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Marcil 21, 1994 

OVERVIEW 

Our current system seems at odds with the core values Americans share: work. family. opportunity. 
responsibil ity, While we believe that work is central to the strength, independence and pride of 
American familles~ the present reality is that people who go to work are often 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 ate spetit overwhe1mingly 
on eligibility dewrminatioD1 benefit calculation and writing checks, The culture of welfare offices 
seems to create an expectation of dependence rather than independence. Noncustodial parents often 
provide little Qf no economic or socirusupport to the children they parented, and single-parent 

Mfamilies sometimes get welfare benefits and other services that are unavailable to equally poor two
parent families. One W<lnders what messages this system sends to our chUdren about the value of 
hard work and the impol'lllllCe of personal and family responsibility. 

This welfare reform plan is designed to give people baek the dignity and conltol that comes from 
wo-rk and independence. It is about reinforcing the values of worle. family+ opportunity and 
responsibility" The current system pay. cash when poople lack adequate means to provide for their 
families. We propose a new vision aimed at helping people regain the means of supporting 
themselves and at holding people responsible fur themselves and their families. The proposal 
emphasizes that work is valued by malting work pay. It signals that poople should not have children 
until they are ready to support them. h stresses that parents-both parenls-have responsibilities to 
support their children. It gives people access to the sleiUs they need~ but also expects work: in return. 
It limits cash assistance to two years and then requires work. preferably 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 fIDding people jobs 
and giving them the skills and support to keep those jobs. 

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

MAJORELEMEN'IS 

Parental ~pon.sibmty 

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

A natlOlUll campaign against teen pregnancy, which sets clear goals of opportunity and 
responsibility for youth~ and draws on all segments of society and government. 

Responslblliliesojschool-agejamiJie< receMng assistance. Teen parents will b. required to 
finish school. 

Learning from pr<v<ntIon opprqachl!s thai pr01Mle responsibility. 

Responsiblefamily planning. Expanded resources and support for family planning. 

Requiring minor mothers /0 live at /wine, with their parents Or a responsible adult-not receive 
a separate check for setting up a separate household. 

Slale option to limit additional beneftts jor additional children conceived bY porent. on 
welfare. 

Supporting two~Parent families, 

End rules which dlscrlmlnlll< against two-porentjamIlies. The 1000bour rule and quarters-of­
work rule wbich apply only to two-parent familhe would be repealed. 

Child supPOrt enforcement, 

Universal paternity mablls"""nt, preferably in the hospital. Strict penalti .. fur women 
seeking AFDC who do not cooperate in identifying and finding th. father. Serious financial 
incentives to States that do not establish paternity once the mother has cooperated. 

Central child support registries in every StaJe. to track payments and take prompt action when 
!Il()ney Isn', paid. 

A natwnal regislry ofchild support awards and a national registry ofn.-w him based on W-4 
reporting so that delinquent noncustodial parents can be tracked quicldy and easily across 
State lines. 

Regular updating ofawards. 

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

A new program Ofrequired work and trainlng jor men who owe child support and fall 10 pay. 

De_Ions ojparenting and access programs and child support assurance. 
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Support tor Working FamiUes 

One of the greatest perversities of the current system is that people on welfare often have higber 
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 to work-not staying on welfare. The 
key elements ate: 

llarn<d Inrome ThlI Credit 1EITCl. The expanded ElTe makes it possible for low-wage workers to 
support their families above poverty. Efforts will be made to help families receive the BITe on a 
regular basis. 

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

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

Replacing Welfare witb TransiUonaI Assistance and Work 

We do not need a welfare program bailt around writing welfare checks-we need a program buUt 
around helping people get paycl",c". We peed to transform the culture of the welfare bureaucracy to 
convey the message that everyone is expected to move toward work: and independence. We envision 
a system wherchy people would be asked to start on a track toward work and independence 
immediately. with limited exemptions and extensions. Each adult would sign a petSOnai responsibility 
contract that spells out their obligations~ as well as what the government will do in return. Our 
proposal calls for: 

Full Participation. Every able-bodied individual who receives cash support is expected to do 
something to help themselves and their community. The requirement applies to those who are 
preparing themse1ves for work: and to those who are currently not roody 10 work:. Those who are 
unable to work due to disability or other reasons will be expected to do something for themselves or 
their community but will not b. subject to tim. limits until they are ready to engage in training, 
education, job search or job placement. 

A reformed JOBS program. The focus of the welfare system must be changed from a system focused 
on writing chec.. and verifying circumstance to on. 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 lhe vision was not rea1izoot in part due to insufficient resources. A refunned 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 to move them into work as quickiy as possible. 
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Job Search First. Most recipients will go through supervised job search as the first step of 
their employability plan. Anyone taking part In the JOBS program will be required to take • 
private sector job if offered. 

If clear /()CU,f on employment. Too many programs seem to worry little about whether people 
actually get jobs aed keep them. The plan will attempt to build bridges botwOOD the welfare 
office and the private sector. 

InlegratJon with mainstream education and training programs. We should not have a separate 
system fur welfare recipients; it ought to be integrated with new and existing programs in the 
community. 

Emphasis on ""rAer support Met a ptrsonls placed In ajob. The most effective programs 
do more than try to find ""moo••• job, they offer help so that person can keep the job. 

Time limits. Individuals who are abJe to work will be Jimltoo to two years of cash assistance. Most 
people will be expected to enter employment well before the two years are up. Mothers with infants, 
people with disabilities that limit work, aed those who care fur a disahlnd child will be placed in a 
JOBS-Prep program, aed not be immediately aubJect to the timo limit. Extensions would be granted 
In • limited number of c.ases such as those woo need to oomplete high sobool, or people who Deed 
more time because of language barriers. 

A WORK program' Those people who are still unable to find work at the end of two years wiU be 
required to work in a private sector I community service or public sector job. Instead of welfare, 
States would be expected to provide jobs for those who have exhausted their time 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 subsidized jobs which pay 
a paycheck. Recipients would have the dignity and responsibility that comes from a real job. 

Flexible, conununlty-based program. States would he 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 employr.:.ec:., 
Th. program will have e10selinks to the local community. 

Strong pril!(J1e sect(Jf emphasis. The strong emphasis will be on placing people in subsidized 
private sector placements that will lead to WlSub,idized work. 

Non-dlsplacing jobs. These jobs will be designed to avoid displacing existing workers. 

Keeping stays In Ih£ WORK program short. To di,oourage long-term stays in the WORK 
program, the plan Ineledes limits on the duration of anyone placement, frequent Job seareb 

. requirements. no EITC for those in subsidized work: slots~ and a comprehensive reassessment 
fur people after two placements. 

Special rules for places wIJh high unemployment. Places with very high unemployment may 
be granted special exempdons and given odded financial support. 
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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 enonnous 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: 

Coordination. simplification and improved incentives in jnoome supoort programs. The administra­
tive and regulatory program structures of AFDC and food stamps will be redesigned to simplify and 
coordinate rules and to encourage work, family formation and asset accumulation. Changes include: 

Allow famllles to own a reliable 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 earned. The proposal would give States the flexibility to reward work. 

Allow /amUles 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. ]n addition to incentives for clients, incentives will be designed to 
bring abou~ change in the culture of welfare offices with an emphasis on work and performance. 

Accountability. efficiencv 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 tracJdng systems which/ollow 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. 
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The Impact of Reforms 

Making a1l these changes overnight would severely strain the ability of Federal and State goverrunents 
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 transfonned. 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 implement 
their systems, the program would not begin fu1ly 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 bit the limit (FY 1999), rising to roughly 540,000 
by FY 2004. 
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TABLE 1 


PROJECTED CASELOADS UNDER A HYPOTIIETICAL PROPOSAL, 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFI'ER 1971 

FY 1997 FY 1999 FY 2004 

Projected Adult Cas.. With Parent 
Born After 1971 Without Reform 

1.43 million 1.93 million 3.34 million 

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

.04 million .08 million .81 million 

ProgramPartlclpants 1.39 million 1.85 million 2.53 million 

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

JOBS Participants .74 million .89 million .92 million 

WORK Participants .00 million .17 million .54 million 

JOBS-Prep-disability/age limits work .24 million .31 million .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 hypothetieal 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. 
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Table 2 sbows the impact of these changes fur the phased-in easeload over the ...t 10 years, 
compared with what we project would be the caselood without welfare refonn and health reform. 

Under the plan, we will go from • situation where three-<iuarters of the persons are collecting welfare 
and doing nothing in return-neither working oor tn training-to a situation where three-quarterS are 
either off welfare, working with a subsidy, or in tim~Jimited training. Only those unable to work are 
outside the time lhnit:$:. and even these persons will have greater expectations and opportunities under 
the proposed system. In addition, we expect the reform proposal to significantly increase paternity 
establishment rates. to increase child support payments and to lower child poverty. 

TABLE 2 

Project..s Welfare and Work Status for Persons Born after 1971 
Who Would llavelleM on Welfare Without R.fonns 

FY 2004 ­ Without Reforms FY 2004 ­ With Health and 
Welfare Reforms 

Working with Subsidy; I. 
Mandatory Education, Training 
or Placement; or Off Welfare 
with Reforms 

23% 74% 

Not Working; nor In manda~ 
tory Education, Training or 
Placement 

77% 26% 

TOTAL 100% 100% 

Transforming the social welfare system to one focused on work and responsibility wU! 001 be easy. 
There will be sethacb. We must goard against unrealistic expectations. A welfare system wbich 
evolved over 50 years will not be transformed overnight. We must admit that we do not have all the 
answers. Bot we must not be dererrnd from making the bold and decisive .ctions needed to creste • 
system that reinforces basic values. 
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March 21, 1994 

MAJOR POLICY ISSUES 

The plan as described previousZy reflects tentative decisions on a 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 Hfe?" Are the notions of "success" that 
the plan assumes consistent with expectations for dramatic rerorm? 

• 	 Does the plan achie.e an appropriale balance between .... ponsibility and opportunity, 
and between higb ..pectations for parents and protection of children? 

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

What Is SutteSS? 

An important challenge for the plan is to embody a definition of success that reflects the several 
dimensions of "ending welfare as a way of life.· It must also recognize the difficulty of the task:, the 
constrained capacity of the system to achieve it, and the need to 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 system from an emphasis on income maintenance 
to an emphasis on work: and the responsibilities of both parents, and imposing serious 
lime limits. 

• 	 Improving the well being of children and their farnili.. through increased earnings and 
child support, and providing protections fur the most vulnerable children. 

• 	 Reducing the number of poople who come onto welfare in the first place by maldng 
work pay, discouraging teen pregnancy and births outside marriage, and enforcing the 
obligations of both porents. 

• 	 Achieving $Ome caseJoad and cost redu«ions over time after a reasonable period for 
investment and implementation. 

Kev Decision: Phase=ln 

A key deci.ion to be made about whether the plan fulffils its promise of transforming weifar. h .. 10 
do with the scale and speed of implemnntation of the reformed welfare .)'Stem. Sbould we seek 10 
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bring everyone 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? 

immediate implementation of the new program would severely strain the ability of Federal and State 
governments to implement the new system successfully. There is almost no disagreement that 
phasing-in is necessary. 

A phase-in sttaregy could start with _ applicants, with selected States, with famm.. with older 
children, or with young applicants and recipients. A focus on new applicants .raises serious equity 
concerns between people who came onto welfare very young and those who managed to stay off fur a 
longer period of time. A State-by-State strategy raises serious capacity issues at the State Jevel and 
questions about whether we have achieved truly national reform. The primary arguments for a focus 
on families with older children have 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 wbere the parents face time limits and 
training. 

A focus on young families, which the plan recommends, 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 is probahly the greatest hope of making a profouod change, aod of sending the 
message that welfare can no longer be a way of life. Under this approach, we would devote energy 
and new resources to ending welfare for the next generation~ rather than spreading efforts so thin that 
little real help is provided to anyone. 

Key Decision: Benefit Suoplements for Part-Time and Low-Wage Work 

Everyone agrees that iodepeodence from welfare should be the goal of the new system. But there 
may be situations in which welfare benefits to supplement work: are desirable. Two related issues 
arise in thinking aOOut work expectations, aod ahout whether supplementary welfare benefits and 
exemptlollS from the time limit should be provided fur worle.... 

The first issue is under what conditions someone who is working can continue to receive 
supplementary welfare benefits outside the constraint of the two year time limit. The issue arises 
because- even fun·time work at the minimum wage leaves a family below the income eligibility level 
for welfare in a few States. In about half the States. balf·time work: at the minimum wage leaves a 
family of three below the welfare eligibility levels. Larga- families are eligible In more States. The 
question is whether the 01001: should stop fur people working 20 or 30 hours. Proponents of allowing 
part-time work to stop the clock argue that getting someone. to work: even part time is a big succ~ 
aod should he "",""ded. Opponents argue that allowing AFDC to continue as • work supplement for 
long periods of time is counter ., the basic philosophy of oeding welfare depeodency. 

The Working Group and Cabinet bad difficult and somewhat inoonclusive discussions 
of this issue. There was general agreement that supplementary welfare benefits 
should be provided irrespective of the time limit for anyone Wt}rking at least 30 MUfS. 

There was also general support for allowing a State option to 20 hollI'S. An 
alternative proposal, which also had considerable support, was to stop the dock fur 
2fi..hour workers who had pre-school children. 
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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 levels. 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 well-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 limits and work requirements; and that of parental 
responsibility and prevention. 

Key Decisions: Time Limits and Work Requirements 

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-t:enn 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 college program, but that bigber education 
combined with part time work was appropriate. 
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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. lbey 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 (Le., 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 " twelve-week exemption for those conceived on welfare. 

Discouraging extended Participation in subsidized or community service work. The WORK program 
of subsidized and community service jobs is designed to be a sbort 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 time 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 pennanent 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 
conscientiously 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. 
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A second issue arises around whether the EITC should h. available to WORK program participants. 
There was general agreement that denying the EITe 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 as a way 
of life and about changing the basic values and culture of the welfare 5y5tem~ it must embody serious 
consequences for recipients who do not meet the requirements. The plan basically continues current 
law sanctions fur non-participation in the lOBS program, which remove the adult from the grant for 
increasing periods of time for each sanction. It adds a severe sanction-benefit termination-for 
refusal to 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 bearings protections are oontinued. ]0 addition. the State must keep its end of the bargain: 
services must he provided. 

Families whose benefits are terminated fur refusal to take • job or to participate io the WORK 
program continue to be eligible fur food stamps and medical assistance. There is, however, the 
danger that in rare circumstances families will find themselves homeless or unable to care for their 
children. For these families, the shelter system and the cbild welfare system provide the safety net of 
last resort. If the welfare system is working properiy, these failures will be extremely rare, 
Nonetheless, the fact that they may occur must be faced, s.ince there is no apparent alternative if the 
system is to be serious about expectations, 

Key Decisjons; Earrntai ResoonsibiUty and Prmntion 

In the area of parental responsibility and prevention, the plan attempts to baJaru;e responsibility and 
opportunity for both mothers and fathers. Rather than simply focusing on the work: obligations of 
custodial parents. it I)roposes a strengthened approach to child support enforcement that makes dear 
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 propQ,Ses a set of requirements on and services for 
minor and school-age parents, and a comprehensive approach to teen pregnancy prevention. Finally, 
it proposes to extend eligibility for benefits to two~parent families.. to remove the current bias in the 
system toward Qne-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 QO costs and financing outlines the tradeoffs. In addition, there are 
three other decisions that have philosophical as well as cost implications.: the size and s.cope of child 
support assurance demonstrations; the livmg*at-bome requirement; and the family cap option. 

Child SUDPOrt assurance demonstraticms, The proposed child support assurance demonstrations aTe 
controversial not onIy because of cost, but also because of the idea itself. Child support assurance 
speaks to the circumstance when little or no money is ooUected from the noncustodial parent, either 
because the system is ineffective or because the absent parent has very low earnings. Child support 
assurance guarantees that single parents with a cllild support award in pla~ could count on a 
minimum level of support which they could use to supplement their earnings, Some see child support 
enforcement and assurance as a cruclru way to Mmake work pay" and to ease the transItion from 
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welfare to wor~ for single parents. Opponents see it as close to simply being welfare by """tiler 
name, that might also provide an incentive for fathers ro escape their obligations. 

Living-it-home reguirements, The plan proposes to require minor mothers to live at home or with a 
responsible adult. Though there is general agreement that very yuung mothers need care and 
supervision from adults. there are some question& about whether we can ensure adequate protections 
for minors in abusive or otherwise unsuitable homes. 

Family caD ODtion. The plan also proposes an option for States to adopt "family caps" that limit 
benefit increases when additional children are conceived by patents already on AFDC. Proponents of 
family caps, some of whom believe they should be 8 requirement and not just a State option. argue 
that they reinforce a message of parental responsibility and help achieve equity between welfare 
recipients and working families. who do not receive a pay raise fo-r additional children. Opponents of 
family caps argee tIlat there Is no evidence that they deter birtlls, and tIlat tIley deny benefits to needy 
children. In addition. opponents argue that the average value of the benefit increase is not much 
greater than the value of the tax deduction and the BITe increase for a working family that bas an 
additional child. 
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Marctt 21, 1994 

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 involve coming up with acceptable 
financing options and choosing which components to include in the final package. 

The costs of welfare reform naturally depend upon poHcy decisions. Key elements which could be 
part of a we1fare reform plan are shown in Tables 1 and 2. Some initial financing alternatives are 
shown in Table 3. The combined State and Federal costs of each major element of the welfare 
reform plan are shown in the accompanying tabJe. Assuming the Federal government pays 90 percent 
of the new program costs, the plan <ould =t between $8 billion and $15 billion over 5 years, and 
between $28 billion and $53 billion over 10 years. 

FINANCING OPTIONS 

There are no easy fInancing options. Each faces serious political problems and raises some 
substantive concerns. We have sought to deveJop financing options which are sound policies and 
po'iticaUy sustainable. Given that we had to look for mueh of the financing from cuts in existing 
low-iI1CQme programs, aU of the. options are especially difficult. 

We have ~plored 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 to be growing very rapidly, Welfare reform itself wiU generate a certain amount 
of savings from child support enforcement. case10ad reductions. and ehanges in eligibility ruJes. 
These internal savings have already been shown netted out of the cost tables. 

