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CONFIDENFIAL March 22, 1994
MAJOR POLICY ISSUES

The plan as described previousty 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 a8 1 way of 1ife?” Are the notions of "success” that
the plan assumes consistent with expeciations for dramatic reform?

* © Docs iha plan achieve an appropriste balance between responsibility and oppottunity,
ard between high sxpectations for parents and protection of children?

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

What Is Success?

An important challenge for the plan is to embody 8 dofinition of success that reflects the several
dimensions of "ending welfare as a way of life.” I must also recognize the difficalty of the task, the
constrained cupacity of the system to achigve if, aml the need 1o protect vulnerable children and
familios.

The plan assumes that success hag several dimensions:

. Eading welfare a5 3 way of life, by expecting everyone t3 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
time limits.

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

. Reducing the number of people who come onio welfare in the fiest place by making
work pay, discouraging tean pregnancy and births outside marriage, and enforcing the
obligations of both parents,

s Achieving some cazeload and cost raductions over time after a reasonable perind for
investment and implementation, .

A key decigion 10 be made about whether the plan fulfills its promise of transforming welfare has to
do with the scale and speed of itnplementation of the reformed welfare systern, Should we seek 1o



Bring everyone on the caseload into the new system guickly, 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 strategy could start with new applicants, with selected States, with families with older
children, or with young applicants and recipients. A focus on new applicants raises serious equity
concerns between people whe came onto welfare very young and those who managed to stay off for a
longer period of time. A State-by-State strategy raises serious capacity issues at the State level and
questions about whether we have achieved truly national reform. The primary arguments for a foaus
on families with older children have 10 do with parental care of children and the cost of day cace, but
suck a focus raxm questions about whether the colturs of welfare can be changed if families are on
welfare for several years until their children reach an age where the parents face time limitg 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 probably the greatest hope of making 2 profound change, and of sending the
message that welfare ¢an no longer be a way of life. Under this approach, we would devote energy
and new resources w ending welfare for the next generation, rather than spreading efforts so thin that
Hitle real help is provided to anyone,

Everyone agrees that independence 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 thinxing about work expectations, and about whether supplementary welfare benefits and
sxemptions from the time limit should be provided for workers.

The first issue is under what conditions someone who is working can continue to receive
supplementary welfare benefits outside the constraint of the tw gear time Hmit, The issue arises
because even full-time work at the minimum wage leaves & family below the income eligibility level
for welfare in a few States, In about half the States, half-time work at the minimum wage leaves 3
family of three below the welfare eligibility levels, Larger families are eligible in more States, The
question is whether the clock should stop for people working 20 or 30 hours. Proponents of allowing
partime work 1o stop the clock argue that getting someone (6 work gven part time is a big success 77
and should be rewarded. Opponents argue that allowing AFDC to continue ag a work supplement for
long periods of time s counter o the basic philosophy of ending welfare dependency,

The Working Group and Cabinet had difficult and somewhat inconclusive discussions
of this issue. There was general agreement that supplementary welfare henefits
should be provided irrespective of the time limis for anyons working at least 30 hours,
Thers was also geseral support for allowing a State option t 20 hours. An
aiternative proposal, which aiso had considerable support, was 10 stop the ¢lock for
20-hour workers who had pre-school children.



A related issue arises around the number of hours of work that States would be reguirad 1o provide,
after the time limit, through subsidized or community servics jobs, and around whether supplemental
welfare benefits should be paid if the hours of work the State provided did not generate pay at least a5
high as the welfare benefits received by mon-working welfare recipionts in the State,  Because of wide
variations in State welfars benefit levels, the number of hours of work at the minimum wage reguired
t eam the equivalent of the welfars benefit Ievel for a family of threa 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 mors 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 w define hours of work at 2 level 3o low that a significant
portion of income comes from benefit supplements. With this caveat, there was
gensral 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 a3 well off as welfare recipients who did not work.

The Balunce 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 zbout 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 grenss: that of time limits and work requirements; and that of parental
responsibility and prevention,

A oumber 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 discouragiug long-term. participation in the WORK
program, and around protections for children when parents do not meet the requirements of the
program,

g 10 & : ' me fimit. Should any groups of recipients have the time
izmzt exie:;ded? Sh{x{id any be exem;;zed from 815 requirements of the time limit?

