programs funded under the current caps, coupled with only one
adjustment 1o these caps in 15 years, has seriously limited the tecritories’ abilities to provide, let alone
increase benefits. Benefit payments above the cap are financed 100 percent by the territories,
resulting in situations such a5 Guam’s where the Federal share is roughly 40 percent. Pusrto Rico
reports that, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Pusrto Rico will be reguired 1o extend aligibility o two-parent
families. Puerto Rico estimates that an additional 40,000 familics will be eligibls for AFDC due to
this provision.

Doubling the caps and providing a mechanism for efficient adjustments to those caps will not only
continue to give territories the authority to operais public assistance programs but adequate means to
do so as well.

A PERFORMANCE-BASEDR SYSTEM

An underlying philosophy of welfare reform is the goal of increasing State flexibility in achieving the
program objectives of the new system and changing the culture of welfare administration. A crucial
area where State flexibility can be achieved Is quality assurancs, Currently, many qualily control
rules create perverse incentives for States; program administration s designed 10 mest quality control
reguirements, not program improvement objectives. Additionally, States expend considerable
resources and effort in meeting quality conteol needs. The resuh is 2 progrars monitoring system
which does not serve the best interests of the recipients. A cemedy for this is to alter the focus of
quality control from payment accuracy to program outcomes,

This welfare reform proposal articulates clear objestives to aid States in policy development,
Performance measures that reflect the degree to which policy intent is achieved will help shift the
focus of effort from solely payment accuracy to program improvement. Performance measures in a
transitional program of benefits should reflect the achievement of all program objectives and relate to
the primary goal of helping families to become self-sufficient. Measures will be established for 2
broad range of program activities against which front-line workers, managers and policy makers cas
assess the efficiency and effectiveness of the program, To the extent possible, results—rather than
inputs and processes-will be measured.  Additionally, States and localities must have the flexibility
and resources 1o achieve the programmatic goals that bave been set.
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The Federal Government will transition from a role which Is largely prescriptive (o one which
establishes customer-driven performance measures in collaboration with States, local agencies,
advocacy groups and clisnts. The exact methads for accomplishing program goals are difficalt to
prescribe from Washington, given the variation in local circumstancss, capacities and philosophies.
Therefore, substantial flexibility will be lef} for localities to decide how 10 meet these goals, facilitated
by enhanced inter-agency waiver authority at the Fedsral leval,

Performance Measures

For the purposas of monitoring State programs, a series of measures will be developed in conjunction
with States, local agencies, advocacy groups, and other parties. These measures will be designed to
measure such outcomes as the extent to which recipients achieve self-sufficiency, the well-being of
families, childhoed poverty, reduced welfare dependency, and other impacts on recipients.

Process Measures

For the purposes of monitoring State progress and administering technical assistance, measures will be
implemented which provide feedback and information useful for program administration, Such
measures will not be used to hold States accountable for performance but may be used to indicate that
a State may require program mprovement,

Quality Assurance

Although payment accuracy shall remain an important facet of Quality Control, the current system
will be upgraded 1o capture mors information and to become 2 more general quality assurance gystem,
Much information and data coliscted will depend on the development of the performance measures
described previously. Other indicators of program outeomss, such as client satisfaction shall also be
included.

Technical Assistance

The Federal Government will provide technical assistance to States for achieving these standards by
evaluating program inpovations, identifying what is working and assisting in the transfer of effective
strategies. This will be crucial in enabling States to successfully carry ont the requirements of this
program,

ACCOUNTABILITY, EFFICIENCY » AND REDUCING FRAUD

Multiple and uncoordinated programs and complex regulations invite waste, fraudulent behavior and
simple error.  Toe ofien, individuals can present different information to various government agencies
to claim benefits fraudulently with virtually no chiance of detection.

The new program of rransitiondl assistance, in and of itself, will go a long way toward proventing
waste and fraud. During the peried of transitional cash benefits, there will be enhancd tracking of a
client’s training gotivities and work opportunities, a5 well as the elecironic exchange of tax, benefit
and child support information. Also, the newly expanded EITC largely eliminates current incentives
t0 “work off the books® and disincentives to report all employment. With the EITC, it is now
advantageous to report every single dollar of earnings.
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New technology and automation offer the change to implement transitional progeams which easure
quality service, fiscal accountahility and program integrity. Program integrity aclivities will focus on
ensuring overall payment accuracy, and detection and prevention of recipient, worker and vendor
fraud. Such measures include the following:

* Coordinate more completely the collection and sharing of data among programs, especially
wage, tax, child support and benefit information,

. Re-assess the Federal/State partnership in developing centralized data bases and information
systems that improve interstate coordination, eliminate duplicate benefits and permit tracking.
At 2 minimum, information must be shared across States to prevent the circumvention of time
limits by recipients relocating (o 2 different State,

» Fully utilize current and emerging technologies to offer better services at less cost, targeted
more efficiently on those dligible.