Entitlement Reforms 

Cap the Emergency Assistance Program. The little known AFDC~Emergency Assistance Program is 
an uncapped entitlement program which i. out of controL In FY90, expenditures totalled $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 needs and belp keep 
people off welfare. States currently have wide latitude to determine the scope of their EA pmgrRltlS. 
Recently States have reali:zed 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 oosts frOM programs which the States fund on their own sucb as foster care, 
family preservation1 and homeless services into the matched EA program. States appear to be 
funding services that address long-term problems as well as true emergency issues, 

We propose to modify the current Emergency Assistance prognun by establishing a Federal matching 
cap for each State~s IrA expenditures. Two alternatives might be used in setting the cap: Payments 
could be capped at the FY 1993 level for all SOIl"" and then adjusted for inflation. This would save 
roughly $2 billion over 5 years. The alternative would be to set a cap equai to 3 percent of the 



State's total AFDC benefit payments 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 FederaJ match wiU continue at 50 percent up to the cap, Under the new capped program, States 
win also be given the flexibility to determine their own definition of emergency services. This will 
give the States flexiblHty tu address various special emergency problems, We would use the FY93 
expendirures (estimated at $386.9 minion) for setting ~s and grandfather provisions, since using 
FY94 figures would encourage States to spend more this year to increase the baseline. 

Critics of this proposal point to 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 FY93 level may hurt States 
whose spending rose in FY94. 

RefQflll of the Family Day Care !fume C9mOOllOllI of Ib- Child ear. food Program. The Child Care 
Food Program provides food subsidies for children in two types of settings: ehUd eare centers and 
family day care homes. They are administered quite differently. The subsidies in centers are well 
targeted beeause they are means tested; USDA believes thai over 9() peroent of Federal dollars 
support meals served to low-income chiJdren. The family day care part of the program is not well 
targeted because it has no means test: (due tu the Jack of administrative ability of the providers). A 
USDA-rommissioned study estimates that 71 percent of Federal dollars support meals fur children 
above 1as percent of the poverty line. While the child care center funding levels have been growing 
aI a modest rate, the fareily day eare funding levels are growing rapidly (16.5 percent between 1991 
and 1992). 

The following approach better targets the family day care funding to Jow-income chUdrw and creates 
minimal administrative requirements for providers. It would raise roughly $0.6 billion over 5 years, 

1. Family day care homes located in low~inCome areas (e.g,. census tracts where a third or half of 
the children are below 200 percent of the poverty line) would continue to receive reimbursement for 
all meals as they do t<xIay. 

2. All other homes would have a choice, They could elect not to use a means~test; if they elect this 
option. they would receive reimbursement but at a somewhat reduced rate ($1.27 per meal instead of .. 
$1.52), though still much higher than the rate paid fur most children in child care centers. (Meals 
served to children over ISS percent of poverty in centers are reimbursed at just $.31 per meal,) 
Alternatively, a family day care home could administer a simplified, tW(1)art means4est. Meals 
served to children below 185 percent of the }Xlverty line would be reimbursed aI the higher rate. 
Meals served to cttildren above 185 percent of the poverty line 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 weU-to-do areas, this seems rather unlikely. 

Confunn AFDC benefits to lb. 130 Percent of Poverty Eligibility Rille of Food SlllmP~, Food ,tamps 
and AFDC use somewhat different definitions of family. AFDC is a child-centered program with the 
filing unit defined narrowly around the child. The child's parent and siblings are usually part of the 
unit. but other relatives generally ace not. Indeed, even siblings and patents 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 and 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 (Le. 
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 weIl-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 wou,ld 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, hut the extended family's income is 
w.ell 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 In or 113 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 Sponsorshjp and Elie;jbility Rules for NQn-Citizens. In recent years, the number of non­
citizens lawfully residing in the U.S. who collect SSI has riseo 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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Chart 2. 

Most of these applicants enter the country sponsored by their relatives. Until this year. current law 
required thlll fur 3 years•• portion of the sponsored income in excess of 11() percent of poverty be 
'deemed' as available to belp support the legal alien should they need public assistance. Currently 47 
percent of aliens on SSI apply in their 4th year in the U.S. 

1"ue House Republican welfare reform bill finances its reforms by denying all means tested benefits to 
noncltlzcns other than refugees. Immigrants over 7S woo have been in the U.S. for over 5 years 
would be exempted. Since undocumented immigrants are already barred from eolleeting benefits 
(exeept emergency medical services), this proposal only affects legal immigrants woo bave not yet 
beeome citlzcns. Such. policy is extremely difficult to defend. Legal aliens are required to pay 
taxes and contribute in many ways. We believe the administration should categorically reject such a 
proposal. 

Nonetheless. the question of bow long sponsors' responsibilities shou1d last for relatives they bring to 
this eountry remains. Last fall, to pay for UI extensions, Congress extended the time from 3 years to 
5 years until 1996 when k reverts to 3 years again, as a way of funding the UI extension: The mo.t 
tendest proposal would be to extend the S year deeming provision permaneoUy. This plan would save 
$2.7 billino over 5 year.. 0 .. oUght increase the deeming period to 7 years. That proposal would 
save $3.5 bUlino over S years. Or one eould deem until the immigrant became a citizen. Then the 
proposal would save $6.8 billion. This latter oplion has the virtue that it draw. a clear and logical 
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policy line--<leem W citizenship. If such a poliey were adopted, INS proposal, to speed and simplifY 
the citizenship process (inc1uding dropping language requirements for the elderly), since it is currently 
quite cumbersome. 

The proposal would set consistent deeming rules for non-eitizens across four Federal programs (SS1, 
AFDC. Medicaid. and Food Stamps). Those who support extended deeming argue it is based on long 
standing- immigration poticy that immigrants should not become public chatges. 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 alreedy 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 wbUe the sponsoring family Dlay not be poor (in 
which case deeming would have no effect). their incomes may not be particularly high. Attaining 
citizenship can be ~pecia1ly difficult for elderly persons. The Hispanic caucus and a sizable number 
of irnmigrllnl and religious groups are deepiy troubled by any proposals affecting immigrants. 

The second element of this proposal establishes similar eligibility criteria for aU categories of non~ 
citizens under the four Federal programs. This element is less controversial. Currently» due to 
different eligibility criteria in statute~ and litigation over bow to interpret statutory language, the four 
Federal programs do not cover the same categories of no~itizens. The Food Stamp program bas the 
most restrictive definition of which categories of non-ci~ are eligible for benefits (Le" the 
eligibility criteria encompass a fewer number of INS statuses). SS[ and Medicaid have the most 
expansive definition of which categories of non-citizens are eligible for benefits, and the AFDC 
program falls between these extreme&:. 

This proposal creates eligibility criteria in the SSI, Medicaid. and AFDC programs that are similar to 
the criteria that currently e:dsts in the F(}()d Stamp prognun. The new Ust of INS statuses required 
for potential eligibility to the SSt, Medicaid, and AFDC programs would also be the sarne as those 
Ilsted in the Health Security Act providing eligibility 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 
SS!, AFDC, and Medicaid programs. This proposal would affect applications after date of enactment 
(i.e., it would grandfather current recipients as long as they remained continuously eligible for 
benefi1l!). 

Tax Cornpnance Measurt'S 

Deny EITe to Nonresident Aliens, Under current law, nonresident aliens may receive the EITC. 
Because nonresident taxpayers are not required to report their worldwide income. it is currently 
impossible for the IRS to deterrnloe whether ineligible individuals (such as high income nonresident 
aliens) are claiming the EITe. The proposal would deny the !lITC to nonresident aliens completely. 
We estimate that about 50,000 taxpayers would be affected, mainly visiting foreign students and 
professors. The proposal would raise $133 million over S years. 

EITC Information Reoorting tbr...DDJl Emanuel. Under current law, families living overseas are 
ineligible fur the ElTC. The first pan of this proposal would extend the EITC 10 active military 
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famiHes Hving overseas. To pay for this proposal, and to ralse net revenues, the DoD would be 
required to report the nontaxable earned income paid to military personnel (both overseas and 
stateside) on Form W-2. Such nontaxable earned income includes basic allowances for subsistence 
and quarters. Because current law provides that in determining earned income for ElTC purposes 
such nontaxable earned income must be taken into account, the additional Information reporting would 
enhance compliance with the BITe rules. The combination of these two proposals, which together 
would raise $162 million over 5 years, is supported by the DoD. This proposal is combined with the 
previous one on the tables for display purposes. 

Gambling Compliance Proposals. Current rules re(Juire withholding at a rate of 28 percent on 
proceeds from a wagering transaction if the proceeds (amount received over amount wagered) exceed 
$5,000 and are at 1_ 300 times the amount wagered (i.e., odds of 300:1 or higher). For lotteries, 
sweepstakes, or wagering pools. proceeds from a wager of over $5,000 are subject to withholding at 
a rate of 28 percent regardJess of the odds. No withholding is imposed on winnings from keno, 
bing<!) or slot machines. There are three components to this revenue raising proposals. as follows: 

(a) Increm withholding rate on gambling winnings in excess of $50.000. The first 
component of this proposal would increase the withholding rate on certain gambling wiIUlings 
from 28 percent to 36 percent. The higher rate would apply omy to winnings in excess of 
$50.000. In addition, it would apply to such winnings regatdless of the odds, This is 
estimated to raise $516 million over 5 years, The increased revenues result from a speedup in 
collection of tJilt and enhanced compliance. 

(b) Withholding on glllllbling winnings, The second component of the proposal would 
impose withholding on gambling winnings of over $1~500 from keno, bingo, and slot 
machines regardless of the odds. This is estimated to raise $248 miUion over 5 years. 

(c) JnfOnDlltkw mooning on gambUng winnings. Currently. information reporting is 
r"'luired on gambling winnings in excess of $600 (except that in the case of bingo and .Iot 
machines the threshold is $1,200; and $1,300 in the case of keno) but only if the payout i, 
based on betting odds of 300 to I, or higher. The proposal would extend the infonnation 
reporting requirerrulllt to any wioulngs of $10,000 or more regardless of the betting odds. 

·This would raise $215 million over 5 years, 

Reduce In.anpmpriate BITe Use. Proposals include verification of children t requiring paternity of 
1000 male fd...., coordinating AFDC and the EITC, and other ideas. 

Revenue Raising Measures 

Ewise Tax on Reyenues from Gamblin,_ Certain wagers authorized by State law are currently taxed 
at a rate of 0.25 percent. and unauthorized wagers at a rate of 2 percent. That tax is calculated as a 
percentage of the anwunt wagered. Only wagers with respect to sporting events or contests and pools 
and lotteries conducted for profit are subject to tJilt. The tax does not apply to drawings cooducted by 
nonprofit organizations, games where winnings are determined in the presence of all persons placing 
wagers (such as table games~ bingo, and keno)~ parimutuel betting licensed under State Jaw, wagers 
made using ooin-operated or token-operated devices. and State lotteries. The proposal is to place an 
excise taX of on ilfQSS revenues (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. 

Pbase-out or Reduce Deoendent Care Credit at High Income Levels. Under current law. a dependent 
care credit is allowed for a certain percentage of expenses incurred 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 SlO,OOO 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 (Le., 30 percent of $4,8(0), or 
S960 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 S90,OOO. Thus, the credit would be fully phased out at SlIO,OOO. This 
option is estimated to raise S781 million over 5 years. 

(b) Phase-down to 10 percent of creditable expenses for taxoayers with $90.000 to $110.000 
of income, Under this option, the credit would be reduced by one-half of a percentage point 
for every $1,000 of income in excess of S90,OOO. 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) Phase-9Qwn to 10 percent of creditable expenses for taxoayers with S70.000 to S90.000 
of income. This option is similar to the immediately preceding option except that the phase­
down would begin with adjusted gross income of $70,000 (instead of S90,OOO). This option 
is estimated to raise S626 million over 5 years. 

BALANCING cosrs AND FlNANCING 

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 Sx and 10 year financing of $z. This would more than 
cover the cost of including ail 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 5 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 or 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 refonn 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 fat enough fast 
enough. We also see few options for additional savings: in the Parental Responsibility section. The 
Federal rost of these elements is $7 billion over 5 years and $27 billion 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 fOf the working poor. support for two parent 
families, demonstrations, and reinventing government assistance. Eliminating or seating 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 wo-rking poor, serious equity and incentive issues arise. 
Moreover I 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 oow win cover roost working poor 
famlJie..'1, 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 a clear message about strengthening two­
parent families. 

Each of the demonstrations also has strong supporters. Prevention grants are part of teen pregnancy 
prevention agenda. Work and training for non--custodiaJ 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 nurturing the child along with our greater expectations fOT 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 people real opportunities to aocumuJate assets and stan small businesses. 
There is likely to be strong support in Congre1ls for all of these ideas. 

The improved asset and automobile ruJes seem especia1ly important since current rules make it almost 
impossible for persons to own a reJiable car to use in getting to work:. Work incentives reward work, 
and are a major source of waiver requests. Proponents argue it is 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 (!Xed allocation of money for AFDC, JOBS, and programs for 
the aged, blind and disabled. Residents are not eligible for SSt The allocation has been ndjusted 
only once since 1979. Thus doubling the existing caps seems both necessary and appropriate. 

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

Paying for Cblld Care 

Another way of looking at this issue I. to focus on financing of particular elements of the package. 
The working group recognizes the need for cuts in existing low income entitlements to fund reform. 
Nonetheless, there was little enthusiasm for any of the entitlement reforms proposed. The group 
thought it was panicu1arly inappropriate to cut existing low income programs to fund child care for 
the working poor. 

Thus it may make sense to think: about the financing of child care for the worJUng poor separately 
from other element'! of the plan. If we think of ways to finance child care, reductions in child care 
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tax credits for upper income families and reforms in child care feeding seem liKe a very close Unk. 
One can add the gambling tax on the basis that new revenues should be used for this new initiative. 
Comparing these three SOlll'ces 'One finds that they finance roughly cover the costs of working poor 
child care in 1b.e 5 year window, but fall well short in the 10 year window. Setting the gambling tax 
somewhat higher would make the match som.whatclo..,. This might be used to argue for slightly 
higher tax revenue measures. 
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TABLB 1 - PRBLIMINARY DETAD..ED COST BSTIMATES (FEDERAL AND STATE) 

FOR ELEMENTS OF A WELPARB REFORM PROPOSAL 

(By filc&l. year, in million. of dollan) 

1995 1996 1997 1998 1999 
5 Y".r 

T<><oJ 
5Y"u 
Fwen.! 

PARENTAL RBSPONSmILlI'Y 

Minor Motb"t'lI 0 ~O) ~O) ~O) ~" (85) 00) 
No Additional Benefit. for Additioo.l ChUdn:n (20) (50) (125) (200) (165) (660) (220) 
Child Support Enforccmc:m 

hternity Eaablilhmcm (Net) 
Enfon:emeDl (}IIet) 
Computer Co-u 

5 
0 
Il 

0 
(15) 
3l 

(135)

('"
95 

(200) 
("5) 
160 

(20"
(290) 
160 

(5]5) 

(405)

." "" (160) 
"0 

SUBTOTAL,. PARBNTALRBSPONSIBlUJ'Y 0 (SO) (2") (305) (625) (1,220) (10) 

TItANSmONAL ASSISTANCE POll.OWBD BY WORK 
, 

JOBS-Prep 0 15 85 9l 110 ,OJ 175 
Additional JOBS SpondiDl 

Additional Child Care (or JOBS 

0 
0 

100 
70 

670.., 850 
'00 

'60 
670 

2,510 

1,805 

2,320 

1,625 

WORK ProJn.m 
Additional Child Cal'!:: for WORK 

0 
0 

0 
0 

0 
0 

80.. 710 
l2.5 

'90 
365 

710 
330 

S.viql from Child C....nd OLhor BxpoUllioo 0 0 0 (10) ('0) "" (SO) 

Tn.n.itioJlllI Child CU'C 0 0 120 185 255 560 lO' 
BnhIllCW Te<:n C... M'JlIIaemelll 0 20 " " 70 210 190 
SninJ' ­ C....lo.d Reduction 0 0 (l!0) (l50) (190) (520) (28S) 

ADP Fedenl.nd St&te Sy.teEM/Admin Efficiency lO lO 95 210 175 610 '" 
SUBTOTAL, JOBSIWORK lO 15' 1."10 1,865 3,105 6,685 6,285 

SUBTOTAL, JOBSIWORK AND PARliNTALllBSP lO '" 1,170 1,560 2.480 5,465 6,205 

Workiua Poor Child Cu-o (Ceppcd " SIb 
in net tpendin&:), 0 '00 1,000 1,500 2,000 5,000 4.500 

Remov. Two p.",nt (UP) R...trictiODll 0 0 '" '95 1,0<0 2,210 1.160 

COll!pmhelllivo Demonatntion GIWItII 0 lO SO SO SO 200 200 
Non-Cu,todi.1 Parent JOBSIWORK 0 IO " IOJ liO 370 m 
Ac(ua GranlI and Parcnl.illl DemolUtAtiOJlll 20 25 30 30 30 \3l 120 
Child Support Au\lrallCe Dcmollltntiom 0 0 100 200 250 5SO '"IDA and Microcnt&rpri.. Oemonsltatiooa 0 0 100 100 100 ]00 270 

SUBTOTAL. DEMONSTRATIONS 20 " '" '" 610 1.555 1.420 

REINVENTING GOVERNMENT ASSISTANCE 

Slate A"xibi\ity 011 Earnad Ineomc I.IId 

.nd Child Support o; .... '.,.d. 0 0 '" '" 590 1,720 '"O.nanlly Coo(onn Au.t. 10 Food Stampl " 40 " 70 10 ,., 100 
Sct AulO Exclu.iotUl t(l $4500 Equity V.lul 0 0 ]OJ 320 330 m 955 
Dl'lublc Terriwri...• C.plllAdjuJI (or ItiflatiOD 0 0 120 125 125 370 m 
All Othen 00) 225 230 235 245 ,OJ '" 

SUBTOTALRGA (10) 265 1.215 1,3lS 1.360 4,11S 2.830 

ORAND TOTAL 60 1.055 4.175 5.665 7."90 18.445 16,115 

Note t: Pa~nthe"" dcDOO:l "Villi'. 
Nocc 2: Five Year and Ten Yur Fod.ra1 eltimalc' mprucnt 90$ of.lI upcooiturc. c:xeept the (ollowiua: 

bcndiu .... at CLlfftlll matcb rate.; I:hild I\Ippon i. matcbod II ral... specified in the 

hypothetical plllO; .811 comprehonain ckll)ODlU'l.UOlI Jf'IlIy .... matched at loo'Jli. 