The issue of extensions arises because some vecipients, especially those with language difficulties,
sducation 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 extensioas
for such purposes as completing high school or a job training program were
approprigte, They generally agreed that extensions should not routinely be granted
for the purpose of compieting a four-year college program, but that higher education
combined with part time work wag appropriate.

3



The issue of exemptions from the time limit arises because not ali recipients are able w work, even if
they are not Severely envugh disabled to qualify for 881, A second type of exemption issue ariges

. hecause 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, I8 exempted from participation.

The Working Group and Cabinet generally agreed that exemptions should be limited,
and that participation in some activities should be expected even of those who are
exempted, They rentatively 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
seripus barriers 0 work.

There was considerable discussion of the issus of whather exemptions for mothers of
infants should be for one year (i.e., until the bai}y s first birthday) or for twelve
weeks* (weiv& weeks is the maadazed leave time in the Parental Leave Act.) The plan
currently assumes a ong-year gxemption for infants who were not conceived on
welfare and g vwelve-week exemption for those conceived on welfare.

engied partisl - un Lvige k. The WORK program
of subszdzzw ami mmmmty service jabs is dwgned to be 2 short term supplement 0 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 10 ensure this:

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

Federal reimbursoment 1o States could reflect the amount of time people were on the
rolls, in order o provide the States with serious incentives © move people into
employment.

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

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

There is general agreement that & sericus reassessment should be done of everyone who
comes 1o the end of one or two job placements without having found private sector work.
Those found at that point to be unable 1o work would be returned to deferred status with full
benefits, Those found to be able to work and unwillisg 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 continusd
theough another job slot, a workfare assignment, or training linked with work.



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

ing. A ectiong. If the welfare reform plan is to be serious about ending welfare as a way
of hfe and about changmg the basic values and cufnere of the welfare system, & must embody serious
consequences for recipients who do not meet the requirements. The plan basically continues current
law sanctions for non-participation in the JOBS program, which remove the adult from the grant for
increasing periods of time for each sanction. It adds 2 severe sanction~benefit termination—for
refusal to gccept a private sector job. After the time limit, non-participation in the WORK program
carries the same sanction as for ordinary workers: wages are not paid for hours not worked, Notice
and hearings protections are continued. In addition, the State must keep its end of the bargain:
services mustibe provided.

Families whose benefits are terminated for refusal to take 2 job or to participale in the WORK
program continue 1o be eligible for food stamps and medical assistance. There is, however, the
danger that in rare clrcumstances families will find themselves komeless or unable 10 care for their
children. For these families, the shelter system and the child welfare system provide the safety net of
Tast regort, If the welfare system is working properly, these failures will be extremely rare,
ﬁcm{héiess, the fact that they may occur must be faced, since there is no apparent alternative if the
systam i to be serious about expectations,

In the area of pareotal responsibility and prevention, the plan attempts 1o balance responsibility and
opportunity for both mothers and fathers. Rather than simply focusing on the work obligations of
custodial parents, it proposes a strengthened approach to child support enforcement that makes clear
to fathers as well as mothers that parenthond brings with it clear obligmtions, 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 demonstzations focused on work opportunities and
expectations for noncustodial parents. J¢ also proposes a set of requirements on and services for
minor and school-age parents, and a compreliensive approach (o teen prégnancy prevention. Finally,
it proposes 1o extend eligibility for benefits to two-parent families, to remove the current hisg in the
sysiem woward ono-parent families,

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

- t Assurance demonsirations. The proposed child support assurance demonstrgtions are
caatreve:sxai no: miy bmusc of mst }:mt also because of the idea itself, Child support assurance
speaks to the circumstance when lithe or no money is collected from the noncustodial parent, either
because the system is ineffective or bacause the absent parent has very low earnings. Child support
assurance guarantees that single parents with a child support award i place could count on 2
minimum level of support which they could use to supplement their earnings. Some see child support
enforcement and assurance as a ¢rucial way to "make work pay” and 1o gase the transition from
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welfare to work for single parents. Opponents see it as close to simply being welfars by another
name, that might also provide an incentive for fathers fo escape their obligations.

iyi nents. The plan proposes to require minor mothers o five &t home or with a
respnnmblc adult ”I‘h(;ugh thm‘e is general agreement that very young mothers need care and
supervision from adults, there are some questions about whether we can ensure adequate protections
for minors in abusive or otherwise unsuitable homes.