Tightening up the definition of essential persons will also reduce sbuse. Currently, 22 States have
selected the option of including essential persons a3 part of the AFDC unit. These individuals are not
eligible for AFDC in their own right, but they are included because they are considered essantial to
the well-being of an AFDC reciplent in the family. This i3 & loophole that allows States to bring in
relatives Fke adult siblings into the AFDC unit. We propose defining essential persons as only those
who I} provide care that would allow the csretaker 1o pursue work and education or 2) provide care
for a disabled person., .

Rationale

Simplifying and coordinating filing units and rules within AFDC and food stamps is critical © the
entire welfare reform effort. In many cases, the administrative processes that curreatly exist are
nonsensical and serve to frustrate client and caseworker alike. Standardization among programs will
enable caseworkers 10 spend less time on determining eligibility for various programs and more time
on developing and tmplementing strategies ©0 move clients from welfare to work.

Eliminating the current bias in the welfare system against two-parent famities will prevent one parent
from leaving the home in order that the other parent can receive welfare for the children. Many have
criticized the welfare system because it imposes 8 "marriage penalty” to recipients who choose t© wed
by potentially making the married-couple family ineligible for assistance. By eliminating the disparity
in the rules, parents will be encouraged 1 remain together and the inequity of treating different
family types differently will be removed,

In order to encourage work, it 3s essential for recipients to experience economic return from their
work effort. Changing the sarnings disregards in AFDC would yield a simpler system that is easier
for recipients and welfare officials to understand. It would maximize State flexibility and make work
a more attractive, rational option for recipients. By sllowing workers in low benefit States to keep
more of their eamings, & would increase the economic well-being of those workers,

Restrictive asset rules often frustrate the efforts of recipients to save money and subsequently hamper
their abilicy to attain selfsufficiency. Economic sscurity Is a vital step towards leaving welfare
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permanently, Changing the asset rules to allow recipients atiain savings, own a reliable car, or even
start a buginess is an important step in the right direction. Increasing the amount of savings a
recipient may maintain will help reduce the economic vulnerability that recipisnts face when they
feave the welfare rolls, Demonstrations which test the use of starting small businesses as a means 1
self-sufficiency will help us explore that option more thoroughly. Finally, by allowing recipients to
own at least one reiiable car, we will help ensure that those who rely on automobiles for
transportation will have a better chance of obtaining and maintaining employment,

CONCLUSION

This welfare reform plan calls for fundamental changes in the current system of welfare, It seeks to
replace a flawed system with a coherent set of policies that improve the fives of poor children and
their families in ways that reaffirm and support basic values concerning work, family, opportunity and
responsibility, Together, the policies in this hypothetical proposal are not just an end to welfare as it
is known wday. They represent a new vision for supporting America’s children and families.

Transforming the social welfare system will not be an casy task. The social and economic forces that
have contributed to our current situgtion go well beyond the welfare system and impact the poor and
non-poor alike. While the obstacles ars formidable, '

undertaking reform of the current welfare system is essential in order to improve the well-being of
our children sow and for the future.
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GLOSSARY

AFDC « Ald to Families with Dependent Children program: The primary welfare program,
which provides cash assistance to needy families with dependent children that have been deprived of
parental support.

CSE - Child Support Enforcement program: This program provides Federal matching funds fo
enforce the support obligations of absent parents 1o their children and spouse or former spouse, (0
locate absent parents, and to establish paternity and support orders, States must provide child support
enforcement services 10 persons receiving AFDC, Medicaid, and Title IV-E foster care benefits.

CSEA ~ Child Support Enforcement and Assurance: A system degigned 1o guarantee that
custodial parents get some agsured level of ¢hild support, even when the absent parent fails to pay.

CWEP — Community Work Experience Program: This is a JOBS program activity which States
can, but are not required to, make available to JOBS participants. CWEP provides experience and
training for individualg not otherwise able to obtain employment. The required number of CWEP
hours can be no greater than the AFDC benefit divided by the higher of Federal or State minimum

wage.