Souf\i:e: HHS/A.SPB lllafl' Oaim-tel, The....Ilimalal hav. been lIb.red willi .t&ffwithin RHS and OMB but have 11M bun 

officially l'Cyiewed by OMB. The policin do nol repno..nt. COQICnJU. recommendation oflh. Workinll GrouP co-<:b.lr.. 

http:co-<:b.lr


'rABLB I :-~ARY DBTAn..ED COSTl!STIMATBS {FEDERAL AND STATE} 

FOR 8UiMBNTS OF A WlU.FA.R.E R.£FOIUd PROPOSAl. 
(By tlKll yur, in miillo~ of dol!&nI) 

10Y_ 10 Vou 
T .... ) i'.dettl21'00 '00) ''''' ''''' PAIlBNTAL RBSPONsmnnv 

(25) (25) (2)) (l!) (2)) (210)Mloor Matbmi ~5) 

No> .Ad6itioM1 hnciht tot Addin-l Chi:Wlcn (l7l) (US) (300) Q"') (320) (BUt)('2.15" 
Child Support B:nfore_nt 

~ BNbliIlulwnt (14"') (1,080)(l<IO) ('110) (US) Q"') {3"" (400) 

Bniorumetll (14e1) (44.5) (U5) (040) (1,000) (1,055) (t,553)(".700) 

t,08S'll 130 '" 110 110CtmIII\I.Icf Ct'li1I "'5 

SUBTOTAl., J>A.R.El'ffALltESPONSIBIUIY n,315} (i,~) O.l'5) {I ,660) (1,05.5) (l.aU)~'" 
TfI.Al'ISITIONAL ASSl$1'ANCR rolU)'W1ID BY WOfil( 

,,0 26l l,tOSJOI'IS-~ '.ill 
19(1 .go'" '" ""' 1,070 7,140 6,415Mditl!malIOBS ~ica ''''"" 4,4}0Additlota! Child c..rs fO!' was m l.l 70l -.­"'" ''''' 

10,150t,360 1,650 1,1&0 2.140 2,330 9,13$WORK""'~ 
AddltiofW Child ~ lOr WoaK 62' 7l' as, 1,005 .,ru 4,125 

(150) (190) {3<0, ~')"" (1;215)Savina- fto.m Child Ct... A.nd Oth.r Elplmion (lOO)(I"" 

TruWtiQMI Child c.r. "0 .!S 500 1,580.,Enh.uo::ed Tun Clle M~ent "'1S "" "'" '"Sa\1",1 • C.~!.....d Radul;uon (1,800)(llO) (OW)" (1,tOO)" (1,160)" (1.44<1) ('.090) '" .,17() ('10) (2)) (2))ADP Ftdc~ and S~\.II. S)'~-'Mm.in: El'f'Wkney 900'" 
SUltrofAL,. JOBS/WOR.K '.600 :1,615 3,5lO 4,00':; '.m lS,635 lMSS 

SUBTOTAL,.IOBSJ'WOlU{ AND PA.REJII'TALR&SP ,;no 2,310 2,055 '.44Il 1,S.w 17,580 23,5&0 

W~ Poor auld Cut (C_pptd at S2b 

in !'lilt tpcndin&), 2,080 1,16S l.l5<l 2,340 2,435 14,645'6,271) 

J.emovl Two Pttenl (UP) RMri,aiol'il 1,1'15 l.lU 1,110 1,215 1.145 4,355',260 

, • ,,,,,.C()rn;p~bli:lJ.livc DamonJitouQn Ganll 

NonoClIJlildial ParentJOBSAVORK 

5<l 
U," " t,1SS 1,610 

18S ' '" '" ,. '" '"3()A~'t.. 01"1,1111 an4 ParmtioJ ~tiom. '" 1,350Child Support Alwrec:c DcmowlntKmt 2l<l'" 2l<l'" 2l<l '00 '" • '."'",00 100IDA ,nd }.&f'OMIt#Ipriao o.~ 700'00 100 • '''' 
SUBTOTAL, DEMONSTRATiON! 4,69(). : 4,25572! '6l lOS."'" 


RmNVSNTlNO OOVERJ.o"MIDl"t ASSISTANce 

SUi~ A,mlnty en P... rnod ~tM and 

and Child Support pj,n;&m:la ••895 M9S,,"7. '''' 7> '".. ."" .. .,, Oo:n~"lIy Coo(orm AlRII to Food Stamp. on Limi' "0,'".. ,.. '"Sel Aul<> E:xc1u.ioM to $4500 Equif)' Valw: 2,185 '.m 
tloubk Timuoriu' C.p'IMJutt for Wiauoo ""Il. '"." '"14' ,., 1,060 790.'" 

2.l6S 1,37S"'l 27' 290.... ""'n '" "" 
$lIlrl'OTAL RGA 1,4SO 1,490 I.US 1,570 7,118511.660'.400 

iOJV.NDTOTAL 8,0110 7,81S 1,130 8,105 8,185 58,460 54,nO 
MOle I: hreMtiIMI dtAOl& NvitIJl, 


N1lII:I2: Fiw '(ur ~d TIP feu l'edttjJ .Illfllltel repnMol 901; of.lI tqendirurn uupt Ib6 (QllQwinJ:; 
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TABLE 2:. PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fiscal year, In billions of dollars) 

1995 1996 1991 1998 19\19 
5 Year 

Total 
5¥ew 

Federal 

Cap Enwrg6l1CY Msistance 0.26 0.35 0.45 0.5 0,56 2.12 2,12 

Target Child Care Food Program 0,00 0,00 0,18 0,19 0,20 0,51 0,57 

Conform AFDC to Food Stamps 130% POY, 

Reduco by 1/2 
RQduee by 1/3 

1,30 

0,$ 
0,67 

1,35 
0,66 
0,90 

1 ... " 
0,70 
0,93 

1,44 

0,72 
0,96 

l,SO 

0,75 
1,00 

6,99 

',SO 
4.00 

3,'" 
1,92 
2,58 

Tighten Sponsorshfp and Eligibmty Rules 
for Aliens: 
Make curr~:mt $-year sSt dooming rules 
permanent ar;d extend to AFDC and 
Food Stamps and limit asslste.n¢e to 
PRUCOLS 

Extond deeming poriod to 7 years 
Extend dooming porlod to cffizenshlp 

0,10 

0.11 
0,30 

0,19 

0,33 
0.60 

0,69 

0,70 
1.33 

o.a3 

0,99 
2,03 

0,93 

1,26 
2,56 

2.74 

3.45 
6,eo 

1,85 

2.32 
4,61 

EITC: Denial to l"IOn-resident aliens 
tnfo reporting for 000 personncl 

Gambling 
0.00 0.0' 0,09 0.09 . 0,10 0,32 0,32 

Increase withholding on gambling winnlng$ 
>$50,000 to 36% 0,26 0,12 0.05 0.05 0.05 0,52 0,52 

Withholding rata Of 28% on Ioono, slots, 

and bingo winners> $7.500 
Require Infonnation reporting on 

wlnning$ 01 $10.000+ from gambling 

regardless: of odds (except State lotteries) 

5% excise tax on not rQCQl.pts of gambling 

establi$hments (ilXoopt State lotterie$) 

0,15 

0.01 

0.56 

0.06 

0,04 

0.79 

0,01 

0,05 

o.B3 

0,01 

0.00 

0.66 

0.01 

0,00 

0,91 

0,25 

0,22 

3,95 

0,25 

, 
0.22'1 ,, 

3.95 i 

Other. 
Phase down dependent caro tax credit 

I 

10% for AGI over $70,000 0,09 0,19 0.18 0,16 0,17 0.78 0.18 

,, 
:TOTAL (Deem to Citizen, Full 130%) 
, 

2,93 3.54 4,55 5,39 6.12 22,52 

, 
17.24 



TABLE 2 w PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(BV fiscal year, in bUilans of dollars) 

2000 2001 2002 2003 2004 
10 Yoar 

To"" 
10 Year 
Fodera! 

Cap Emergency Asslstance 

argot Child Car<J Food Program 

0.61 
0,21 

0,65 
0,22 

0,70 
0,23 

0,76 

0,2' 

0,81 

0.25 

5,66 

2,29 
5,(16 

2,29 

Conform Afoo to Food Stamps 130% Pav. 

Roduc& by 1/2 
Reduce by 1/3 

1.55 
0,78 
1.03 

1.61 
0,81 
1,07 

1.67 
OJi4 
1.11 

1,73 
0,87 

1,15 

1,79 

0,00 
US 

19.18 
9,59 

12,76 

8.49 
5,28 
7,03 

TIghten Sponsorship and Eligibility Rules 
for Aliens: 

Make current &year SSI deaml~ rufes 
~ennanent and extend to AF end 
cod Stamps and limit assistance to 

PRUCOLS 
Extend deeming period to 7 years. 
Extond deeming period to dti%QnShip 

Eire: Denial to non-rosldent eiJens 
info reporting fQr 000 personnel 

1,04 

lAO 
2.81 

0,11 

1.14 

1.54 
3,09 

0,11 

1.27 

Ul9 
3,4<) 

0,12 

\,38 

Ul6 
3,75 

0.12 

1,54 

2,06 
4.12 

0.12 

9,10 

lU19 
2:\,95 

0,00 

6.11 

7.99 
15,29 

0,00 

Gambling 
IncteasQ withholding on gambling wInnings 

>$50,000 to 36% 0,05 0,06 0.06 0,06 0.07 Q.Sl 0.$1 
Withholding rate of 28%. on keno, slots, 

and bingo winner'S> $7,500 
RaqUlrQ Information reporting on 

winnings of $10.000+ from gambling 
regardlQ$$ of odds (QX09pt State lotteries) 

0,01 

0,07 

0.01 

0,08 

0,01 

0,08 

0.01 

0,09 

0.01 

0.10 

0.31 

0,64 

0.31 

, 

0,64 : 

I 
5% oxci,", tax on net tooeIpl$ of gambling 

estabilshments (excopt State lotterlos) 0.95 1.00 1.04 1.08 1.13 9.14 i 9.14 

, 
0Iher. 

PhaSe down dependent care true crodlt 
10"- for AGI over $70,000 ,, 

0,17 0.17 0,18 0,16 O,IS 

, 

1.67 

, 
1.01 : 

I 

TarAl (OBOO'l to Cldzen, Full 130%) 6,54 7,00 7.49 6.02 8.59 64,55 4620 

1 



PlIlllI)t, ~$ Child c..a. SO'lli O~ 

Qilld C&:e. 'sOl' D~ md.5<lSL lOA 
50" ~ and 50. lOA 

, 

10,1$0 
u,uro 

""'" 
10,$a& 

H,14O 

13,990 

l1.890 
42,,150 

$O,li5 

16.913 
41,321 

48,650 

2.320 '" 

1,625 

6,18$

'.WS 

4.500 
1,160 

200

,,'n. 

no'" 
1,420 

.., 

.00 
955 ' 
'15 

'" 

2,130 

SUIJ1OTAL. P-ARENTAI.. RBSPONSlBn..rrY 

i1CIW"'"CINAL ,,,'IST*"CI FOLLOWED BY WORK 

6,615

S.'" 
'.0002.210 

200 
,m 
m 
S50 

'00 
1,$$$ 

•.no 

'" '" ,m,
"" ' 

4,215 i 

Effideru:y 

sUlI.TO'TAL, JOBSlWORK 
SUBTOTAl., JOBSIWORKAND P.AI(ENTAL RESP . 

Re.sbklilW 

D.mo~n O'nnlt 

&Ad PUt:ll~ ~tiou 
DOJMn~ 

ASSlSTANc~ 

SUBTOTAL kOA 

t.w 
1,L40 
4.900 

25,6)5 

17.581> 

16,210S.'" 

".
"W 


1,500'" 

700 

..... 

4,gg$ 

." 
1,1&5 
1.060'.2liS 

U,66O 

25,4$5 
13,$80 

l4,645 
4.155 

". 
1,610 

15' 
1."" 

4,2$5 

1,695 

2,18;5 "" '90
1,)15 

1.W ':'" 

',' " . .',' 



TABLE 4· PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fi.cal year. In billions of dollars) 

I".p t::morgoncy ""''''''n08 

Targot Child Care Food Program 

5 Yasr 
Total
,.12 
0.57 

5 Year 
Foderal 

".1" 
0.57 

10 Yo.r 
Total 
".UU 

2.29 

10 Yea.r 
Fed9ral 

~.bU 

2.29 

Conform AFDC to Food Stamps 130% of Pover! 
RDduco by 1/2 
Roduce by 1/3 

6.99 
3.50 
4.66 

3.84 
1.92 
2.56 

19.18 
9.59 

12.78 

8.49 
5.28 
7.03 

TIghlon Sponsorship and Eligibility Rules 
for AliGns: 
Make current 5..yoar SSI deeming rules 
porm.nent and axtond te AFOC and 
Feed Stamps and limit •••I.tance \0 
PRUCOLS 

Extend dooming poriod \0 7 yo.rs 
Extend daomlng panod to oltizenshlp 

2.74 

3.45 
6.80 

1.85 

2.32 
4.67 

9.10 

11.99 
23.95 

6.11 

7.99 
16.29 

EITC: Denial to noowf&sldent aUena 
info ... portlng for DOD paroonn.1 .0.32 0.32 0.90 0.90 

Gambling 
Incmase withholding on gambling winnings 

>$50,000 to 36% 
Withholding rat. of 28% on k.no. slOI$. 

and bingo winners > $7.500 
Requlro Information reporting on 

winnings of $10.000+ from gambling 
regardlos. of odds (exoopt Stet. lotteries) 

5% oxcl•• tax on not recolpts of gambling 
establishments (axcept State lotterle.) 

0.52 

0.25 

0.22· 

3.95 

0.52 

0.25 

0.22 

3.95 

0.81 

0.31 

0.84 

9.14 

0.81 

0.31 

0.84 

9.14 

Other: 
Pha•• down dependent oare tax credit 10% for 

AGI over $70.000 0.78 0.78 1.67 1.67 

OPTION 1 (5 Yr Deeming, No 130% Inoomo Te. 11.47 10.58 30.52 27.53 

OPTION 2 (7 Yr Deeming, l/3rd 130% Incom. T 16.84 13.61 46.19 36.44 

,, 
OPTION:3 (Deem to CitIzenship. 1/2 130% re.t) 19.03 15.32 54.96 42.99 

iOPTION 4 (D.em \0 Citizenship, Ful1130% Test) 
, 

22.52 17.24 84.55 46.20 

" 

" 



APPENDIX: ENDNOTFS 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 JOBSfWORK program. 

2. 	 Medicaid costs and savings from the various proposals are Dot estimated. 

Child Support Enforcement Estimates 

1. 	 The costs for the noncustodial parent JOBSIWORK 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 representmg 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. 

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

3. 	 Parents who have a child under one (or under 3 months, if conceived after the initial welfare 
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_ 

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

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

6. 	 The cost estimate assumes that all nan~eferred 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. 

7. 	 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 CPl). Approximately 20,000 and 165,000 WORK slots would be 
required in 1998 and 1999, respectively. 



8. 	 The JOSS and WORK cost estimates do not consider the potential impact of child support on 
the size of the caseload. 

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

T.... Co.. M....g......t ond JOIIS-Prep Cost ,,"timates 

t, 	 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 FY. 
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. Consequently, the estimate employs~ as a proxy fot a 
JOBS case management cost per participant number. a figure calculated using data from the 
welfare-to·work demonstrations of the 1980s (San Diego I and 8altimore options). 

The additional cost of comprehensive case management fur 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. 

2. 	 The JOBS-Prep cost estimate presumes thlIl JOBS-Prep services will be provided ro 20 percent 
of those in the JOBS-Prep program. A. States currently serve only 16 percent of the non­
exempt caseIoad in the JOBS program, it is plausible to suppose that States win not serve a 
significantly higher percentage 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, life skins training and substance abuse treatment). so arriving at a cost per participant 
lignre fur the program is difficult. 

Por purposes of the estimate, we assume that States will not provide services su-ch as 
vocational rehabilitation In the JOBS-Prep program. JOBS-Prep services will coosist 
primarily of case management and referralw external service providers, Many persons in the 
JOBS·Prep program have disabilities, although most mothers of children uuder one do not. 
The cost estimates assume that a fairly intensive level of case management would be required 
for a small percentage of peuons in this program. 

The cost per JOBS-Prep J"Il'licipant fignre represents a level of case management more 
intensive than that in the current lOBS program but not as intensive as the level provided in 
the Teen Parent Demonstration. The number is arrived at by multiplying the Teen Parent 
Demonstration case management figure by .75. 



L 

Child C .... FstIm.t.. 

These estimates reflect the child care costs associated with the phase-ln asSUmptiOl1.IIO described 
above und.r JOBS and WORK. 

2. 	 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. 

3. 	 There is no sliding scale fee foc services included in this estimate because no decisions have 
been made about scales. 

4. 	 We assume that approximately 40 percent of all AFDC familiea participating in lOBS and 
WORK will use paid child care. 

5. 	 We assume that Transitional Child Care eligibl .... who are pbased inlOlOBS will have a 
phased in utilization rate which will peale at 37$ in FY 2000. 

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

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

No Additlonal Benefits for Addltlooal Child...., 

I. 	 The estilrurte as,umes a State option policy where States reprcsandng 33 p_t of the 
affected easeload adopt. cap for benefits for new children. 

Z. 	 It is assumed that States would reduce the monthly benefit by $63 for each child (after the 
first) born whil. the moth..- was receiving AFDC. 

l. 	 The cost for elbuinating the spocial eligibility requirements for two--parent families is based 
upon estimate., from the TRIMZ model employed'by the Urban Institute. These estimat<s ani 
corroborated by estimates from the Food Stamp Quality Control data and tabulations from the 
Survey of Program Participation (SlPP). 

2. 	 The cost assumes that the full impact of the proposal will not occur until the third year of 
implementation. On 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 implemented programs for two-parent families subsequent to the 
family support act. 



3. 	 The estimates reflect that roughly 60 percent of the two~parent family caseload is in states 
where demonstrations bave been implemented or are planned. therefore reducing the costs of 
this proposal in the first five years. 

Set Auto Ilxcluslons to $4500 Equity Value 

I., 	 The cost fur this proposal re11ects impacts in the Food Stamp Program only; it is assumed that 
the policy will be changed in the AFDe program via regulation. This regularory policy will 
have a federa! cost of $315 milion over 5 years and S!.l billion over 10 years, 



, ,, 

" .c' 

, 
" 

,"" 

,." 