Eamily cap option. The plan also proposes an option for States to adopt “family caps™ that limit
benefit increases when additional children are conceived by parents already on AFDC. Proponents of
family caps, some of whom belisve they should be a requirement and not just a State option, argue
that they reinforce a message of parental responsibility and help achieve gquity between welfare
recipients and working families, who do not receive 2 pay raise for additional children. Opponents of
family caps argue that there is no evidence that they deter births, and that they deny benefits to needy
children, In atidition, opponents argue that the average value of the benefit increase is not much
greater than the value of the tax deduction and the EITC increase for a working family that has an
additional child,
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March 22, 1994
OVERVIEW

Qur current system seems at odds with the core values Americans share: work, family, opportunity,
responsibility.  While we believe that work is central to the sirength, independence and pride of
American families, 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 weifare
gystem 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
provide litile dr no economic or social support to the children they parented, and single-parent
families sometimes get welfare benefits and ather services that are unavailable © egually poor two-
parent families. One wonders what messages this system sends to our children ahout the value of
hard work and the importance of personal and family responsibility.

‘This welfare reform plan is designed to give people back the dignity and control that comes from
work and indepeadence. Tt is about reinforcing the values of work, family, opportuaity and
responsibility. The current system pays cash when people lack adequate means 10 provide for their
families. We propose a new vision aimed at helping people regain the means of supporting
themselves and 2t holding people responsible for themselves and their families. The proposal
emphasizes that work is valued by making work pay. It signals that people should not have children
until they are ready to support them, It stresses that parents—both parents—have responsibilities to
support their children. It gives people access to the skills they need, but also expects work in return.
It limits cash assistance 10 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 finding peopie jobs
and giving them the skills and support © keep those jobs.

Ultimately, this plan requires changing almost sverything sbout the way in which we provide support

t struggling familics, To achieve dos vision, the plan has four main elements.

MAJOR ELEMENTS
Preventing Teen Pregnancy and Fromoting Parental Responsihility

If we are going to end long-teem weifare dependency, we must do everything we can to prevent
people from going onto welfare in the first place. Families and communities neel to work together to
snsure that real opportunities are available for young people, and they must teach young people that
men and women who parent children have responsibilities and should not become parents until they
are able to nurture and support their children. We also need to make it clear that hoth parents have
responsibilities to suppodt theic children. Our proposal calls for:
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Brevention.

4 natlonal campaign against teen pregnancy, which sets clear goals of opporunity and
responsibility for youth, and draws on all segments of society and government.

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

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

Requiring minor mothers to five at kome, with their parents or a respcnsihié adult-not receive
a separate check for setting up 3 separate household.

State option to limit addirional benefits for additional children conceived by parents on
welfare,

End rules which discriminate against iwo-parent famities. The 100-5our rule and quarters-of-
work rule which apply only w two-parent families would be repealed,

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

Cergral child support registries in every State, to track payments and take prompt action when
mongy isn't paid,

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

Regular wpdating of awards.

New measures 10 penaiize those whoe refuse 1o pay—from license suspension o IRS
snforcement,

. A new program of reguired work end tralning for men who owe child support and fall to puay.

Demonstrations of parenting and access programs and child support assurance.



Support for Working Families

One of the greatest perversities of the current system is that pecple on welfare often have higher
incomes, better health pratection, and greater access 10 child care than working poor families, This
plan it designed 1 help familles support themselves by going to work—not staying on welfare. The
key elements are;

: o \ The expanded EITC makes it possible for low-wage wmkm to
support their fmmlms above poverty Efforts will be made o help families receive the EfTC on a
reguiar basis.

Health care reform, 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 ensuri?ﬁg that working persons get health protection,

; 4 king poor. In addition to ensuring child care for participants in the transitional
zsszszzace progfam anti fi}r those who transition off welfare, child care subsidies will be made
available 1 low-income working families who have never been on welfare but for whom assistance is
essential to engble them to remain in the workforce and off welfare.