EITC ~ Earned Income Tax Credil progeam: A tax credit that targets tax relief to working low-
income taxpayvers with children, 10 provide relief from the Social Security paymii tax (FICA) and to
improve incentives 1 work.

FSP - Food Stamyp Program: A national program designed primarily 1o increase the food
purchaging power of eligible low-income houscholds to a point where they can buy a nutritionally
adequate, low-cost diet.  Eligible bouscholds receive food stamp benefits on a monthly basis in the
form of coupons that are accepied al mogt ritadl grocery stores.

JOBS — Job Opportunities and Basic Skills Training Program; The work, education, and
tralning program for AFDC reciplents. In a greatly expanded form, this program would be the
central focus of the Administration’s refornmed system.

JOBS-Preg: The program proposed for persons not yet able to work or enter JOBS. Persons in this
program, including mothers with very young children, will be expected to do something to contribute
10 themselves and their community. While in JOBS-Prep, they would not be subject to the time limit.

JTTPA — Job Training Partnership Act program: The goal of this Department of Labor block grant
program is to teain or retrain and place eligible individvals in permarnent, unsubsidized employment,
prefecably in the private sector, Eligible individuals are primarily economically digsadvantaged
individuals.

Healthy Start: Healthy Start is a demonstration proiect designed to reduce infant mortality by 50%
over 5 years in 15 U.S. communities with extremely bigh infant mortality rates. Medical and social
service providers within the targeted communities work collaboratively to develop new and inniovative
service delivery systems to meet the needs of pregnant women and infants,
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PIC - Private Indusiry Councils; These Councils are composed of business leaders from the
private sector and representatives of the public ssctor and unions, Their role is to guide and oversee
the direction of FTPA employment and training programs. PICs are cesponsible for praviding policy
guidance in partnership with local governments.

School-to-Work Initiative: The pending School-to-Work Opportunities Act of 1993 would provide
States and local commenities with seed money to develop and implement systems to help youth make
an effective tramsition from school 10 career-oriented work. The program would be designed and
administerad jointly by the Departments of Education and Labor, and would fund work-based
fearning, school-based learning, and comnecting activities.

Title X - Family Planning Services: These grants are provided to State agencies for family
planning services including contraceptive services, infertility services and spegial services to adoles-
cents.

Transitional Assistance Program: The Administration’s proposed two-year limit cash assistance
program for needy families with dependent children,

UIFSA — Uniform Intersiate Family Support Act: A model law which, if adopted, would make
State jaws oniform and shnplify the processing of child support actions which involve parents who
live in different States,

WIB ~ Workforee Investment Board: A body 1o be created at the Federal level which would be
responsible for serving as a "Board of Directors” for workfores development programs in a labor
market. The Workforce Investment Board would provide policy oversight and strategic planning for
Department of Labor-fundexd and other training programsg in an area. The majority of the Workforce
Investment Board would be composed of employers, but the boards would also be required to have
labor, public sector and community representation, The WIB is intended to subsume the Private
Industry Council it the local level (although a PIC that met the criteria could become the Workforce
Investment Board),

WORK: The Administration’s proposed publicly-subsidized work program for persons who have
exhausted their two-year time limit without obtaining an unsubsidized private sector job.
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BACKGROUND INFORMATION ON THE AFDC PROGRAM

AFDC Program under Current Law

The Aid to Families with Dependent Children (AFDC) program was enacted as Title IV of the Social
Security Act of 1935, Its primary goal is to provide cash assistance to children in need of economic
support due to the death, continued absence or incapacity of the primary wage earner (typically the
child’s father). AFDC provided benefits to 2 monthly average of 4.8 million families (13.6 million
persons) in fiscal year 1992, This includes 322,000 families in the AFDC-Unemployed Parents
(AFDC-UP) program. The total AFDC caseload represents 5.0 percent of the total resident U.S,
population. Two-thirds (9.2 million) of AFDC recipients ¢ach month are children.