,.'I' , 

. , 

" ... 
,- i' 

\:: '" 
, 

-,', '. . -'', 

" '.' 
" 
'" ->', 
:~.--: , 
.,':: 
<, 

!2!4 WlIunJliftH, Jj,jJ H,r.,1l1IDi 1i'11f' $;vm 

".", 
, 

,' 



PRELIMINARY WELFARE REFORM PROPOSAL 

TABLE OF CONTENTS 

ANEWVISION ., ................................. , .... ,., ...... ,. I 


PREVENTING TEEN PREGNANCY 'AND PROMOTING PARENTAL RESPONSIBILITY '" 9 

PREVENTION AND REDUCING TEEN PREGNANCY ,., ••• , ...•.• , .. ,.,' 11 

CHILD SUPPORT ENFORCEMENT ., •• ', ••• , • , , , ....• , •••...•• , •• ' ., 14 


MAKINGWORKPAY/CHILDCARE .•• , ...• , •.... , .••. , ..... , •. , ... ,.,.,22 

IMPORTANCE OF EITC, HEALTH CARE REFORM AND CHILD CARE .• , ••. ,' 22 


TRANSmONAL ASSISTANCE FOLLOWED BY WORK •• ,.', •••• , •.. , .••••. , .• 26 


TRAINING, EDUCATION, AND PLACEMENT - THE lOBS PROGRAM ••• ,,'.'. 31} 


TIMELIMITS ••.. , ..•. , .•.... ".,.,.,., ••. ,."',,., .. ,., .. ,.35 


FULL PARTICIPATION, . , , , , • , .. , . , ., , , .. , .•. , , . , . , , . , . , , , .. , •. 29 


WORK .. , .•........•••... , ...•.. , ....... , .......•..... ,.,. 37 


REINVENTING GOVERNMENT ASSISTANCE •••.. ".,.,.," .',., •••.. ,'".,.42 

COORDINATION, SIMPLlFlCATION AND IMPROVED INCENTIVES IN INCOME 

SUPPORT PROGRAMS .•••.• ,", .••. , ..... ,., •...•..•.•..•. ,'" 42 

PERFORMANCE BASED SYSTEM, , , •••••••• , , •••• , .• , • , , •... , •••. , 47 

ACCOUNTABILITY, EFFICIENCY AND REDUCING FRAUD. , . , , . , , , . , .•••. 48 


CONCLUSION ...... , ..... , .... ,., .......... ' ................... ,. SO 


GLOSSARY .,., •.••••..••.• , .•..••... , ....•.. , . , . , , ••. , . ' . , .. , . , • 51 


BACKGROUND INFORMATION ON THE AFDC PROGRAM •..•...•••..•...• ,' •. 53 




March 21. 1994 

PRELIMINARY WELFARE REFORM PROPOSAL 

A NEW VISION 

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 W()rk: are often 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 caleulation and writing checks. The culture of welfare offices 
seems to create an expectation of dependence rather than independence. Noncustodial parents often 
provldellWe or no economic or social support to th. children !hey parented. and single-parent 
families sometimes get welfare benefits and other services that aTe unavailable to equally poor two.. 
parent families. One wonders what messages this system sends to our children about the value of 
hard work and tbe importance of personallilJld family responsibility, 

This welfare reform plan is designed to give people back the dignity and control that oomes from 
work and independence. It is about reinforcing the values of work, family. opportunity and 
responsibility. The current system pays cash when people lack adequate means to provide for their 
families. We propose a new vision aimed at helping people regarn the mearis of supporting 
themselves and at holding peopJe responsible for themselves and their families. The proposal 
emphasizes !hat work is valued by making' work pay, It signals Ihat people s.ould not have children 
until they are ready to suppon them. It stresses that parents-both parents-have responsibilities to 
support their children. It gives people ~ to the skills they need. but also expects work in return. 
1t limits cash assistance to two years and then requires work, preferably in the private sector, but in 
community service jobs jf necessary. Most important, it requires changing the culture of welfare 
offices. getting dlem O\It of the business of writing checks and into the business of finding people jobs 
and giving them tbe skills and support to keep those jobs, 

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

MAJOR ELEMENTS 

Parental RfsponsiblHly 

If we are going to 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 to 
ensure that real opportunities ate available for young people, and they must teach young people that 
men and women who parent children have respOnsibilities and should not become parents until they 
are able to nurture and support their children. We also need to make it clear that both parents have 
responsibilities to support their children, Our proposal calls for: 
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Prevention. 

A national campaign againsllten pre81Ul11CY. which sets clear goals of opportunity and 
responsibility (or youth, and draws on all segments of society and government. 

ResponsibUilies of scluml..age families receivmg assistance. Teen parents will be required to 
finish school. 

Learnlngfrom prevention apprcoches lhat pro_e responsibility. 

RespollSibleflvnUy pI_InG. Expanded resources and support for family planning. 

Requiring minor mothers to live at home, with their parents or a responsible adult-not receive 
a. separate cheek fur setting up a separate household. 

Slate option to limit additional benefitsfor additional cIIlldren conceived bY porents on 
we!fiJre. 

Supporting \WQ:Daren\ famUies. 

End rules whlcll discriminate ogolrost two-porent f"",nles, The l(J().bour rule and quarters",r· 
work rule which apply only to twol'arent families would be repealed. 

;Child sunnQtt enforcement. 

Universa! paternity estabJl,wnt. preferably in the hospital, Strict penalties for women 
seeking AFDe who do nut cooperate in identifyiug and finding the father. Serious financial 
incentives to States that do not establish paternity once the mother has cooperated. 

Central child sapport registries In every State. to track payments and take prompt action when 
money isn"t paid. 

A national registry ofclllId sapport awards and a national registry 0/ new hires ~3Sed on W4 
reporting SO that delinquent noncustodial patents can be tracked quicldy and easily across 
State lines. 

Regular apdallng ofQW(Jrds, 

New measures 10 penalize IMse wha refuse to pay-from license suspension to IRS 
enforcement. 

A new program o/requlred"",,* and traInlngfor men wha owe clllId ,apport and/ali 10 pay. 

Demonstrations ofporendng and access programs and chUd SU{Jport assurance. 
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Support 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 dtild care than working poor families. This 
plan is designed ro help families support themselves by going ro work-not staying on welfare. The 
key clements are: 

Earned Income Tax Credit mITel. The expanded EITC makes it possible for Jow~wage workers to 
suppon their families above poverty_ Efforts win be made to help families receive the EITC on a 
regular basis. 

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

Cbild care for the workine; poor. In addition to ensuring child care for participants in the transitional 
assistance program and fot those who transition off welfare. dtild care subsidies will be made 
available- to Jow~income working families who bave never been on welfare but for wbom assistance is 
essential to enable them to remain in. the workforce and ()ff welfare. 

Replacing Weir"", with TransiUonal Assistance and Work 

We do not need a welfare program built around writing welfare checks-we need a program built 
around helping people get paychecks. We need to transform the culture of the welfare bureaucracy to 
convey the message that everyone is expected to move toward work and independence. We envision 
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 
contract that spells out their (lbligations~ as well as what the government will do in return. Our 
proposal calls for: 

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

A reformed lOBS Droaram, The fucus of the welfare system must he changed from a system focused 
on writing: checks and verifying circumstance 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 CoIII'act. In order to receive assistance, people will have tl! sign a 
personal responsibility contract that spells oul their .responsibilities and opportunities. and 
develop an employability plan to move them into wort :as quickly as possible. 

3 




lob Search FIrSt. Most recipients will go through supervised job search as the first step of 
their employability plan. Anyon. taking part i. the lOBS program will be required to take a 
private sector job if offered. 

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

IntegratJon with mainstream education and trainlng prog1"(UlU. We should not have a separate 
system for welfare recipients; it Otlght to be integrated with new and existing programs jn the 
community. 

Emphasis o. worker support once a persan Is placed In Djob. The most effective programs 
do more than try to find someone ajobt they offw help so that person can keep the job. 

Iim~ limill!. Individuals woo are able to work will b. limited to two y.... of cash assistance. Most 
people wiJi be expected 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 limit. Extensions would be granted 
in a limitoo number of cases such as those who need to complete high school, or people who need 
more time because of language barriers. 

A WORK mo.ram, Those people who are still uuabl. to fInd work at the end of two y.... will b. 
required to work in a private sector. community service or public sector job. Instead of welfare. 
States would be ••pected to provide jobs for those who have ..bausted tIleir time limit and cannot 
find unsubsidized private sector work:. Key elements of the WORK program include: 

Wo,*~ 1UJl worlrfartt. States would be e<tpected to place persons in subsidized jobs which pay 
a paycheck, Recipients would have the dignity and responsibility that comes from a real job, 

Flexible. community.-based 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 locallXlmmunity organizationst or in public service employment, 
The program will bave close link., to the local community. 

Strong private sector emphasis. The strong erepbasis wm be on placing people i. subsidized 
private sector placements thst will lead to unsubsidized work, 

Nl»I-liispUu;iflgJobs, Th",. jobs will be designed to avoid displacing existing work"". 

KeepIng Slt1)lS In the WORK program short. To discourage long-term staY" in the WORK 
program, tile plan includes limits on the duration of anyone placement, frequent job search 
requirements+ no EITe for those in subsidized work slots. and a comprehensive reassessment 
for people after two placements, 

Special ruJesfor places with high unemploymefll. Places with very high unemployment may 
be granted special exemptions and given added financial support. 

4 




Dollar cap, on the JOBS and WORK programs. To control costs, these programs wHl be 
capped entitlements. with fixed doJlar amounts designed to meet the projected case1oad. 

Reinvenling Government Assistanee 

A major problem with the current welfare system is its enonnous complexity and inefficiency. It 
consjsts 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 envirooment. 

The real work of encouraging work: and responsibility wiH happen at the State and iocallevels, The 
Federal government must be clearer about stating broad goals and give more tlexibUity over 
implementation to States and localities, Our proposal calls for: 

Coordinatjoo. sjmoJification and improved incentives in income supPQa procrams. The administta~ 
tive and regulatory program structures of AFDC and food slamps will be redesigued to simplify and 
coordinate rules and to encourage work, family formation and asset accumulation. Changes include: 

AllowfamUles to own a reliable automobile. CUfTent 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 ArDC and Food Stamps. 

Allow Slates 10 reward work. Current law requires States to reduce beneftts by $1 for each 
$1 earned. The propOsal would give States the flexibility to reward work. 

Allow families to aCCflllUdate savings. The proposal would allow families to set up Individual 
Development Acoounts which could be used fur specific purposes without losing eligibility. 

A pedormance-hased SystemL 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. 

AtcQUntability. eftjcien~ and reducing fraud. The plan caU& for significant expansions in the use of 
tecltnology .n<! tracking systems 10 ensure accountability, efficiency and fraud reduction. Among the 
advancements would be: 

A narlonwidl! 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 benefill! in two jurisdictions simultaneously. 

State tracking systerru whichfollowpeap/e In the JOBS and WORK programs. These systems 
will ensure that people are getting ac<ess 10 what they deserve and that they are being held 
accountable if they are failiog 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. 

5 



The Impact of Reforms 

Making all these cbanges 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 dear message that we are ending welfare for the next generation. The attached tabJes ate 
based on starting with tlte youngest third of the projected caselQad-persons born after 1971. who will 
be age 25 and under in 1996 when the new system is: implemented, 

Starting with that oobort of people, the system will be transformed. Anyone born aller 1971 who is 
on welfare today~ and anyone born after 1971 who enters it subsequently. will face new opportunities 
and respoosibilitics. By the year 2004. Illi' group will represent over 60 percent of the projected 
caseload. as older whorts leave and new persons born after J971 enter, States wanting to move 
faster would ha'Ve the option of doing so. 

Table 1 irulieares the number of persons in vario.. parts of Ille program by year, assuming this 
ph.....in. Note that because Ill. States will need up to two years to pass legislation and implement 
Illeit systems, the program would oot begin fully uMillate 1996. Thus, IT 1997 is the first full year 
of implementation. The initial lOBS 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 wheo people begin to hit the limit (FY 1999), rising to roughly 540,000 
by FY 2004. 
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TABLE 1 


PROJECTED CASELOADS UNDER A IIYPOTHEI1CAL PROPOSAL, 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971 

FYI997 FY 1999 FY2004 

Projected Adult e .... With Parent 
Born Aft... 1971 Without Reform 

1.43 million 1.93 million 3.34 million 

Off welfare with Reform 
(Health reform after 1999. EITe. 
Child Care, JOBS. WORK, etc.) 

.04 million .08 million .81 million 

Program ParIlcipanis 1.39 million 1.85 mllilo. 2.53 mllDon 

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

JOBS Participants .74 million .89 million .92 million 

WORK Participanls .00 million .17 million .54 million 

JOBS-Prep-dis.bilitylage limils work .24 million .31 million .44 million 

JOBS-Prep-severely disabled child Jl6 million .06 million .08 million 

JOBS-Prep__ing 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. sinee it is difficult to make caseload projections or to determine the 
impact of WORK requirements .n behavior. Figures for FY 2004 also assume bob.viotal 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. Thi' follow< the pattern of State implementation under the 
family Support Act. 
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Table 2 shows the impact of these cbangeo for the phased.in cascload over the next 10 years, 
compared with what we pro1ect would be the caseload without welfare reform and health refonn. 

Under the plan, we will go from a situation where three-quarters: of the persons are coUecting welfare 
and doing nothing in return-neither working nor in training-tQ a situation where tbree-quarters are 
either off welfare. working with a subsidy, or in time-limited training. Oruy those unable to work are 
outside the time limits, and even these persons win have greater apectations and opportunities under 
the proposed system. In addition, we expect the reform proposal to significantly increase paternity 
establishment rates. to increase chUd support payments and to lower child poverty. 

TABLE 2 

Projected Welr.re and Work Status ror Persons Born .rter 1971 
Who Woold Have Been .n Welfare Wilbout Refonus 

FY 2004 ­ Without Reforms FY 2004 ­ With Health and 
Welfare Reforms 

Working with Subsidy; 1. 
Mandatory Education, Training 
or Placement; or Off Welfare 
with Reforms 

23% 74% 

Not Working; nor In manda~ 
tory Education, Training or 
Placement 

77% 26% 

TOTAL 100% 100% 

Transforming the social welfare system to one focused on work and responsibility will not be easy. 
There will be setbacks. We must guard against unrealistic expectations. A welfare system whlcb 
evolved over 50 years wUl not be transformed overnight. W. must admit that we do not bave all the 
answers. But we filUM not be deterred from making the bold and decisiVe actions needed ro ~cate a 
system that reinforces basic values. 
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PREVENTING TEEN PREGNANCY 
AND PROMOTING PARENTAL RESPONSffilLITY 

Poverty. especially longNtenn poverty. and welfare dependency are often associated with growing up 
In a on... parent family. Although most single paren .. do • heroic job of raising thelt children, the 
fact remains that welfare dependency could be significantly reduced if more young people delayed 
childbearing until both parents were ready to assume the responsibility of raising children. Cases 
headed by unwed mothers accuunted for about four-fifths of the growth of 1.1 million in the welfam 
rolls over the past ten years, from 3.86 million families in 1983 to 4,97 ntillion families in 1993. 
Beginning in 1990, the rate of children on AFDC born to never~married mothers .accelerated 
dramatically. 

Teenage pregnancy is a particularly troubling aspect of this problem. Teenage birth rates have been 
rising since 1986 because the trend toward earlier sexual activity bas resulted in more pregnancies. 
According 10 the Annie E. Casey Foundntio•• almost 80 percent of tho children of teenagers who had 
that child befure they graduated from high schoo! aad married live in poverty. In contrast, less than 
g percent of Ihe children of young people who deferred childbearing until they graduated from higb 
&<:hool~ were twenty years old, and married are living in poverty. Teenage childbearing often leads to 
school drop-oot. which results in the failure to acquire the education and skills that are needed for 
success in the labor market. The majority of these teenagers end up on welfare. and according to the 
Center for Population Options the cost to taxpayers is about $34 billion to assist such families begun 
by a teenager. 

Both parents bear responsibility for providing emotional and moral guidance, as wen as economic 
support 00 their children. Teenagers who bring children inoo the world are not yet equipped 00 
discharge this fundamental obligation. If we wish to mom welfare and put children first, we must 
fmil 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 until you 
are able 00 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 wilh the child. In spite of the concerted efforts of Federal. 
State and local govenunents to establish and enforce child support orders, the current system fails: to 
ensure that chUdren receive adequate support from boIh parenIS. Recent analysis by the Urban 
Institute suggest that the potential for child support collections exoeads $47 billion per year. Yet only 
$20 billion in awards are currently in place, aad only $13 billion is actually paid. Thus, we have a 
potential collection gap of over $34 billion. 

The system soads urunistllkabl. signals: all too often noncustodial parents are not held responsible for 
Ihe children they bring inOO the world. Less than half of all custodial parents receive any child 
support, and only about one third of single mothers (mothers who are divorced, separated. or never 
married as opposed to remarried) receive any child support. Among never-married mothers, only IS 
percent receive any support. 'The average amount paid is just over $2~OOO for those due support. 
Further, paternIty is currently being established in only one third of cases where a child is bom out of 
wedlock. 
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The child support problem is principally threefuld. First, for many children born out of wedlock, a 
child support order is never established. Roughly 57 percent of me 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 cltUdren born out of wedlock. Second, when awards are established~ they are 
often too Jow. are not adjusted for inflation. and are not sufficiently correlated to the earnings of the 
noncustodial parent, FuUy 22 percent of the potential gap ean be traced to awards that were either s.et 
very low initially or never adjusted as incomes changed. Third, of awards that are established. the 
fun amount of thUd support is not paid in half the cases. Thus the remaining 21 percent of the 
potential collection gap is due to failure to collect full awards in place. 

For children to achieve real ecooomic security and to avojd the need for welfare. they ultimately need 
support from both parents. Under the present system. the needs~ concerns and responsibilities of 
noncustodial parents are often ignored. The system needs to focus more attention on this population 
and send the message that "fathers matter". We ought to encourage noncustodial parents to remain 
involved in their children's lives-not drive them further away. The well-being of children who live 
only will! one parent would be enhanced if emotional and financial support were provided by both of 
meir parents. 

The ethic of parental responsibility is fundamental. No one should bring a child into the world until 
he or she is prepared to support and nurture that child. We need to implement approacbes that both 
require. parental responsibility and belp individuals to exercise it. To this end, we propose a multi· 
part strategy. We propose a number of changes to the welfare and thUd support enforcement systems 
to 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 leaders 
and institutions in this effort. We need to encourage' responsibJe family planning, Government has a 
role to play, but the massive changes in family life that have occurred over the past few decades 
cannot be dealt with by goverrunent afone. We must not only emphasize responsibility; we must 
break: the cycle of poverty and provide a more hopeful future to our communities. 

PROPOSAL 
. 

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 to end welfare dependency is to 
eIiminate 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 T .... Pregnancy 

• National mobilization for youth opportunity and responsibility 

• Responsibilities of school-.age parents receiving cash assistance 

• 	 Encouragements for responsibJe 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 

demonstrations 


• 	 Enhanced responsibility and opportunity for 

noncustodial parents 


PREVENTION AND REDUCING TEEN PREGNANCY 

National Mobilization ror 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 lead 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 Dot-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 pregDancy 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 
infonnation such as model programs is provided and serve as a focal point for coordinating the range 
of federal programs across program and departmental lines. 

Challenge Grants to Middle and High Schools in High Poyerty Neighborhoods. Provide challenge 
grants to approximately 1000 middle and high sebools located in high 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, inc~uding abstinence education, and other activities to develop mutual respect of 
peers of the opposite sex and parenting skills. 
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Second, "B. the BEST (Building _ial Sltills fur Tomorrow) You Can B. Partnerships for 
Disadvantaged Youth" would provide federal "glue" money to fonn long~tecm. institutional partner~ 
ships between these targeted schools and broad-based consortia of employers, commuDity-based 
organizations, churches. colleges and universities. It would to encourage the development of targeted 
schools as broader community centers; establish )ong....erm mentoring. tutoring, coaching and other 
youth-adult relationships; provide education. training and support to youth to take responsibility for 
their own Jives; and provide information about educational, training, entrepreneurial and work 
opportunities. 