Replacing Wellare with Transitional Assistance and Work

We do not need a welfare program built around writing welfare chocks-~we need a program built
around helping people get paychecks. We nead to transform the culture of the welfare bureaucracy to
convey the message thal everyone is expected t© move toward work and independence. We envision
a system whereby people would be asked to start on 2 track toward work and independence
immediately, with Himited exemptions and extensions. Each adult would sign a personal responsibility
contract that spells out their obligations, as well as what the government will do in return. Our ‘
propesal calis for:

Full padticipation. Every able-bodied individual who receives cash support is expected to do
something © help themselves and their community. The requirement applies to those who arg
preparing themselves for work and to those who are currently not ready to work, Those who are
ungble to work due 1o disability or other reasons will be expected t0 do something for themselves or
their community but will not be subject to time limits unti] they are ready to engage in training,
education, job search or job placement.

wram, The focus of the welfare system must be changod from a system focused -
on wntmg checks and venfymg cireumstance 1o one gearad 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 resourves. A reformed JOBS
program would include:

Personal Respemi&ﬁizywifamraa, In order 1o receive agsistance, peopls will have to sign a
personal responsibility contract that spells out their responsibilities and opportunities, and
develop an employability plan to move them into wock as quickly as possible,




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

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

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

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

Time limits, Individuals who are ahle to work will be limited 10 two years of cash agsistance, Most
people will be expected 1o enter employment well before the two years are up.  Mothers with infants,
people with disabilities that Hmit work, and those who care for 3 disabled child will be placed in a
JOBS-Prep program, and not be immediately subject to the time Jimit, Extensions would be granted
in a Himited mumber of cases such as those who need to complete high school, or people who need
more time because of Ianguage barriers.

ANWORK program, Those people who are still unable to find work at the end of two years will be
required to work in a private sector, 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, Stites 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, community-based program. States would be able % use money which would have
been spent on welfare and an additional amount for administration % place people instead in
subsidized private Jobs, with local community organizations, or in public service employment.
The program will have close links o the local community.

Strong private sector emphasiz, The strong emphasis will be on placing people in subsidized
private sector placements that will lead 0 unsubsidized work.

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

Keeping stays in the WORK program short. To discourage long-term stays in the WORK
_program, the plan includes limits on the duration of any one placement, frequent job search
requirements, no BITC for those in subsidized work slots, and 3 comprehensive reassessment
for people aRer two placements.

Special riles for places with high unemployment. Plates with very bigh unemployment may
be granted special exemptions and given added financial support.




Dollar caps on the JOBS and WORK programs. These programs will be capped entitlements,
with fixed dollar amounts designed to meet the projected caseload. This will increase State
accountability and encourage rapid movement into the private sector.

Reinventing Government Assistance

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

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

o 2 SU grams, 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. The proposal will:

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

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

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

advancements would be:

A nationwide public assistance clearinghouse, which tracks people whenever and wherever

they use welfare. Such a system is essential for keeping the clock in a time-limited welfare
system. Persons will not be able to escape their responsibilities by moving or by trying to

collect benefits in two jurisdictions simultaneously.

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




The Impact of Reforms

Making all these changes overnight would seversly strain the ability of Faderal and State governments
to implement the new system. Wa recommend phasing in the plan by starting with voung people, to
send a clear message that we are ending welfare for the next generation, The mtached tables are
based on starting with the youngest third of the projected caseload--persons born after Z§*’?1 who will
be age 25 and under in 1996 when the new system is implemented,

Starting with that cohort of people, the system will be transformed. Anyone bora after 1971 who is
on welfare today, and anyone bora after 1971 who enters it subsequently, will face new opportunities
and responsibilities. By the vear 2004, this group will reprasent over 60 percent of the projected
caseload, as older cobiorts leave and new persons born after 1971 enter.  States wanting 10 move
faster would have the option of doing so.

L

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




TABLE 1

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

FY 1997 FY 1999 FY 2004
Projected Adult Cases With Parent 1.43 million 1.93 million 3,34 miilion
Born After 1971 Without Reform
Off welfare with Reform
(Heaith reform after 199, EITC, B4 million 08 million .81 million
Child Care, JOBS, WORK, etc.}
Program Participants . 1.39 million |  1.85 million |  2.53 million
I Working While on Welfare .12 million 17 million 21 million
JOBS Participants .74 miltion .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 36 million 06 million 08 miilion
.24 million 25 million .35 million

JOBS-Prop-~caring for child under one

Noteg:

Numbers assume modest behavioral effects that increase over time, These behavioral effects include
erployment 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
subiect to considerable error, siace it is difficult to make caseload projections or to determine the
impact of WORK requirements on behavior. Figures for FY 2004 also assume behavioral effects

from the full implementation of health reform.