AFDC benefits totaled $22.2 billion in 1992. Total AFDC monthly benefits averaged $388 per
month, per family, but benefits vary widely across States. In January 1993, the maximum monthly
AFDC benefit for a family of three with no countable income ranged from $120 in Mississippi to
$923 in Alaska. In real dollars, the average monthly benefit per AFDC family has declined from
$644 in 1970 to $388 in 1992, a 40 percent reduction, attributable mostly to inflation rather than
reductions in nominal benefit levels, The Federal government’s share of total benefit expenditures
was $12.2 billion in 1992, and $10.0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2.7 billion in 1992, Overall,
the Federal government pays roughly 55 percent of total AFDC benefit costs and 50 percent of
administrative costs.

The Family Support Act of 1988 created the Job Opportunities and Basic Skills (JOBS) program to
provide education, training, and employment-related services to AFDC recipients to promote self-
sufficiency. To the extent resources are available, all non-exempt recipients are required to
participate in JOBS activities. Exemption categories include most children, those who are employed
30 or more hours per week, those who are ill, incapacitated, or of advanced age, women in their
second trimester of pregnancy, and those who are caring for a young child, or caring for an ill or
incapacitated family member. Federal matching to States for JOBS program costs is available as a
capped entitlement limited to $1.1 billion in fiscal year 1994, The matching rates vary between 50
percent and 90 percent, depending on the type of costs being reimbursed.

Most AFDC families are eligible for and participate in the food stamp program, which provides an
important in-kind supplement to cash assistance. While participation rates varied among States, 86.2
percent of AFDC households also received food stamp benefits in fiscal year 1992. AFDC benefits
are counted when determining food stamp benefit amounts; one dollar of AFDC reduces food stamps
by 30 cents. Additionally, all AFDC families are eligible for Medicaid coverage, and under the
provisions of the Family Support Act, all families who leave AFDC due to increased earnings or
hours of work are eligible for one year of transitional Medicaid coverage.

Welfare Dynamics and Characteristics
It is extremely common for women to leave the welfare rolls very soon after they begin a spell of
welfare receipt. More than half of all welfare recipients leave the welfare rolls within their first year

of welfare receipt; by the end of two years the percentage who have left increases to 70 percent. By
the end of five years, about 90 percent have left the welfare rolls. However, many of those who have
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left welfare cycle back on. Within the first year after leaving the weifare rolls, 45 percent return
almost two-~thirds return by the end of three years. By the end of seven years, mor¢ than three-
quarters of those who have left the weifare system have returned at some point. Almost half of all
spells of welfare end when a recipient becomes employed; other reasons for leaving AFDC include
matriage and children growing up. About 40 percent of women who sver use welfare are short-term
users, about one-third are episodic users and one-guarter are long-term users. Using data from 1968
through 1989, the average time spent on welfare was 6.2 years,

While the number of AFDC recipients remained refatively constant between 1975 and 1988, AFDC
caseloads rose sharply during the early 1990s. The monthly average of 13,6 million recipients in
1992 represented 2 2.1 million increase since 1990, According o 2 recent Congrassional Budget
Qffice study, the primary reasons for the sharp increase in the AFDC caseload between late 1989 and
1992 are the growth in the number of female-headed families, especially those beaded by women who
never married, the recession and the weak economy.

The vast majority of AFDC families are headed by a single female. Among single female-hsaded
AFDC households, the proportion of AFDC mothers who have never been married has significantly
increased, although the proportion of divorced AFDC mothers still rematng stzable, The AFDC
caseload is racially and ethnically diverse, Thirty-nine percent of APDC family cascheads are
African-American, 38.1 percent are white, 17.4 percent are Hispanic, 2.8 percent are Asian, 1.3
percent are Native American, and 1.6 percent are of another race or ethnicity,

The average AFDC family ig small. In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only one child. Only a small proportion of AFDC families ~ 10.1
percent — have four or more children, The average family size of an AFDC family hag also become
smalter over time, from 4.0 in 1960 10 2.9 in 1992, Over two-thirds of AFDC recipients are
children. In 1991, almost one-half of AFDC children were under six years of age; 24.8 percent were
under age 3, and 21.4 percent were between ages 3 and 5. One-third (32.6) of AFDC children were
aged 6 10 11, and 21.4 percent were age 12 or over.

Over half of AFDC mothers began their receipt of AFDC as teenagers; however, AFDC cases with
teenage mothers (i.2., under age 20) make up only a small fraction of the AFDC caseload at any one
time. In 1992, 8.1 percent of the AFDC caseload was headed by a teenage mother.  Almost half of
AFDC mothers {(47.2 percent) were in their twenties, a third (32.6 percent) were in their thirties, and
12.1 percent wers in their forties,
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