These ehallenge grants can be used t<> leverng......ingful partnerships for targeted sehoots and 
community consortia across the country. In ail of these targeted efforts, older teens and young adults 
who are succeeding in schoolt on the job or in business can be major participants and important role 
models for their younger peetS. 

ResponsibiUU.. or Sehool-Age Parents Receiving Cash Assis...... 

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

MinQr mothers live at home. We propose requiring that minor parents live in a household with a 
responsible adult, preferably a parent (with certain exceptions, such as when the minor parent is 
married or if there is a danger of abuse to the minor parent). Current AFDC ~es permit minor 
moUters to be Radult caretakers" of their own children. We believe that having a child does not 
change the fact that minor mothers need nurturing and supervision themselves. and they would be 
c(,.sidered children-not as heads of household. Under current law, States do have the option of 
requiring minor mothers to reside in their parents' household (with certain exceptions), but oruy five 
have included this in their State plans. This proposal would make that option a requirement for all 
Stat... 

Mentodng by older welfare mothers. We propose to aUow States to utilize older welfare mothers to 
mentor at-risk: school-age parents as part of their community service asSignment. This model could 
be especially effective in reaching younger recipients because of the erodibility, relevance and 
personal experience of older welfare recipients who were once teen Dl(}thers themselves. Training 
and support would be offered to the most promlsing candidates for mentoring. 

Tarzeting schoo1=Wre narents. We would ensure that every sehool~age parent or pregnant teenager 
who is on or applies for welfare enrolls in the JOBS program, continues their education, and is put on 
• track t<> self-sufficiency. Every school-age parent (male or female, cos. bead or not) would be 
required In participate in lOBS from the moment the pregnancy or paternity is established. All JOBS 
rules pertaining to personal responsibility contracts, employability plans, and participation would 
apply to teen parents. We propose to require case management and special services, including family 
planning counseling. for these teens. 

State ODtions for behavioral incentives. We propose to give States the optwn to use monetary 
lncentives rombined with sanctions as inducements to remain in school or OED class, They may also 
use incentives and sanctions to encourage participation in appropriate parenting activities. 
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Ilnrouragements for Responsible Family Planning 

Responsible parenting requires access to information and services designed to discourage early sexual 
behavior and prevent pregnancy. We propose the following: 

Increased funding for family Dlanning services through Title X. Responsible family planning requires 
that family planning services be avaHable for those who need them. A request for increased funding 
fur Title X was included in the FY 1995 budget submission. 

EruDilX CaDS, We would give States the option to limit benefit increases when additional chUdren are 
oonceived by parents already on AFOe, if the State ensures that parents have ~ to family 
planning services. Non-welfare working families do oot receive a pay raise when they have an 
additional child t even though the tax deduction and the EITC may increase. However, famllies on 
welfare recelve additional support because their AFDC benefits increase automatically to include the 
needs of an additional child. 

Some States have requested waivers to implement this policy, arguing that they would reinforce 
parental responsibility by keeping AFDC (but not food stamps) benefits constant wben a child is 
oonceived while the parent is on welfare. The message of responsibility would be further 
strengthened by permitting the family to earn more or receive more in child support without penalty 
as a substitute for the automatic AFDC benefit increase under current Jaw, Others argue that there 1S 
no evidence lila, lIley deter births, and lIlat lIley deny benelilli to needy children. The value of Ill. 
benefit increase could be viewed as similar to the value of the tax deductions and BITe increase ror a 
working family that bas an additional chUd. (The tax deduction and EITC increase for the second 
child is worth $1,241 at the $20,000 income leve!; the tax deduction is worth $686 at $60.000. 
AFDC benefilli incr.... $684 per year for Ibe secood child in lIle median Stlte; including food stamps 
incr_ benefits by $1,584.) 

Learning rrom Pr.....d.n Approaches thai Prom.t. Respon<ibility 

Changing the welfare system by itself is insufficient as a prevention strategy. For the most part. the 
disturbing social trends that lead to welfare dependency are not eaused by the welfare system but 
reflect a larger shift in so<:ietal mores and values. Teen pregnancy appears to be part of a more 
general pattern of high-risk behavior amoog youth. 

The Administration is developing several initiative..o; that aim to improve the opportunities available to 
young people and to provide alternatives to high·risk behavior. The School-«>-Work initiative, for 
example. would provide opportunities for young people to combine school willl work eJ<perieru:e 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 prevention, especially on yo.1Il in disadvantaged neighbor- . 
hoods. Initiatives like those are aimed at raising aspirations among young poopie wbo might 
olllerwise become parents too early. 

In addition, we ought to direc! some attention specificaliy to preventing teen pregnancy. The basic 
issue in designing a prevention approach is to balance the magnitude of the problem with the paucity 
of proven approacll.. fur dcaling willl it. We need a strategic approach lila! dev.lops and funds snme 
substantia] demonstration programs, and evaluates them for their potential to be mote broadly 
effective. 
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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 people 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 sk.ilIs 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. 

Rationale 

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. 

ClllLD 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, wbether 01' not the mother is currently on welfare. Voluntary acknowledgement 
procedures would be expanded and simplified. 

Clear ResoonsibjJity. The responsibility to establish paternity for out-of-wedlock: births would be 
clearly defined. Mothers win be required to cooperate in establishing paternity prior to receipt: of 
welfare. A new stricter cooperation requirement will require the mother to provide both the name of 
the father and information sufficient to verify the identity of the penon named. Good cause 
exceptions would be granted under only very limited circumstances. In turn. the States will have a 
clear responsibility to establish paternity when the mother has fully cooperat{i(), We propose that the 
States be held fully ....pollSibl. ror the cost of b.nefits paid to mothers who bave coopel'llled fully but 
for whom paternity has not been established within a strictly defined time frame. 

StUdID'lJine the Paternity Establishment Process. The legal process fur establishing paternity in 
contested paternity cases will be streamlined so that States can establish paternities more quickly and 
efficiently. 

RlltiOllllIe 

Paternity establishment is the first crucial step toward securing an emotional and financial connection 
between the father and the. child. Recognizing the critical importance of estabHshlng paternity for 
every child, the Administration has already Jaunched a major initiative in this direction by the passage 
of ilHmspitaI paternity establishment programs as pan of OBRA 1993. Research s._ts that the 
number of paternities established can increase dramatically if the process begins at birth or shortly 
thereafter. 

The proposal includes twO important steps to further this effort. One is to reward States for paternity 
establishment in all cases l regardless of we1fare status, through perfonuance based incentives. In 
order to do so. we will implement a paternity measure that is based on the number of paternities 
established for III cases where children are born to an unmarried mother. Second, outreach and 
public education programs aimed 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 bas real consequences. For young fathers, this means that parenting a 
child will have real financial consequences for the support of t.lJat d'lH~. 

There are many different points of view about why paternity establishment rates are low. Agencies 
rom.times point to mothers and say they are not cooperating. Mothers point to agencies and claim 
they often want to get paternity established but the system thwarts their efforts. 

We bave enougb information to know that cooperation is oot the biggest reason that paternity 
establishment fates are so low, ~ome States are able to do very welt in establishing paternity. while ' 
other States with similar caseload, are doing very poorly. Several paternity establishment projects 
have showed a remarkably high percentage of cases wbere the name and other Identifying infonnatioD 
is provided by the mothers. But.. while cooperation may not be the biggest problem, we do know that 
cooperation is a problem in some cases. 

One of the reasons that cooperation can be a problem is that ·cooperationM can be bard to define. If 
the mother say' that she doesn't know who the father is or "' think the father is lohn Doo. 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 bolb Ibe parents and Ibe 
agencies, In order to do so, we intend to bold 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 
die fadler. The process for determining cooperation will also be changed. "Cooperation" will be 
determined by the child support worker, rather than the welfare caseworker. through an expedited 
process that makes a determination of cooperation before an applicant is allowed to receive welfare 
benefits, 

In tum, we also expect more of Stale child support enforcement offices. If die mothers provide 
verifiable information about the father. it is reasonable to require State agencies to establish paternity 
within strict timeiines .. If the State does not, it will face a loss of federal money for funding benefits 
paid. 

Finally) jf we are going to expect States to estabJish paternity in more cases~ they need to have the 
necessary tool. - in the form of streamlined legal processes - that are used by die most successful 
States. Scientific testing ror paternity has now become extremely accurate, yet the legal process in 
many S~ falls to take full advantage of this scientific advancement. We believe agencies ought to 
be able to order paternity tests and process routine cases without baving to resort to the courts at each 
step in the process. 

Ensure Fair Award Levels 

National Guidelines Commission. A National Guidelines Commission will be established to study and 
report to Congress on the adequacy of award levels, the variability of award levels, and the desirabil­
ity of national guidelines, 

Updating of Awards, Universal, periodic updating of awards will be required so that all awards 
closely reflect the current ability of the noncustodial parent to pay support. States need 10 estAblish 
simplified administrative, as opposed to legat, procedures to update the awards. 

ChUd SUDDOrt Distribution. Rules governing the distribution child support payments will be changed 
so that they strengthen 
families and assist families making the transition from welfare 
to 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 traeed to awards that were either set very low initially or are never 
adjusted as incomes change. All States are required to bave guidelines for setting award levels, but 
Ibey vary considerably. There is also disagreement about Ibe adequacy of Ibe existtag guideline 
award levels. This is an aroodlat clearly Deeds more study. Under Ibe proposal,. National 
Guidelines Commission will be established to make recommendations to the Administration and 
Congress. 

The main problem wilb the adequacy of Awards, bowever, i. not the level at which Ibey are initially 
set but rather the failure to update awards as the cirtumstances of the parties: change. The 
noncustodial parent's income typically increases after lb. award is set, while inflation reduces the 
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value of awards. Updating would typically increase awards -over time. There ate also advantages to­

updating for the noncustodial parent who loses his job or experiences a legitimate drop in earnings, 
Their awards should also be adjusted SO 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 IV-D cases at the request of the parties. This was a start, but it did not fully deai 
with the problem. First. many States find that updating awards is a strain because they are relying on 
a time consuming eourt-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 Jaw 
as is now exists is that modification of awards is not automatic, and thus some women fear 
intimidation. abuse. or unknown consequences of just "rocking-me-boat." Under the Administr­
ation's proposal, the burden for asking for an increase. if it is warranted, win be lifted from the 
mother and it would be done automatically. 

Finally, present distribution rules often make it difficult to leave welface because arrears payments 
first go to cover Sc.te costs before being avaUable to the family. Changing the distribution and 
payment rules so that pre- and post-AFDe arrears will go to the family first if the family has Jeft 
AFDC will assist people in making a successful transition from welfare to work. The other proposed 
change in this area will encourage family unificati<m by allowing families who unite or reunite in 
marriage to have any child support arrearages owed to the State forgiven under certain circumstances. 

Coil"'" Awards that are Owed 

Central Registries. A central registry and centralized collection and disbursement capability wilt be 
required in all Stat... States will be abl. to monitor support payments and take apprupriate 
enforcement actions immediately when support payments are missed. Certain routine enforcement 
remedies will be: imposed administrativeiy 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 b. provided to implement new technologies. Enhanced fuoding will also be used to 
encourage States to run fully centralized Stale programs. 

Interslate Enfurceme!ll. A Federal Child Support Enfurcement Clearinghouse will be established to 
track parents across State lines and to improve oonections in interstate cases. The Clearinghouse will 
include a National Directory of New Hir.. so that wage withbolding could be instituted in appropriate 
cases from the first paycheclt. Th. adoption of the Unifonn Interstate Family Support Act (UIFSA) 
and other measures will be required to make procedures in interstate cases more routine. In addition, 
the IRS rol. in full collections and tax refued off_ will bu strengthened. and a«ess to IRS income 
and asset information will bu expanded. 

Tough Ilnfu=ent Tools. States will be provided with the enforcement tools Ibey need to crack 
down on those noncustodial parents who otherwise find ways to avoid payment of their support 
obligations. States will 'ave the authority I<> revoke driv ... and professional licenses for those who 
refuse to pay the support they owe. States will bu able to make frequent and routine matches against 
appropriate data bases to fiod location, asset. and income Information on Ibo.e who try to hide in 
order I<> escape payment. The Federal fuoding and incentive strllcture will bu ch3llged in order to 
provide the necessary resources fur States to run gtX)d programs~ and performance-ba.')ed incentives 
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wiU be utilized to reward States for good perfonnance. Incentive payments must be reinvested back 
into the child support program. 

Centra.! RC2.istries. Enforcement of support is handled by State and local [V·D agencies, with 
tremendous State variation in terms of structure and organization. Cases are too often handled 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 one. And even routine enforcement measures often require individual case 
processing: rather than relying upon automation and mass case-processing. 

When payments of sUpPQrt by noncustodial parents or their employers are made now. they go to a 
wide variety of agencies. institutions and individuals. As wage withholding: becomes a requirement 
for a ~arger and larger segment of the noncustodial parent population, the need has grown for one 
central State location ro collect and distribute payments in a timely manner. Also, lite ability ro 
maintain accurate reoords that can be centraUy accessed is critical. Computers~ automation and 
inronnation technology. such as those used by business. are rare1y used to the extent necessary. 

States must move toward a child support system for the 21st century, With 13 mil1ion cases and a 
growing caseload~ this will not occur by simply adding more caseworkers. Routine cases have to be 
handled in volume. The proposed central registry. centralized collection and disbursement system. 
increased use of administrative remedies. and overaJl increase in automation and mass case processing 
are all liecess.a.ry for the operation of a high performing and effective child support enforcement 
system. 

The State~based central registries of support orders and centralized collection and disbursement will 
enable states to make use of economies of scale and use modern techoo1ogy. such as that used by 
business - high speed check processing equipment, automated mail and postal procedures and 
automated billing and statement processing. Centralized collection will vastly simplify wilhbolding 
for employers since they would only have to send payments to one source. As wage withholding 
becomes the nonn for more and more cases, that concern is becoming more important and we want to 
ease the burden on businesses. 

states will be able to impose enforcement remedies in routine cases through the use (If administrative 
remedies bandied on a mass case basi, without baving to go to court 11> take simple ..fur",,",..t 
measures. For instance. States wiU be able to impose and redirect wage withholding orders, garnish 
bank accounts; and intercept State benefits - sueb as unemployment compensaUon, workers 
compensation, and lottery 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 so mat the 
custodIal parent, usually the mother. does oot bear the burden of enforcing the obligation. She will 
oot have to be "the enforcer," as in the present system where she often has to push the child support 
office 11> get any action on ber <as. at alL 
All cases will receive equal services regardless of welfare status. Currently, welfare and oon-welfare 
eases: are ofien handled differently with often little belp for poor and middle class women outside the 
welfare system, The incentives built tnto the system atso mean that oon-welfare cases ofien receive 
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seoond·hand services, The Administration's proposal will help to move people from welfare to work 
and to make work pay outside the welfare system by insuring that the non-welfare population is 
served equally welL Stales will also be encouraged through financial incentives to centralize their 
operations and rely less on county based systems- which often add to the problem of fragmentation and 
inefficiencies. 

Jntmtate Enforcement. The fragmented system of State support enforcement has caused tremendous 
problems in collecting support across State lines. Given the fact that 30 percent of the current 
caseload involves: interstate cases. and the fact that we live in an increasingly mobile society, the need 
fur 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 Enforcement Clearinghouse, consisting of three registries - a National Locare 
Registry, a National Child Support Registry (containing only enough minimal infonnation to match 
cases), and the National Directory of New Hires - would act as a hub for the exchange and matching 
of infonnation. 

The Directory of New Hires would be modeled after State new hire reporting: systems except it could 
also match cases against the national registry to catch people who move from State to State and avoid 
payment. It will improve enforcement tremendously because delinquent obligors whQ are employed 
anywhere in the country can then be forced to pay through wage withholding from tho, first payclleck. 
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. CQmmission 
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 
handJing of interstate cases more unifunn. 

Tough Enforcement Tools. The proposal makes me enforcement of support much tougher &0 that we 
collect on awards that are owed. The perception on the street is that the system can be beat - that if 
you really don't want I!l pay support. you can avoid it, This perception has I!l change; child support 
has to be seen as inesc<t,ltt)le as d~ or taxes. States are often not equipped with the necessary 
enforcement tools - tools that have proven successful in other State..'1 - to insure that people do not 
escape their legal and moral obHgation to support their children. 

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

These enfortement tools can only be need effectively if States have the necessary funding and 
incentives to run good programs, There is almost universal agreement that: the current funding and 
incentive structure fails to achieve 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 Enf......,....t and Ass"....,.,., Demonstrati .... 

Child Suppon Assurance demonstrations would test providing a minimum insured child support 
payment to the custodial parent even when the noncustodial parent was unab1e to pay. With such a 
program, a combination of work and child support could support a family out of welfare and provide 
some teal financial securlty. Unlike traditional welfare, Child Support Assurance would encourage 
work because it allows single parenlS to combine earnings with the cltiJd support payment without 
penalty. Child Support Assurance could also provide an incentive to a mother to establish an award 
and focus attention on the noncustodial parent as a source of support. The proposal provides for six 
demonstration projects of Child Support Enforcement and Assurance (CSEA), 

Child support enforcement and assurance would significantly ease the difficult task of moving peopJe 
from welfare 10 work. If single parents can count on some child support, usually from the 
noncustodial parent, but from the assured child support payment jf the noncustodial parent fails to 
pay. then they can build a reliable combination of their own earnings plus child support. This 
approach would offC! single parents real economic security. 

CSEA is not unlike unemployment insurance for intact families. When an absent parent becomes 
unemployed or cannot pay child support,. the child stilt bas some protection. And since CSEA is not 
inoome~tested, there are no reporting requirements, no welfare offices, no benefit offsets and no 
welfare stigma, CSEA benefits could be subtracted dollar for donae from welfare payments, Thus, a 
woman on welfare is no better off wjth CSEA. But If she goes to work. she can count on her child 
support payments; thus. the rewards from working rise considerably, Essentially, all of the net new 
costs of a CSEA protection program would go for supporting custodial parents who are off welfare 
and working. 

If CSEA protection is provided only to people wbo have a child support award in place, women win 
have much more incentive to cooperate in the identification and location of the noncustodial father~ 
since they can count on receiving benefits, 

The program would focus~more·attention on the importance of noncustodial parents providing 
economic support to their children. States might also experiment with tying the assured payment to 
work or to participation in a training program by the noncustodial patent, and with other incentives to 
encourage noncustodial parents to pay child support. 