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

Family Support Act,




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

Under the plan, we will go from a situation where thres-quarters of the persons are collecting welfare
and doing nothing in return—neither working nor in training—to a situation where three~quarters are
gither off welfare, working with 2 subsidy, or in time-Jimited training. Only those unable W work are
outside the time limits, and even these persons will have greater expectations and opportunities under
the proposed system. In addition, we expect the reform proposal to sigaificantly increase paternity
establishment rates, to increase child support payments and to lower child poverty.

TABLE 2
] Projected Welfare and Work Status for Persons Born nfter 1971
k Who Would Have Been on Welfare Without Reforms
FY 2004 — Without Reforms FY 2004 - With Health and
Welfare Reforms

Working with Subsidy; In 23% T4%
Mandatory Education, Training
ar Placement; or Off Welfare
with Reforms
Not Working; nor In manda- 7% 206%
tory Education, Training or
Placement
TOTAL ' 100% 100%

Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will be seibacks, We must guard against unrealistic expectations. A welfare system which
svolved over 30 years will not be transformed overnight. We must admit that we do not have all the
answers, But we must not be deterred from making the bold and decisive actions needed 1o create a
system that reinforces basie values.
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March 22, 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 policy decisions. Key elements which could be
part of a welfare reform plan are shown in Table 1. Some initial financing alternatives are shown in
Table 2. The combined State and Federal costs of each major element of the welfare reform plan are
shown in the accompanying table. Assuming the Federal government pays 90 percent of the new
program costs, the plan could cost between $6 bitlion and $16 billion over 5 years, and between $24
billion and $55 billion over 10 years.

FINANCING OPTIONS

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

We have explored closely related 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 will generate a certain amount
of savings from child support enforcement, caseload reductions, and changes in eligibility rules.
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 is 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 help keep
people off welfare, States currently have wide latitude to determine the scope of their EA programs.
Recently States have realized that the definition of the program is so broad that it can fund almost any
critical services to low-income persons. Since the EA program has a Federal match, States have
rapidly begun shifting costs from programs which the States fund on their own such as foster care,
family preservation, 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 program by establishing a Federal matching
cap for each State’s EA expenditures. Two alternatives might be used in setting the cap: Payments
could be capped at the FY 1993 level for all States and then adjusted for inflation. This would save
roughly $2 billion over 5 years. The alternative would be to set a cap equal to 3 percent of the
State’s total AFDC benefit payments incurred during the previous fiscal year, and grandfather States
that are above that level at their FY 1993 expenditure level.




The Federal match will continue at 50 percent up 10 the cap.  Under the new capped pragram, States
will also be given the flexibility to determine fheir own definition of emergency services, This will
give the States flexibility to address various special emergency problems. We would use the FY93
expenditures {estimated at $386.9 million) for setting caps and grandfather provisions, since using
FY94 figures would encourage States to spend mors this year to increase the bageline,

Critics of this praposal point to the fact that much of the money is mow going to programs such as
child weltare and homeless relief. They also note that capping at the FY93 level may hurt States
whose spending rose in FY94.

I LOIDE he L . : gram.  The Child Care
}'ood Program pmvzdes fmd subs;ém fz)r a&ziémﬁ in iw{} iypes of setzmgs child care centers and
family day care homes, They are administered quite differently. The subsidies in centers are well
targeted becauss they are means tested; USDA baligves that over 90 percent of Federal dollars
support meals served to low-income children, The family day care part of the program is not well
targeted because it has no means test (due o the fack of administrative ability of the providers), A
USDA-commigsioned study estimates that 71 percont of Federal dollars support meals for children
above 183 percent of the poverty line. While the ¢hild care center funding levels have been growing
at a modest rate, the family day care funding levels are growing rapidly (16.5 percent between 1991
and 1992).

The following approach better targets the family day care funding to low-inconie children and creates
minimal administrative requirements for providers. It would raise roughly $0.6 biltion over § yeurs,

. Family day care homes located in low-income areas {e.g., censas tracts where 2 third or haif of
the children are below 200 percent of the poverty ling} would continue to receive relmbursement for
all meals as they do today.