Enhan~ Respo...ibility and Opportunity ror Noncustodial Parents 

Work oppgrtunities and ohlieations for noncustodial narents. A portion of JOBS and WORK program 
funding would be teSeNed for training. work readiness, educational remediation and mandatory work: 
programs for noncustodial parents of AFDC recipient children who cannot pay child support due to 
unemployment, underemployment or other employability problems. In addition, States may have an 
option for mandatory work: programs for noncustodial parents, States would have considerable 
flexibility to design their own programs. 
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Grants for accesS iIld montin. programl. W. propos. grants to States fur programs wbich reinforce 
the desirability for children to have continued access to and visitation by both parents. These 
programs include mediation (both VOluntary and mandatory), counseling, education, development of 
parenting plans, visitation enforcement including monitoring. supervision and neutral d!UJH'ff and 
pick-up, and development of guidelines for visitation and alternative custody arrangements. 

W. also propose demonstration grants to States andlor communiry"based organizations to develop and 
implement noncustodial"'Parent (fathets) components in conjunction with existing programs for higb~ 
risk families (e.g. Hand Start. Healthy Start, family preservation, teen pregnancy and provention). 
These W{)uld promote responsible parenting t including the importance of paternity establishment and 
economk: security fur children and the development of parenting stills. 

RAtionale 

Ultimately, the system's expectations of mothers and fathers should be patallel. Whatever is expeered 
of the mother should be expeered of the father, and whatever education and training oppo!1llnities are 
provided to custodial parents, similar opportunities should be available to noncustodial parents who 
pay their child support and femain involved In the lives of their childfen. If they can improve their 
earnings capacity and maintain relationships with their children, they could be a source of both 
financial and emotional support. 
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MAKING WORK PAY/CHILD CARE 

TIlE IMPORTANCE OF TIlE EITC, HEA.LTIl CAllE REFORM, Al'<ll cruw CAllE 

A crucial component of welfare reform that promotes work and independence is making work pay. 
Even full~time work ~ leave a family poor, and the situation has worsened as real wages have 
declined significantly over the past two decades. In 1974, some 12 percent of full~time. full~year 
workers earned too 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 barriers for people who 
receive assistance but want to work. It penalizes those who work by taking away benefits doUar for 
dollar; it imposes arduous reporting requirement.~ fur those with earnings but still on welfare, and; it 
prevents saving for the future with a meager limit on assets. Moreover, working poor families often 
lack adequate medical protection and face sizeable child care costs. Too often, parents may choose 
welfare instead of work to ensure tIIat tIIelr children have healtll insut'llllre and receive child care. If 
our goals are to enoourage work and independence, to help families who are pJaying by the rules and 
to reduce botll poverty and welfare use, til.. work must pay more tIIan welfare. 

Although 1I>ey are not discussed in tIIis paper, working family In credits and healtll refunn are 
clearly two of the three major components of making work pay. Last summer's $21 billion ~pansion 
of tile Earned Income Tax Credit (BITC) was a major step toward making it possible for low-wage 
workers to support themselves and their families above poverty, When fully implemented, it will 
have tile effect of making a $4.25 per hour Job pay nearly $6.00 per hour fur a parent witll two or 
more children. Full utilization and periodic distribution will maximize the effect of this pay raise for 
th. working poor. 

The next critical step toward making work pay is ensuring that all Americans have bealth insurance 
coverage. Many recipients are trapped on welfare by tIIeir inability to find or keep job, with healtll 
benefits tfutt provide the security they need. And too often, poor. non-working families on welfare 
have better healtll coverage tIIan poor, working families. TIle President's health care refurm plan will 
provide universal access to health care, ensuting that no one win have to fear lOSing health coverage 
and choose welfare instead of work: to ensure that their children have health insurance. Both the 
BITe expansion and health care refunn will help support worke~ as they (eave welfare to maintain 
their independence and setf-!ufficiency. ' 

The key missing component for making work pay is affordable, accessible child care. In order for 
families:, e..~pecialty s[ngl&-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 famines primarily througb 
the tide IV-A op."...,ded entitlement programs (JOBS Child Care and Transitional Child Care), a 
capped entitlement program (At-Risk Child Care), and • disoretionary program (tile Child Care and 
Development Blocl< Grant). TIle dependent care tax credit is seldom available for low-income 
famines because it is not refundable; even if it were, it wwld be of little heip to low-income families 
because it is paid at til. and of tile year and is based on money already spent on child care. 

22 




The current child care programs are not sufficiently funded to support a major welfare reform 
initiative or to provide significant support for working-poor families. The separate programs are also 
governed by inconsistent legislation and regulations, maIdng It difficult fur States and parents to 
create a coherent system of care. FinaUy. there are probJems witb quality and supply of care, 
especially for infants and toddlers. 

PROPOSAL 

This welfare reform proposal will increase child care funding 
so that both those on cash assistance and working families not ellgibJe for casb assistance are provided 
adequate child C3Ce support. In addition. the propooal focuses on creating a simplified child care 
system and on ensuring that children are eared fur in safe and healthy environments. The proposal 
includes the following: 

Maintainine: IV-A Child Care. We propose to continue the current IV-A entitlement programs for 
each assistance reeipiems. These programs (both JOBS Child Care and Transitional Cbild Care) 
would automatically expand to accommodate the increased demand created by required participation 
in education, training and work, 

&Danding Child Care for Low~lncQme Working Families. We ruso propose significant new funding 
for lowRincome, working families. The At~Rjsk Child Care Program, currently a capped entitlement 
available to serve the working poor, is capped at a very low level and States have difficulty using it 
because of the required State match. We propose to expand this program and to reduce the barriers 
which impede States' use of it. 

Maintaining the Child Care and DeyeJonment Block Gomt. We would maintain and graduaHy 
increase funding fur the Block: Grant, These funds support both services and quality improvements. 
However. no families receiving casb assistance W{)utd be eligible for services under this program. 

Addressing Quality and SyQl!!X' We would provide some funding in the At-Risk program to address 
quaJity improvements and suppJy issues, QuaJity improvements would include a range of activities 
sueb as resource and referral programs, grants or loans to assist in meeting State and local standards, 
and monitoring for compliance with llcensing and regulatory requirements. Supply issues would 
include a special focus on the development and expansion of infant and toddler care in low-income 
communities. ' 

Coordinating Rules Across AU Child Care Programs. We would require States to use Federal 
programs to ensure seamless coverage ror persons who leave welfare ror work. Health and safety 
requirements would be made consistent across these programs and would conform to standards in the 
Block Grant program. States would be required to establish sliding fee seales consistently across 
programs, as well as unified reporting fur all programs. Bft'orts wUl be mati. to rncilitatelinkag.. 
between Head Start and child care fuading streams to enbance quality and comprebensive services. 

Cbild Care SubsidX Rat<:li. In general, Stales pay subsidies for child eare equal to actual =t, up to 
some maximum. This maximum should be set in a way that reflects reasonabJe costs of care and 
should also be the sarne aero.. child care programs. Additionally, payment mechanisms ,boold 
reflect current market conditions and be defined in such a way that they can vary automatically Qver 
time and possibly reflect geograpbieal differences in prices. 
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There is a particular problem with the AFDC income disregard fur child care, since it is based on an 
unreasonably low maximum monillly payment of $175 per child ($200 for infant care), and because 
the disregard is effective only after families incur child care expenses, resulting in a cash-flow 
problem for families. Simply raising the disregard inadvertently makes a number of families 
ineligible for AFDC (while equivalent families receiving direct child care support would remain on 
the rolls). Therefore, to deal with this problem, we propose requiring States either to supplement 
payments and provide for the disregard to be prospective (as are all other payment mechanisms), or to 
provide at least two options for payment of child care COSts (the disregard and one other payment 
mechanism). 

Rationale 

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

• 	 Families in JOBS. W{lrking part..c;ime. or in WORK; 

• 	 Families in a transition period, having just worktd their way off assistance or the 

WORK program; and 


• 	 Families working without having ever been on welfare or working beyond a transltion 

period. 


All three categories have legitimate claims On child we subsidies. Families who are required to 
participate in lOBS are currently guaranteed child care, and rightly so. People who are working but 
still on welfare have their child care subsidized through disregards in their AFDC and food stamp 
benefits, and sometimes through subs.ldies. 

We propose to continue current guarantees: of child care subsidies for these categories of recipients. 
People in iIIe WORK program are like welfare redpients in iIIat iIIey are working as • condition of 
receiving: continued support. they ate working at the minimum wage~ and they are not receiving the 
BITe. The proposal would guarantee their child care, just as it is guaranteed for mIlS "l<! AFDC 
participants. Under current law, PMple 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, however. that Jow-income working families who have never been, or are no 
longer, on welfare are less needing or deserving of child care subsidies than people who are on 
welfare. It seems quite inequitable to provide child care subsidies In one family and to deny them to 
another whose circumstances are identical except fur the fact that the first family is or has recently 
been on welfare. As a resuJt, this proposal provides a significant increase in support for all three 
~ of low~jru::ome families with child care needs. 

The goal of our child care proposal is to attain a careful balaru:e between iIIe need III provide child 
care support to as many low·in",me families .. possible and the need to ....ur. the safety and healilly 
development of children. Therefore, in nddition 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 welfare 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 abiJity to increase the number of child care stots, but rates that are too low can also limit supply 
and parental ehoice, and endanger children. We are also concerned that there are specific child care 
supply problems in oome geographic areas and fur some children---especially infants and toddlers. 

We propose a number of lower-cost strategies to address quality and supply. These include: 
improvements in the linkages between programs, including the various child care progra.ms and Head 
Start; minimal but oonsistent 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 
~seamless" 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 aU Federal child 
care programs. 
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 


Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the 
current support system from one focused on writing checks to one focused on work:, OpportUnity. and 
responsibility. The Family Support Act of 1988 made major changes to the welfare system. including 
recognizing the need 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 se1f*sufficiency. Most able-bodied 
recipients were mandated to participate in the JOBS program as a means towards self-sufficiency. 

However~ the welfare system bas changed only modestly since the Family Support Act was enacted. 
Only a small portion of the AFDC ease!oad is required to participate in the JOBS program while a 
large majority of AFDC recipients are not required to participate and do not volunteer. This sends a 
mixed message to both recipients and caseworkers regarding the true terms and validity of the social 
compact that the Family Support Act represented, As a result. most long-term recipients are not on a 
track to obtain employment that will enable them to leave AFDC. 

This proposal calls for replacing the AFDC program with a transitional assistance program. ro be 
followed by work. The new program includes four key elements: full participation, education and 
training. time limits, and work. 

PROPOSAL 

• 	 Full Particlpation. Everyone who wishes to receive -cash support would be expected to do 
something to help themselves and their community. Recipients would sign a personal 
responsibility contratt 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 
not yet in a position to wack or train (because of disability or the need to care for an infant or 
disabled child) wuuld be assigned ro a JOBS·Prep program until they are ready for the time· 
limited JOBS program. Everyone has something to contribute. Everyone has a responsibility 
to move toward W<ttk and independence. 

• 	 TraIning. Educadon, and Plarement (1M JOBS ~N)gram). The core of the transitional 
support program would be an expanded and improved JOBS program. which was established 
by the Family Support Act of 1988 and provides training. education. and job placement 
services to 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 law. design an employability plan. On. option wuuld be ro require all 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 education and 
training services they need In find an appropriate job. Recipients wbo willfully fail ro comply 
with their JOBS program employability plan wUi be sanctioned. The new effilrt will seek 
close cuordination with the ITP A program and other mainstream training programs and 
educational resources. Central to this welfare reform effort is recognition of the need to 
support workers who have recently left welfare ro help thern keep their jobs. 
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• 	 nme Limits. Persons able to work would generally be limited to two years of cash 
assistance. While two years would be the maximum period for the receipt 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 educational or training program or in unusual 
circumstances. The time limit wourd be a lifetime limit. but persons who teave welfare could 
potentially earn back time on assistance for time spent off welfare. 

• 	 Work (the WORK program). The new effort would be designed to help as many people as 
possible find employment befure reaching the __year time limit. Those persons who are not 
able to find employment within two years would be required to take a job in the WORK prer 
gram. WORK program jobs would include subsidized private sector jobs. as well as positions 
witb local not~for-profit organizations and pubHc sector positions. The positions are intended 
to be short·term, lasNesort jobs, designed neither to displace existing workers, nor to serve 
as substitute.'\ for unsubsid1zed private sector employment. The primary emphasis .of the 
WORK program will be (In securing private sector employment. 

Each of these elements is discussed below. A chart depicting the flow of typical recipients under the 
phased·1n proposal follow. on the next page, 
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Proposed Client Flow for Phased.in AFOC Population 
(Over Age 18 with no Earnings) 

Client applies for AFDC 
- receives orientation services 
- signs Personal Responsibility Agreement, 

I 
IE1igibllity detemtination I 

Client is assigned to(Does applicant meet JOBS-Prep criteria? JOBS-Prep 

Up front job search 
for most clients 

I 

- needs assessment conducted 
• employability plan developed 

Client assigned to JOBS 
• child care provided if 

needed 
- client receives services 

( Approacbing TIme Limit 

Additional JOBS·Prep 
assignments 

" 

•~ 
. . 


(---yes)
- does client receive extension? 


I Job search I 


, 
Time Limit Expires, , 
- client assigned to WORK ,, -ehild care provided -

if needed 
- assigned to WORK 810t , 

WORK slot expires 
- re*assessment of client ,-jobsea«:b ., 

~ 

, - new WORK slot assigned 
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FULL PARTICIPATION 


The goal of these proposals Is to make the welfare system a much different world. The intake 
process will be changed to clearly communicate to recipients a culture with an expectation of 
achieving self-sufficiency through work:. More importantly. the agency will also face a different set 
of expectations. In addition to determining eligibility, its role will be to belp recipients obtain the 
services they need to achieve self-sufficiency. The underlying philosophy is one of mutual 
respOnsibility. The welfare agency will provide services to help recipients achieve self-sufficiency 
and will provide transitional cash assistance: in return. recipients will participate in JOBS activities 
and will make their best effort to take responsibility for their lives and the economic well-being of 
their children, 

Personal R,esoonsibi1lty Agreement, Each appJicant for assistance will be required to enter into a 
written agreement in which the 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 ealled for in the employability plan. While this agreement is a ''''tement of 
mutual obligations. it is not a Jegally binding contract. 

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

JOBS-Pren. Those recipients who are for good reason unable to participate in JOBS activities 
effectively will be assigned to the JOBS-Prep category. For example, if an individuaf became 
,eriou,ly ill after entering the JOBS program, he or ,be would then be placed in lOBS.Prep ,tatus. 
Adult recipients can be assigned to the JOBS-Prep phase either prior to QC after entry into the JOBS 
program. Under current law. e:temptions 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 self-sufficiency, 

Under thi' proposal, all recipients will be required to take steps, even if they are small ones, toward 
self·,ufficiency. Just as in the JOBS program, participants in JOBS·Prep, when possible, will be 
required to complete employability pians and undertake some activities intended to prepare them for 
employment and/or the JOBS program. The employability plan for a reeipient in IOBS·Prep staw, 
would detaiJ the steps, such as obtaining medical care, needed to enable bim or ber to enter the lOBS 
program. Only recipients not likely to ever participate in the lOBS program (e.g., those of advanced 
age) would not he expected to engage in JOBS~Pcep activities, 

Phase-in of Particinants. The pha517in of the new JOBS rules will begin with recipients and 
epplicants born In 1973 or later. Thi, population will enter a vastly changed weifar. ,ystem. As the 
other recipients age-out) the program wil1 be graduaJly phased~in. 

Increased Participatjon. With increased Federal resources ayailable, it is reasonable to require 
increased participation in the lOBS program. Current law requires that States enroll 20 percent of the 
non..,xempt AFDC ....1000 in the JOBS program during ftseal year 1995. The FY 1995 partici. 
pation standard (20 percent) would be extended with respect to persons not pbased~in, Through 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. panicipation would 
be defined more broadly. 

Expanded Definitjon of PartjcioatjQu. As soon as the employabUity plan is developed. the recipient 
wiU be expected to enrotl 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 parentinglHfe 
skills classes or domestic violence tounseling if they are determined to be important preconditions for 
pursuing employment successfully, An individual enrolled full-time in an educational activity who 
was making suitable progress would be considered to be participating satisfactorily in JOBS, 'even jf 
such a person were scbeduled for fewer than 2() hours per week of the educational activity. 

Rationale 

One of the fundamental goats of we1fare reform is to change the welfare system into a program which 
promotes self-sufficiency. The mutual obligations of the State and the participant must be spelled out 
and enforced from the onset; implementing provisions which demonstrate this new culture at the point 
of intake will send important signals. The personal responsibiHty agreement will serve to outline 
these obligations wbile the orientation services will ensure tbat recipients understand what is at stake 
in order to maximize the opportunities available to them through the JOBS program. 

TRAINING, EDUCATION, AND PLACEMIlNT - THE JOBS PROGRAM 

The JOBS program originated with the Family Support Act. It represents a new vision for welfate. 
but it remains mostly an afierthought to a system focused mostiy on eligibility determination and 
check writing. We propose to make the JOBS program the centerpiece of the pubJic assistance 
system. Doing so will require a series of key improvements. 

There have been many impediments to the success of the JOBS program~ such as the unanticipated 
economic downturn, the surge in AFDC cas.loads, and State budget shortfalls that hampered States' 
ability to draw down JOBS and other Federal matching funds. In addition. expectations regarding the 
speed and effectiveness of implementing such changes in tbe welfare system were unrealistic. For 
example. States are currently required to share the cost afthe.JOBS program with the Federal 
Government. Many States have, however, been suffering under fiscal oonstrainrs which were not 
anticipated at the time the Family Support Act was enacted, Thi. shortage of State dollars bas been a 
major obstacle to delivery of services througb the. JOBS program. 

Many States were unable to draw down their entire allocation for JOBS because they could not 
provide the required SllIto match, In 1~92, SllItes drew down only 69 percent of the $1 billion in 
available Federal funds; only 12 States were able to draw down their full allocation. Fiscal problems 
have limited the number of lndividuaJs served under lOBS 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. 

In order to fully transform the welfare system into a system which helps families attain self­
sufficiency+ the entire culture of the welfare system must be changed. This must start by making the 
welfare system one which focuses on helping participants achieve self~sufficiency through the 

30 




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 respoll'>e 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·Pront Job Searcb. At State option, some new applicants may be required to engage in supervised 
job search from the date of application for benefits. 

Employability 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. Persoll'> 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, persoll'> 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 to which: (1) the State was providing the 
services called for in the employability plan and (2) cHents were participating as required. In 
instances in which the State was found not to be delivering the specified education~ training and/or 
supportive services, the agency would be required to document that failure and establish a plan to 
ensure that the services would be delivered from that point forward. 

SanctiQilli. Sanctions for failure to foHow the employabiHty plan would be the same as under current 
law. However. States wUJ be encouraged to first use conciliatory methods to encourage active 
participation among recipients and resolve participation problems. 

Increased Funding. This plan envisions a dramatic expansion in the overall level of participation in 
JOBS, which would cl....ly require addItional fuadlng. States currendy re<eive Federal matching 
funds for JOBS up to an amount allocated to them under a national capped entitlement. Enhanced 
Federal funding will be provided to accommodate this dramatic expansion of the JOBS program. 

Enhanced Fe<!el1ll MatclJ. To address the scarcity of State JOBS dollars, the Federal match rate 
would be increased. The match rate could be further increased for a particular State if its 
unemployment rate exceeded a specifie<!level. Additionally, th. funding formulas will be simplified 
.and organized around program outcomes to encourage ongoing program improvement. 

f<deral LeadershiD. The Pe<!eral role in the JOBS program will be to provide training and technieal 
assistance to help States make the program changes ealled for in this plan. Through ",ctmical 
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 needs of recipients will belp 
ensure that recipients have a stake in their success in the JOBS program. 

_Additionally, the provision that some applicants will be required to particIpate in up-front job .....ch 
activities will accomplish several things, This will reinforce the emphasis on employment for people 
entering the program. Th. job search activities may lead to imme<!iate employment for some 
recipients. For those who subsequently enter the JOBS program, they will have. realistic grasp of 
the job market; this will aid in the assessment and in the development of the employability plan. and 
may also belp participants focus their energies. 

In order to change the culture of welfare, it is necessary to stress the importance of fuU participation . 
in the JOBS program. Elimination of exemptions sends a strong message that full participation in 
JOBS should he the normal flow of events, and not lb. exception; something is require<! of all 
recipients and no one will be left behind. The lOBS-Prep policy gives Sllltes Ibe ability to consider 
differences in the ability to work: and participate In education and training activities. FinaJly, 
provisions which require an assessment will help reinforces the message that the obligation is mutual; 
State will be required to serve the needs of recipients as well. 

32 



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 unworkable 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 Coordination. This proposal includes provisions which will greatly enhance integration and 
coordination among the JOBS program and related programs of the Departments of Labor and 
Education, such as 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 Flexjbiljty. 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 Stamn Emnloyment and Trajning. 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: 

• 	 National Service. HHS will worle 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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• 	 SchooHo¥Work. HHS will wort to mak(} participation requirements for School-to­
Work and for the JOBS program compatible, in order to give JOBS participan.. the 
opportunity to access this new initiative. 

• 	 Qne::S!oQ,~ho!winll' The Department of Labor will consider making ",me JOBS 
offices sites for the one..stop shopping demonstration. 

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

WAiver Board. 'This proposal win create a training and education waiver board, consisting o-f the 
Secretaries of Labor, HHS. Education and other interested Departments, to act a., a mechanism for 
ongoing program improvement and coordination. The board may work to: 

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

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

• 	 explore and promote common definitions, administrative requirements .. outcome 
measures. reporting systems~ and eligibility detetmination among programs; 

• 	 set principles in evaluations of workforce programs and strategies; 

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

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

• 	 promote collaboration with the private sector; 

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

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

• 	 fac.ilitate technical 8.'\Slwm.ce fur improving State and local programs, 

Rationale 

In order to make the welfare system a program which promotes self-sufficiency rather than 
dependency, the program focus must be shifted from eligibility determination and income support to 
employment. Also, the cuiture must be changed to ensure that all recipients are engaged in activities 
which prolMte. albeit in .mall stops, self-sufficiency. This cannot be accomplished if the JOBS 
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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. Half 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-tenD 
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 Hoked to JOBS participation. Recipients required to participate in 
JOBS wou1d be subject to the time limit. Months in which an individual was receiving assistance but 
was assigned to JOBS~Prep starus rather than participating in JOBS would not count against the 24­
month time limit. 

In a two-parent family. both parents would be subject to the time limit. The family would continue to 
be eligible for benefits as long as at least one of the two parents had not reached the time Hmit fur 
transitwnal assistance. 

Those unabJe to find employment by the end of two years of cash benefits oould receive funher 
government support only through participation in the WORK program (described below). 

P3!lNJJme Work. Months in which an individual worked part time would not be counted against the 
time limit. "Part time" would be defined as at least. 20 hours per week: for parentS of a child under 
six and at least 3{) bours per week for aU others subject to the time limit. States would have the 
option to set the part-time work standard at 20 hours per week fur all persons to whom the time limit 
applied. 

Persons who had previously reached the tw<ryear time limit but were working part..t;ime (as defmed 
above) would be eligible for supplemental cash benetits. provided they otherwise qualified fur 
assistance (i.e., countable income below the need standard. resources,bclow the State limit and SO 
forth). 

Minor Parents. As mentioned elsewhere, virtually aU parents under 19 would be requited to partici~ 
pate in JOBS. The 24-month time clock:, however, WQuld t1Qt begin tu rnn until the parent turned 18, 
In other words, months of receipt as a parent before the age of 18 would not be counttd against the 
two-year time limit. 

Job Search. Persons who were within 45 day. of reaching the tim. limit (up IX) 9() days at Stale 
option) would be required to engage in supervised job search for those final 4S·9() days. 

Extensions. States would be permitted, but not requited, to grant extensions to the time limit in the 
following circumsbmces: 

• 	 For completion of a GED or other tducation or tratning program. including a sdlool~ 
to-work program or post""e<:oooary education program, e.peeted to lead directly to 
employment. These extensions would be contingent on satisfactory progress toward 
completing the program and would he limited to 12-24 months in duratiou, 

• 	 For those who are learning disabJoo, illiterate or face other serious barrlers to 
employment. 

States would. in addition. be required to grant extensions to persons wbo had reached the time limit 
without having had access to the services specified in the employability plan. 

The total number of ~tensions would be limited to 10 percent of adult reeipients. In other W()rds~ a 
State could have no more than 10 percent of its adult caseload in extended status at any given time. 
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Earnin.-Back Eligibility fur AssistDIl&'l. Under the plan, the time limit would be renewable; persons 
who had left welfare for work would earn back One month of eligibility for future cash benefits for 
every four months spent working and not receiving assistance. For ~ample, an individual with three 
months remaining On her 24-montb clock leaves welfare for work but is laid off two years later and 
reapplies for cash. benefits. She has earned back six months of eligibility for assistance. giving her a 
rotal of 9 months of eligibility remaining. Total months of cligibility. including months earned back. 
could never exceed 24 In one spell. 

Rationale 

The time limit policy a.o; 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 to 
complete education and training programs which will enhance their skills and employability. Under 
the proposal, as discussed above. persons who are ill, disabled, caring for a disabled child or 
otherwise unable to wor' would b. placed in JOBS-Prep status and would not b. subject to the time 
limit. The earn--baek provision is designed to reward work by providing a cushion of additional 
assistance. in the event of temporary economie difficulties. to those who have left the welfare system 
for work. 

WORK 

The focus of the transitional assistance program will: be he1ping peopJe move from welfare to self~ 
sufficiency through work, An integral part of this effort is making assistance truly transitional for 
those able to work by placing a two-year time limit on cash benefits. Some welfare recipients will, 
however. reach the two~yeru: time limit without having found a job, despite having participated in the 
JOBS program and followed thei' employability plans in good faith. We are committed to providing 
these persons with the opportunity to support their families through paid work. 

Each State would be required to operate a WORK program wbicb woold make paid work assignments 
(Ite'eafrer WORK assignments or WORK positions) available to ,,,,,Ipients wim have ,...:bed the time 
limit for cash assistance. 

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

Administrative Slructure or tbe WORK Program 

Elhdbility. A recipient who has reached the time limit for transitional assistance would be permitted 
to enroll in the WORK program, provided be or she bas not 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 to States by a method similar to the JOBS allocation mechanism. States would receive a 
set allotment of funds for generating WORK assignments and providing other services to WORK 
participants. In addition. the Federal government would reimburse States for wages to persons in 
WORK assignments at a specified match rate, 

FlexibiHty. 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 use of 
on-the--job training vouchers), For private sector positions. the employer would be 
required to pay at. least a share of the wage. 

• 	 Give employers other financial incentives to hire JOBS graduates, 

• 	 Provide positions in pubHc sector agencies. 

• 	 Encourage mieroenterpdse and other economic development activities. 

• 	 Execute perfut'ltlallCe'-based oontracts with private firms or not~for-proftt organizations 
to place JOBS genduates. 

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

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

~b9(\l1ge of WORK Assignments. If the number of people needing WORK positions exceeded the 
supply~ WORK assignments would be allocated on a first-come. first--served basis as they become 
available. Persons who were awaiting a 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 furm of a higher State match) fur such persons. 

Reguiring ACCI!j)llIIlC<l of anx frMle Sector lob Offec. Both JOBS and WORK program participants 
would be required ., accept any offer of an unsub'idized job, provided the job met certllin health and 
safety standards, or be denied assistance or a WORK job for several months. After two refusals, the 
person might be permanendy denied access to a WORK assignment. 

lob Search Between WORK Assilmments; Persons who were in the WORK program but who were 
not in WORK assIgnments, including those who hed just completed a WORK assignment, woold be 
required to engage in supervised job search. 

Oversiilhl. States and localities would be required ., establish a WORK ndvisory panel with balaneed 
private sector, labor and community representation to provide oversight and guidance for the WORK 
program. 
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Length of ParticiDation in the WORK Program. There would be no rigid limit on the length of time a 
person could participate in the WORK program. States would be required, however, to conduct a 
comprehensIve reassessment, at the first available date, of any individual who had spent at least two 
years in the WORK program. As a result of the reassessment, persons could be placed in JOBS~Prep 
status, referred back to the JOBS program, assigned to another WORK poSition or excluded from the 
transitional assistance program altogether. 

States could deny assistance, including both access to a WORK assignment and eligibility for cash 
benefits. to persons who had not participated in their WORK assignments and performed their 
assigned job seatcll 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 bave the right to a fair 
hearing. 

If the State Judged that further time in the WORK program wmdd enh..ce an individual', 
employability~ the State could assign him or her to another WORK position. 

In instances in which the State determined that an individual had cooperated fully but was in need of 
specific education and training services in order to obtain unsubsidiud employment, the Slate could 
refer him or ber back to the JOBS program to obtain those services. Persons re-as8igned to the JOBS 
program wouEd be eligible for cash benefits while participating in these activities. 

Persons who were found to be have perfonned poorly in their WORK as.<;ignments due to a disability 
or other serious ob.<;tacJe to employment could be placed in the JOBS~Prep status. Such persons 
would be eligible for cash benefits and wmdd count against. Stato', cap on placements In JOBS-Prep. 

Retention. Stales would be required to maintain records on the perfonnance of private. forlJrofit 
employers in retaining WORK program participants (after the subsidy ended) and on the effectiveness 
of placement finns in placing WORK participants in unsubsidized employment. States would be 
expected to give preference for contracts with the WORK program to the employers and placement 
services with the best perfonnance records. At a future date~ the Secretary of HHS may impose 
stricter retention or placement requirements. 

Anti~Displacement. Anti11isplacement language. based on the non-displacement language in the 
National and Community Service Act, is under development. 

SuppQrtive Seryj<teS. States would be required to provide child care, transportation or other 
supportive services if needed to enable an individual to participate in the WORK program, 

Characteristics of the WORK Assignments 

~. 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 receive 
similar compensation.. 

l:I2Yri. Each WORK assignment would be fur a minimum of 15 hours per week and for no more 
than 35 hours per week. The number of hours for each position would he det.rmined by the State. 
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neatmeru of Wages. Wages from WORK positions would be t.re3!ed as earned income with respect 
to Worker's Compensation, FICA and other public assistance programs. 

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

Supplemental SUpPOrt. A family with an adult in a WORK position whose household income, net of 
work ~penses. were Jess than the cash benefit for a family of the same size (in which no one was 
working) would be e1igible for supplemental cash benefits to make up the difference. In other words, 
an earnings supplement would be provided such that a family with an individual who was working, in 
either a WORK assignment or an unsubsidized private sector job, would never be worse off than a 
family of the same size in which no one was working. 

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

lAmeth of a WORK A"j!mm.nt. A single WORK asSignment would be limited to no more than 12 
montbs~ after which time the WORK participant would be required to perform supervised job search. 

Tyne of Work. States would be encouraged to place as many WORK participants as possible in 
subs.idized private sector positions. The majority of WORK assignments. whether private or public 
sector, are expected to be entry-level positions but should nonetheless be substantive work that 
enhances the participant's employability. Programs would be encouraged to focus their efforts on 
developing WORK positions in occupations which are currenUy in demaed aed/or which are expected 
to be in demand in the near future. 

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

RRUun.'. 

The WORK program as structured bere is designed to provide an opportunity for individuals who 
have reaehed the time limit to suppon their families through actual paid work while developing the 
skiHs and receiving the job search assistance needed to obtain uns'ubsidized private sector jobs. The 
structure ensures that work pays by assuring that the family with an adult in a WORK ... ,ignment will 
be no worse off than a family of the same size in which no one is WQrking. 
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The purpose of the WORK program Is to help perrons move into, rather than serve as a sub.titute 
fol', 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 model. 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 enormously complex. There are multiple programs with differing and 
often inconsistent rules. The complexity obscures the mission, frustrates people seeking aid. confuses 
caseworkers, increases administrative costs, leads to program errors and inefficiencies, and abets the 
perception of widesl)read 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 ptogtam 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 ends, e,g., targeting benefits on the needy to restrain 
COSts while creating rational incentives to play by society's rules. Cleater Federal goals which allow 
greater State and local flexibility are aitica1. A central Federal role in infonnation systems and 
interstate coordination wouJd prevent waste. fraud and abuse and would also improve service delivery 
at State and local levels. 

PROPOSAL 

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

COORDINATION, SJMPLIlIlCAnON ANI) IMPROVED INCEN'I1VES IN INCOME SUPPORT PROGRAMS 

The rationalization and simplification of income assistance programs tan be achieved by making 
disparate Food Stamp and AFDC policy rules uniform or complementary for related policy 
provisions. Our prop<>sals include: 

End Rules which Discriminate against 1'w<>-Pa.....t Famllies 

In order to end rules which discriminate against two..parent families, we will remove the conditions on 
eligibility which require that the principal wage earner in a two-parent family bave a recent work 
history and which deny eligibility if'the wage earner works 100 bours or more in a month. By 
eliminating the arbitrary 100 hour tule, we would better motivate two-parent families toward more 
significant labor market attachment in keeping with a new transitional wclfare program that 
emphasizes work:. "Ole 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 eHminated. These. provisions act as 
a "marriage penalty" because it makes AFDe eligibility for two~parent families much harder than 
e1igibiUty for single1'arent families. 

Eliminating the additional eligibility requirements for two-parent families will increase caseloads and 
costs. However it will enhance the simplicity of the system, removing some administrative complexi~ 
ty; and it reflects and supports the wisbes of a number of States who have sought waivers to existing 
policy in this area. 
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Allow Families 10 Own a Reliable Automobile 

For AFDC t the permitted equity value for one car in set at $1.500 or a lower value set by the State. 
In the Food Stamp Program, the allowabie market value of a car is $4,500, although a car of any 
value can be e-xcEuded in limited circumstances. In both programs the automobile limitations ean be a 
substantial barrier to independence. Current AFDC policy would prevent total exclusion of most catS 

less than eight to ten years old. We propose to allow AFDC and Food Stamp families to e,clode the 
value of one or more autos up to an aggregate ~ value of $4.500. They could maintain vehicles 
-of higher value if the net equity value when combined with other resources. does not exceed the 
family's resource limit. 

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

Allow Stales ro Reward Work 

The existing set of AFDC earnings disregard rules makes work: an irrational option for many 
recipients, particularly over time. Currently. aU income received by an AJ<'DC recipient or applicant 
is counted against the AFDC grant except income that is explicitly exduded by definition, States are 
required to disregard Ille rollowing: 

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

• 	 The one--third disregard ends after four months. 

• 	 The $30 disregard cods after 12 months. 

In addition, a child we expense disregard of $175 per child per month ($200 if the child is uod... 2) 
is permitted to be calculated after other disregard provisiOns have been applied. Currently. $50 in 
cbild-support is passed through to families with established awards. The BITC is al,. disregarded in 
determining AFDC eligibility and benefits. 

We propose to eliminate the current set of disregard rules and establish a much simpler minimum 
disregard policy at the federal level. We would then allow oonsiderable state flexibility in establish­
ing policies beyood the trdaimum. Our proposal includes lb. rollowing three components: 

• 	 Require States to disregard at least $120 in earnings. This is equivalent'" the $90 and $30 
income disregards that families now get after four months of earnings. 
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• 	 A)tow States to apply a "fill-the-gap'" pelky with income from earnings, child support or all 
forms of inl.!Ome, Currently. if States fill the gap? they must apply an forms of income. 

• 	 Give States the option to establish their own earned income disregard policies on income 
above these amounts. States can either app1y a flat amount or a percentage up to 50%. The 
disregards cannot vary by months as they do now. 

• 	 Give States the option to pass through more than the current $50 in child support. 

This is. a simple!: s)'stem that is easier for recipients and welfare officials to understand. It maximizes 
State flexibility and makes work a mOte attractive, rational option. By allowing workers in low 
benefit States to keep more of their earnings~ it would increase the economic well-being of those 
workers. 

Allow Families to Accumulate Savings 

As part of the welfare reform effort. we will be exploring a range of strategies. above and beyond 
education and job training, to help recipients achieve self-sufficiency. One individual economic 
development demonstration program would involve testing the effect of Individual Development 
Accounts as an mcentive for saving. An Individual Development Account (IDA) would be a special 
type of &av1ngs acoount. in which savings by recipients would be matched by Federal government 
doUars. Savings from an IDA. including both the individual's share and the matching dollars. could 
only be wlthdrawn for a limited number of purpos~. including paying fur education or training, 
starting a business or purchasing a home. The IDA demonstration wiH attempt. through a randomized 
evaluation, to determine the effect of such savings incentives on both asset accumulation and 
movement toward self~sufficiency. In addition, rai...ing the asset limit for eligibility fur cash benefits 
to $10.000 for savings accounts designated for specific purposes such as purchase of a first home is 
also under consideration. 

Olher Coordination and SimpUncalion Proposals 

Additional changes would be made to the administrative and regulatory program structures of AFDC 
and Food Stamps to simpHfy and coordinate rules to encourage work. family formation, and asset 
accumulation. These include: 

Conform AFDC Eligibility Rules to ]30 pertent of !'tIyertx EligibiliU' Rule of Food Stamps. Food 
Stamps and AFDC .... somewhat different definitions of family. AFDC is a cbild centered program 
with the filing unit defined narrowly around the child. The child', parenl and siblings are usually 
part of the unit, but other relatives generally are not. Indeed siblingS and parents are not even part of 
the AFDC unil if !hey receive SS!. The Food Stamp Program uses a definition which is closer to a . 