2. All other bomes would have a choice. They ¢ould elect not to use a means-test; if they elect this
option, they would receive retmbursement but at a somewhat reduced rate (31.27 per meal instead of
$1.52), though still much higher than the rate paid for most chiidren in child care centers. (Meals
served to children over 185 percent of poverty in centers are reimbursed at just $.31 per meal.)
Alternatively, a family day care home ¢ould administer a simplified, two-part means-test. Meals
served to children below 183 percent of the poverty ling would be reimbursed at the higher vats,
Meals served o children 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 well-to-lo areas, this seems rather uniikely.

ol 13 : ' ¢ Rule of Food Stamps. Food stamps
ané &Z‘I}C use semaw?zaz éifferent {ieﬁmtzcns {}f fzmtiy &Fiﬁ)C 13 a child-centered program with the
filing unit defined aarrowly arpund the child, The child’s parent and siblings are usually part of the
unit, but other relatives generally are not. Indeed, even siblings and parents are not part of the
AFDC unit if they receive SSI. The Food Stamp program uses a definition which is closer 10 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
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cut many people off AFDC in low-benefit States, 83 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 sbove 130 percent of poventy (i.e.
roughly $20,000 for a family of four) are not eligible to collect stamps.  One option would be to
apply the Food Stamp 130 percent rule to AFDC units as well--effectively denying AFDC benefits to
adults and children living in families with income above 130 percent of poverty. This-would impose
no new administrative burdens since the rule already applies to food stamps.

Two types of families would be affected by this plan. First "c¢hild only" cases would be reduced
significantly. Child only cases are those where: no parent is present and the child is living with 2
relative who is not the legal guardian, the parent is pressnt but the parent is an undocumented alien,
or the parent is present but receiving 8SI. These cases have grown Jdramatically in recent years,
rising from reughly 480,000 in the mid to late 1980s to nearly 700,000 cases in 1992, In child only
cases, relatively little income of other housshold 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 targetad to poor families. The
argument against it is that the limiation on benefits might discourage some relatives ftpm taking in a
¢hild who might otherwise end up in foster care. Oane advantage would be that & would be harder to
game the time-limited welfare system by "placing™ a child with a relative, Relative caretukers who
are not the guardian of the child would pot be subject 1o work requirements and time limits.

The second type of families which could be affected by the 130 percent rule would be extended
family sentings, 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 countex! in determining eligibility. Other
situations would include cases where the parent is living with a stbling. This policy would prevent
AFDC payments to situations where the parent had low income, but the extendsd family’s income is
well above poverty. The possibie disadvantage is that this policy might discourage extended familiss
from living toyether. :

The most extreme proposal would be 1o strictly apply the 130 percemt Food Stamp rule 6 AFDC.
This would reduce AFDC expenditures by roughly 6 percent or §7 billion over 5 years, A more
modest proposal would he 0 reduce benefits to this group by 172 or 1/3 in recognition that they are
living in another person’s household and have lower expenses. These options would save $3.5 billion
and $2.3 billion respectively. Note, none of these proposals would affect Medicaid eligibility of any
persons,

Fighten S : Eli y Rules § :tizens. . In recent years, the number of non-
cmzens iawﬁzily zeszdzng in the U. S who ce! ect SSI has risen very dramatically. The chart below
shows that aliens rose from 5 percent of the 551 aged caseload In 1982 1o over 25 percent of the
caseload in 1992, Since 1982, spplications for SSI from legal aliens have tripled, while immigration
rose by only about 50 percent over the period,

Most of these applicants enter the country sponsored by their relatives. Until this year, current law
required that for 3 years, a portion of the sponsored income in excess of 110 percent of poverty be
"deemed” as available to help support the Jegal alien should they need public assistance, Currently 47
percent of aliens on SSI apply in their 4th year in the .5,




‘The House Republican welfare reform bill finances its roforms by deénying all means tested benefits to
noncitizens other than refugees. Immigrants over 75 who have been in the UK. for over 5 years
would be exempted. Since undocumented immigrants are alrsady barred from collecting bhenefits
{except emergency medical services), this proposal only affects legal imumnigrants who have not yet
become citizens. Such a policy is extremely difficult to defend, Legal aliens are required to pay
taxes and contribute in many ways. We beliove the administration should categorically reject such a
proposal, -

Nonetheloss, the question of how long sponsors’ responsibilities should last for relatives they bring to
this country remains. Last fall, to pay for Ul extensions, Congress extended the time from 3 years to
5 years until 1996 when it reveris to 3 years again, as 2 way of funding the Ul extension. The most
modest propesal would be to extend the 5 year deeming provision permanently, ‘This plan would gave
$2.7 billion over § years. One might increase the deeming period to 7 years. That proposal would
save $3.5 billion over 5 years. Or one could deem until the immigrant became a citizen. Then the
proposal would save $6,8 billion. This latter option has the victue that it draws a clear and logical
policy ling~deem to citizenship. If such a policy were adopted, INS proposals 10 speed and simplify
the citizenship process (including dropping language requirements for the elderly) should probably be
adapted, since it i3 currently quite cumbersome, .

The propesal would set consistent deeming rules for non-citizens across four Federal programs (351,
AFDC, Medicaid, and Food Stamps). Those who support extended deeming argue it 15 based on long
standing immigcation policy that immigrants should not became public charges. Sponsored
immigrants are different from most citizens in that the latter typically spent their life working and
paying taxes in the [J.S. At the same time this propasal ensures that truly needy sponsored
immigrants will not be denied welfare benefits if they can establish that their sponsors are no longer
able to support them, The policy would not affect refugees or asylees,

Critics of this proposal argue that it feeds the already heightened hostility toward immigranis. This
olan {reats immigran: parents different from citizen parents, A sizable fraction of the Immigrants
come from poor countries, especially Mexico, and while the sponsoring family may not be poor (in
which case deeming would have ne effect), their incomes may not be particularly high.  Attaining
citizenship can be especially difficalt for elderly persons. The Hispanic caucus and 2 sizable number
of immigrant and religious groups are deeply troubled by any proposals sffecting immigrants,

The second element of this proposal establishes similar eligibility oriteria for all categories of non-
citizens under the four Federal programs. This element is loss controversial, Currently, due 10
different eligibility criteris in statute, and litigation over how to interpret statutory language, the four
Federal programs do not cover the same categories of non-citizens. The Food Stamp program bas the .
most restrictive definition of which categories of non-citizens are eligible for benefits (i.e., the
aligibility eriteria encompass @ fewer number of INS statuses). SSI and Medicaid have the most
expansive definition of which categories of non-citizens are eligible for benefits, and the AFDC
program falls between these extremes.

This proposal creates ¢ligibility criteria in the 581, Medicaid, and AFDC programs that are similar to
the criteria that currently exists in the Food Stamp program. The new list of INS statuses required
for potential eligibility to the 881, Medicaid, and AFDC programs would also be the same ag those
listed 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
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SSI, 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
beaef“ 15).

ALIEN RECIPIENTS OF §SI BENEFITS

Paccay of Total within Each Categoty

1993
Source: S51 10 percerk Sempis Fles,

Tax Compliance Measures

Deny EITG to Nonresident Aliens, YUnder current law, ponresident aliens may receive the EITC,
Because nonresident taxpayers are not required to report their worldwide income, it is currendy
impossible for the IRS 1o determine whether ineligible individuals (such as high income nongesident
aliens) are claiming the EITC. The proposal wonld deny the EITC to nonresident aliens completely.
We esiimate that about 50,000 taxpayers would be affected, mainly visiting foreign studenis and
professors. The proposal would raise $130 million over § years,

i mation Reporu sonnel, Under current law, families Jiving overseas are
melzgzbie fﬁt tha EI’I‘C '[‘ha ﬁfst pari ﬁt’ tl'us proposal would extend the EITC o active military
families Hiving overseas. To pay for this proposal, and 1o raise net revenues, the DoD» would be
required to report the nontaxabie earned income paid to military personnel (both overseas and
stateside} on Form W-2. Such nontaxable earned income includes basic allowances for subsistence
and guarters. Becauge current law provides that in determining earned income for EITC purposes
such nontaxable earned income must be taken into sccount, the additional information reporting would
enhance compliance with the EITC 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
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previous one on the tables for display purposes.

Gambling Complijance Proposals, Current rules require 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 least 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 regardless of the odds, No withholding is imposed on winnings from keno,
bingo, or slot machines. There are three components to this revenue raising proposals, as follows:

(@) In i i mbling winnings in f The first
component of this proposal would increase the withholding rate on certain gambling winnings
from 28 percent to 36 percent. The higher rate would apply only to winnings in excess of
$50,000. In addition, it would apply to such winnings regardless of the odds. This is
estimated to raise $516 million over 5 years. The increased revenues result from a speedup in
collection of tax and enhanced compliance.