1. Each States establishes an AFDC need standard# the income the 
States decides is essential for basic consumption items, and an 
AFDC payment standard (100 percent or less of the need standard), 
Benefits· are generally computed by subtracting income from the 
payment standard. Under a "fill-the-9ap" policy, benefits are 
computed by subtracting income from the higher need standard. 
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household definition. Thus most relatives living together are usually in the food stamp unit. At one 
poilll we considered conforming AFDC and Food Stamp filing unit definitions, but backed away when 
we discovered that this would cut many people off the AFDe roUs in low~benefit States as the income 
and assets of other people in the housebold would push the family abuv. the very low benefit 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 coli"", food stamps. One proposal 
WQuld be to apply the Food Stamp 130 percent rule to AFDe units as well-effectively denying 
AFDC benefits to adults and children living In families with income above 130 percent of poverty. 
This WQuld impose no new administratlve burdens since the rule already applies to Food Stamps. 
Applying this rule to AFDC wuuld reduce AFDC expendi..r.. by rougltly 6 percent or $1.5 billion in 
State and Federal dollars in FY 1999 and $7 billion over 5 years. 

Two types of families would be affected by this plan. First. the number of child only cases would ba 
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 hut the parent is an undocumented 
alien; or the parent is present but the parent is receiving SSI. These cases bave grown dramatically in 
recent years, rising from roughly 400,000 in the mid to late 19805 to nearly 700,000 cases in 1992. 
In child only cases. relatively little income from other household members is counted in determining 
benefits and eligibility. Thus many have housebuld Incomes in excess of 130 percent of poverty. 
The argument for limiting AFDC in such cases is that 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 is that it would be barder to 
game the tim~Hmited 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 family which could be affected are extended family settings. Most commonly, a parent and a 
child may be living with the grandparent. If the parent is over IS, the grandparent's income is not 
counted in determining eligibility regardless of the income of the grandparent. This proposal would 
not affect Medicaid eligibility of any persons. 

Conforming AFPC and Food StaroP accOunting periods. We propose conforming AFDC to the Food 
Stamp Program's more flexible requirements for reporting and budgeting. Under F<lod Stamp 
Program rules, States are given the option to use prospective or retrospective bndgeting with or 
without monthly reporting. Currently, the Food Stamp program requires recipients to report all gross 
income changes above $25 per month. To simplify the reporting process, this threshold would bu 
raised to $75. Recipients would stili be required to report changes in other circumstlmces like source 
of income and household composition which may affect eligibility. 

This proposal would significantly simplify benefit calculation procedures for joint AFDC/food stamp' 
households. By conforming the procedures in benefit determination and calculation, workers and 
recipients will benefit through less paperwork processing and time spent on recalculating benefits 
because of fluctuations in income. The proposal maintains a b.a1ance between assuring benefits are 
accurately determined by reducing the current complexities retaining the appropriate level of 
responsibilities on recipients to report information. 
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We also propose 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. 

ResQurces and assets. The policies proposed under this category liberalize how assets and resources 
are treated for the purpose of determining eligibility for both AFOC and Food Stamps for the purpose 
of encouraging work and promoting self-sufficiency. The nominal effect is to increase the cru;elaads 
and costs in both programs. Yet the general arguments for the poUcies described below are 
persuasive. CurrentlYt asset and resource rules are not consistent across programs, creating confusion 
and administrative complexity. In addition, the very restrictive asset rules across Federal assistance 
programs are perceiVed as significant barriers to families saving and investing in their futures. We 
propose to develop unifonn resource exclusion policies in AFDC and Food Stamps. We propose to 
increase !he AFDC resou",elimit (eurrently $1,000) to $2,000 (or $3,000 for a household wi!h. 
member age 60 or over) to conform to the Food Stamp resource limit. We would also generally 
conform AFDC to Food Stamp poiicy regarding burial plots. funeral agteements. real property. cash 
surrender value of Ufe insurance and transfer of resources, 

The administrative complexities that exist in applying resource requirements in the AFDe and Food 
Stamp programs will be greatly reduced under these proposed changes, Welfare administrators will 
be able to apply the same rul~ 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 sclf-employment among welfare recipients by providing access to 
both microloan funds and to technical assistance in the areas of obtaining loans and starting 
businesses. The demonstration will explore the extent to which self--ernployment can serve as a route 
to self-sufficiency for recipients of cash assistance.on microenterprise de-veiopment to encourage 
persons on assistance to .start mlcroenterprises (small businesses). 

Treatment of income. Fedetal Af'De law requires that aU income received by an AFDe recipient or 
applicant be oountet! against the AFDC grant except income that is explicitly excluded by definition or 
deduction. A number of changes are proposed to bring greater conformity between !he AFDC and 
Food Stamp programs, to streamline both programs and/or to reintroduce positive incentives for 
recipients to work. Several provisions will meet these objectives, For example. we could exclude 
lW1I-recurrlng lump sumfrom Income, disregard relmbur.remell1' and ElTC as resources. Lump sum 
payments, sucb as EITC or reimbursements, would be disregarded as resources for one year from the 
date of receipt allowing these families to conserve the payments ro meet future living expenses. In 
addition. we will disregtlfti all education assistance and student income, and disregard J1PA sttpends 
and aJlowances/ count OJT aJJd OIher earned income. 

Together tbe.'ie proposals would make the treatment of income simpler for both recipients and welfare 
officials ro understand, They would make work: and education a 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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Territories. The territories operate AFDC. AABD, JOBS, child care and Foster Care programs under 
the same eligibility and payment requirements as the States. Their funding. however, is capped and 
the Federal government matches 75 pereent of costs. The caps are $82 million for Puerto Rico. $3.& 
milHon 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 retlect the increase in AFDC expenditures that has 
occurred in the States since 19&0. The proposal would create reaHstic funding levels for the 
territories that are reflective of the current economy and caseload. A mechanism that will provide 
occasional 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 to these ""P' In 15 years, bas seriously limited the territories' abilities to provide, let alone 
increase benefits. Benefit payments above the cap are financed 100 percent by the territories, 
resulting in situations such as Guam's wh.... th. Federal sh .... i. roughly 40 pereent. Puerto Rico 
reports that, since 1987, AFDe =eloads have ."",Iy doubled from 98,000 units to 183,000 uoits. 
Further. beginning O<:tober. 1994, Puerto Rico will be required to extend eligibility to two~parent 
families. Puerto Rico estimates that an additional 40.000 families will be eligibJe 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 operate public a.q:sistance programs but adequate means to 
do so as well. 

A PERFORMANCE-BASED SVSTEM 

An underlying philosophy of welfare reform is the goa! of increasing State flexibility in achieving the 
program objectives of the new system and changing the cuiture of welfare admuusttation. A crucial 
area where State flexibility can be achieved is quail!}' assu""",,,. Currently, many quality control 
rules create perverse incentives for States; program administration is designed ro meet quality control 
requirements. not program improvement objectives, Additionally, States expend considerable 
resources and effort in meeting quality control needs. The result is a program mOnitoring system 
which does not serve the best interests of the recipients. A remedy for this is to alter the focus of 
quality control from payment accuracy to program outcomes. 

This weifare refurm proposal articulates cl"", objectives to aid States in policy development. 
Performance measures that reflect the degree to wbich policy intent is achieved win help shift the 
focus of effort from solely payment accuracy to program improvement. Performance measures in a 
t:ransitional 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 a 
broad range of program activities against wbich front-line workers, managers and policy makers can 
assess the efficiency and effe<:tlveness of the program. To the ex.tent possible. results-rather than 
inputs and processes-win be measured. Additionally, States and localities must have the flexibility 
and resources to achieve the programmatic goals that have been set. 
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The Federal Government will transition from a role which is largely prescriptive to one which 
establishes customer--driven performance measures in collaboration with States. local agencies, 
advocacy groups and clients. The exact methods for accomplishing program goals are difficult to 
prescribe from Washington. given the variation in loeal circumstances, capacities and philosophies. 
Therefore, substantial flexibility will be left for localities to decide how to meet these goals. faciHtated 
by enhanced interMagency waiver authority at the Federal ~eveL 

Performance Measures 

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

For the purposes of monitoring State progress and administering technica1 assistance~ measures will be 
implemented whieh provide feedback and information useful for program administration. Such 
measures will not be used to bold States accountable for performance but may be used to indicate that 
a State may require program improvement. 

Quality Assurance 

Although payment accuracy shan remain an important facet of Quality Control, the current system 
will be upgraded to capture IliQre information and to become a more general quality assurance system. 
Much information and data collected wiU depend on the development of the performance measures 
described previously. Other indicators of program outcomes. such as client satisfaction shall also be 
included. 

Techni",,1 Assismnce 

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

ACCOUNTABILITY, EmCIllNCY, AND REDUCING FRAUD 

Multiple and uncoordinated programs and complex regulations invite- waste, fraudulent behavior and 
simple error. Too often, individuals can present different information to various government agencieS 
to claim benefits fraudulently with virtually no chance of detection. 

The new program of tranSitional assistance, in and of itself, will go a long way toward preventing 
waste and frand. During the period of transitional cash benefits, the.. will b. enhanced tracking of a 
client~s training activities and work opportunities) as well as me electronic exchange of tax, benefit 
and child support information. Also, the newly expanded EITe largely eliminates current incentives 
10 'work off the boo.." and disincentives to report all employment. With the EITC. it is now . 
advantageous 10 rep<>rt every single dollar of earnings. 
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New technology and automation offer the chance to implement transitional programs which ensure 
quality service. flSCal accountability and program integrity. Program integrity activities wiil focus on 
ensuring overall payment accuracy, and detection and prevention of recipient. worker and vendor 
fraud. Such measures include the following: 

• 	 Coordinate more compietely the collection and sharing of data among programs. espedally 
wage, tax, child support and benefit information. 

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

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

Tigbtening up the definition of essential persons wiJt also reduce abuse, Currently. 22 States have 
selected the option of including essential persons as: part of the AFDC unit. These individuals are not 
eligible for AFDC in their own Tight. but they are included because they are considered essential to 
the well-being of an AFDC recipient in the family. This is a loophole that allows States to hring in 
relatives like adult siblings into the AFDC unit. We propose defining essential persons as only those 
who 1) provide care that would allow the caretaker to pursue work and education or 2) provide care 
for a disabled person. 

Rationalt 

SimPlifying and co<>rdin.ting filing units and rules within AFDC and food stamps is critical to the 
entire welfare reform effort. In many cases. the administrative processes that currently exist are 
nonsensica1 and serve to frustrate client and caseworker alike. Standardization among programs will 
enable caseworkers to spend less time on determining eligibility for various programs and more time 
on developing and implementing strategies to move clientS from welfare to work. 

Eliminating the current bias in the welfare system against two-parent families 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 a "marriage penalty- to recipients who choose to wed 
by potentially making the married-eouple family ineligible for assistance. By eliminating the disparity 
in the rutes, parents: will be encouraged tl) remain together and the inequity of treating different 
family types differendy will be removed. 

In order to encourage work. it is essential for recipients to experience economic return from their 
work effort. Changing the earnings 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. rationaJ option for recipients, By aliowing workers in low benefit States to keep 
more of their earnings, it would increase the economic well-being of those W(lrkers. 

Restrictive asset rules often frustrate the efforts of recipients to save money and subsequently hamper 
their ability to attain self~sufficiency, Economic security is a vital step towards leaving welfare 
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permanenUy. Changing the asset rules to allow recipients attain savings, own a reliable car. or even 
start a business is an important step in the right direction. Increasing the amount of savings a 
recipient may maintain will help reduce the economic vulnerability that recipients face when they 
leave the we1fare reUs. Demonstrations which test the use of starting small businesses as a means to 
self..sufficiency wiU help us explore that option more thoroughly. Finally. by allowing recipients to 
own at least one reliabJe car, we wilt help ensure that those who rely on automobiles for 
transpOrtation wUJ 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 lives 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 ootjust an end to welfare as it 
is known today. They represent a new vision for supporting America's children and families. 

Transforming the socilil welfare system will not be an easy task:. The social and economic forces that 
have contributed to our current situation go well beyond the welfare system and impact the poor and 
non-poor alike. While the obstacJes are formidable, ' 
undertaking reform of the current welfare system is essential in order to improve the well-being of 
our children now and for the future. 
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GLOSSARY 


Arnc - Aid to Fomm.. with Dependent Child ..... program: The primary welfare program, 
whi-ch provides cash assistance to needy families with dependent children that have been deprived of 
parental support. 

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

CSIlA - Child Support EnfortJ.'lllent and Assurance: A system designed to gnarantee that 
custodial parents get some assured level of child support, even when the absent parent fails to pay. 

CWIlP - Community Work Ilxperi"""" Program: This is • JOBS program activity which States 
can, but are not required to~ make available to JOBS participants. CWEP provides experience and 
training for individuals not otherwise able to obtain employment. The required number of CWEP 
hours can be 00 greater than the AFDC bea:efit divided by the higher of Federal or State minimum 
wage. 

IlITC - Earned Income Tax Credit program: A tIX <redit that targets tIX relief to working low­
income tlXpayer. with children, to provide relief from the Social S«urity payroll tax (FICA) and to 
improve incentives to work. 

FSP - Food Stamp Program: A national program designed primarily to increase the food 
purchasing power of eligible low~income households to a point where they can buy a nutritionaHy 
adequate. iow~ diet. Eligible households receive food stamp benefits on a monthly basis in the 
form of coupons that are accepted at most retail grocery stores. 

JOBS - Job Opportunities and Basic Skills Training Program: The work, education, and 
training program for AFDC recIpIents. In a greatly expanded form, this program would be the 
centra) focus of the Administration's reformed system. 

JOIlS-Prep: The program proposed for persons not yet able to work or enter JOBS. Persons in this 
program, including mothers with very young children, wilt be expected to do something to contribute 
to themselves and thelr conununity. While In JOBS·Prep, they would not be ,ubject to the time limit. 

JTPA - Job Tralning Part.....hlp Act program: The goal of this Department of Labor block gr~ 
program is to train or retrain and place eligible individuals in permanent, unsubsidized emptoyment. 
preferably in the private sector. Eligible Individuals are primarily economically disadvantaged 
individuals, 

Healthy Start: Healthy Start Is • demonstration project designed to reduce Infant mortality by 50% 
over 5 years in 15 U.S. CQIDmunities with extremely high infant mortality rates. Medical and social 
service providers within the targeted communities work coUaborative1y to develop new and innovative 
service delivery systems to meet the needs of pregnant women and infants. 
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PIC - Private Industry Councils: These Councils are composed of bu.iness leaden from the 
private sector and representatives of the public sector and unions. Their role is to guide and oversee 
the direction of lTPA employment and training programs. PICs are responsibJe for providing pone)' 
guidance in partnership with local governments. 

School-t<>-Work Initiative: The pending School·to-Work Opportunities Act of 1993 would provide 
States and local communities with seed money to devclop and implement systems to help youth make 
an effective transition from school to eareer-<lriented work. The program would be designed .and 
administered jointly by the Departments of Education and Labor+ and would fund work-based 
learning. school~a~ learning. and connecting activities. 

Title X - Family Planntng Servl"",: These grants are provided to State agencies for family 
planning services including contraceptive services, infertility services and special services to adoles­
cents. 

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

UIFSA - Unlfonn Inlerslal. Family Support Ad: A model law which, If adopted, would make 
State laws uniform and simplify the processing of child support actions which involve parents who 
Jive in different States. 

WID - Workforce Investment Board: A body to be created at the Federal level which would be 
responsible fur serving as a "Board of Directors M for workforce development programs in a labor 
matkel. The Workforce Investment Boord would provide policy oversight and strategic planning for 
Department of Labofwfunded and other training programs in an area. The majority of the- Workforce 
Investment Board would be composed Qf 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 at the local level (although a PIC that met the criteria could become the Workforce 
Inv..tment Board). 

WORK: The Administration's proposed publicly-subsidized work program fur 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 

AIDe 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 a 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-VP) program. The total AFDC caseload represents 5.0 percent of the total resident V.S. 
population. Two-thirds (9.2 million) of AFDC recipients each 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 S120 in Mississippi to 
S923 in Alaska. In real dollars, the average monthly benefit per AFDC family has declined from 
S644 in 1970 to S388 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 S12.2 billion in 1992, and S1O.0 billion was paid by the States. Total administrative costs, 
shared equally between the Federal government and the States, were S2.7 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 APDC 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 S1.1 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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Jeft welfare cycle baek on. Within the ftrst year after leaving the welfare rons~ 45 percent return; 
almost two-thirds return by the end of three years. By the end of seven years. tru)re than three­
quarters of those who have left the welfare system have returned at SOme point. Almost half of all 
spells of welfare end when a recipient becomes emp:oyed; other reasons for leaving AFDC include 
marriage and children growing up. About 40 percent of women who ever use welfare are short-term 
users, about one--third are episodic users and one-quarter are long-term users. Using data from 1968 
through 1939. the average time spent on welfare was 0.2 years. 

While Ille number of AFDC recipients remained relatively constant between 1975 and 1988. AFDC 
easeloads rose sharply during the early 19905. The mollthly average of 13.6 million recipients in 
1992 represented a 2.1 million increase since 1990. AtcOrding to a recent Congressional Budget 
Office srudy. the primary rearons for the sharp increase in Ill. AFDC case10ll!! between late 1989 and 
1992 are Ille growth in Ille number of female-beaded families, especially those beaded by women who 
never married. the recession and the weak economy. 

The vast majority of AFDC families are beaded by a single female. Among single female-headed 
AFDC households. the proportion uf AFDC molllers who have never been married has significantly 
increased. althougb Ill. proportion of divorced AFDC mothers still remains sizable. The AFDC 
<:aseload is racially and ethnically diverse. Thirty-nine percent of APDC family caseheads are 
African-American. 38.1 percent are white, 17.4 percent are Hispanic. 2.8 percent are. Asian. 1.3 
pereent are Native American, and 1.6 percent are of another race or ethnic.ity. 

The average AFDC family is small. In 1991.12.3 percent of AFDC famlll.. bad 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 famHy size of an AFDC family has also become 
smaller over time, from 4.0 in 1960 to 2.9 in 1992. Over twMhirds of AFDC recipients are 
children. In 1991. almost .ne-balf of AFDC children were uader six years of age; 24.8 percent were 
under age 3, and 21.4 percent were between ages 3 and 5. Qne.thlrd (32.6) of AFDC children were 
aged () to 11. and 21.4 percent were age 12 or over. 

Over half of AFDC mothers began their receipt of AFDC as teenagers; however. AFDC <:ases willl 
teenage mothers (i ••.• under age 20) make up only a small fraction of the AFDC casfload at anyone 
time. In 1992, 8.1 per=t ofilie 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 were In their forties. 
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