(b) Withholding on gambling winnings, The second component of the proposal would

impose withholding on gambling winnings of over $7,500 from keno, bingo, and slot
machines regardless of the odds. This is estimated to raise $248 million over 5 years.

(¢) Information reporting on gambling winnings, Currently, information reporting is

required on gambling winnings in excess of $600 (except that in the case of bingo and slot
machines the threshold is $1,200; and $1,500 in the case of keno) but only if the payout is
based on betting odds of 300 to 1, or higher. The proposal would extend the information

reporting requirement to any winnings of $10,000 or more regardless of the betting odds.

This would raise $215 million over 5 years.

Reduce Inappropriate EITC Use. Proposals include verification of children, requiring paternity of
lone male filers, coordinating AFDC and the EITC, and other ideas.

Revenue Raising Measures

Tax on Revenues from Gambling, 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 amount wagered. Only wagers with respect to sporting events or contests and pools
and lotteries conducted for profit are subject to tax. The tax does not apply to drawings conducted by
nonprofit organizations, games where winnings are determined in the presence of all persons placing
wagers (such as table games, bingo, and keno), parimutuel betting licensed under State law, wagers
made using coin-operated or token-operated devices, and State lotteries, The proposal is to place an
gxcise tax on gross revenues (wagers less winnings paid out) from all gambling activities except 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.

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 $10,000 of adjusted gross income. The maximum
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amount of creditable expenses is $2,400 for households with one qualifying dependent and $4,800 for
two qualifying dependents, resulting in a maximam credit of $1440 (i.e., 30 percent of $4,800), or
$960 for those whose credit rate is 20 percent, Currently, after the phase-down o 20 percent, the
credit is available regandiess of the taxpayer's income. Several alternatives have been considered in
phasing out or reducing the cradit, including the following thres options:

s ' 3 ; avers, The proposal would hegin to phase out the
credtt (; £, remove thé 2{} pexcam ﬁoor} for taxpayers with adjusted gross income of at least
550,000, $pe{: fically, the credit would be reduced one percentage point for every $1,000 of
income in excess of $90,000. Thus, the credit would be fully phased out at $110,000. This
option is estimated to raise $781 million over § years,

gﬁgm;gmg, Under this uptlon the crecl:t wou]d be reduced b}* onMaEf of a pﬁcamtage pemt
for avery $1,000 of income in excess of $90,000. Thus, households with income of at feast
$110,000 would receive a credit of only 10 percent of employment-related expenses. This
option is estimated (o raise $384 million over 5 years.

income 'i’hzs o;atioa is simaiar 10 tha 1mmedlamiy precedmg op:ton zxcept that the phase-
éewa wwié begin with adjusted gross income of $70,000 (instead of $90,000). This option
is estimated 1o raise $626 million over § yaars.

BALANCING COSTS AND FINANCING

If ane adopted all of the revenue options, one could gensrate § year Federal financing of $16 billion
and 10 year financing of $43 billion. This would more than cover the cost of including all elements
in the first 5 years, and nearly cover the cast 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 of other financing
options as well,

Tables 3 and 4 summarize cost and financing elements over § and 10 vears. At the bottom of each
table are 3 set of possible packages which redusce costs and financing. These are given for purposes
of dizscussion. Thers s no agreed upon package of either costs or financing.

Methods of Reducing Caosis

With Table 3, one can examine the costs of various components, We beiieve the only part of the
progeam which really cannot be reduced and still mest the commitments to do serious and
comprehensive welfare reform is Teansitional Assistance Followed by Work. Given the targeling
already present in our propesal, we are already under some altack for aot going far enough fast
enough., We also see few options for additional savings in the Parental Responsibility section. The
Federal cost of these elements is 86 billion over S years and $24 billion over 10 years. These costz
are the minimum starting point for any package.

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

There I3 strong support for the two parent provisions both on moral, symbolic, and political grounds,
Proponents argue that this policy is essential if we intend 10 send a clear message about strengthening
two-parent families.

Each of the demonstrations aiso has sirong supporters, Prevention grants are part of teen pregnancy
prevention agenda. Work and training for non-custodial parents sends a signal about responsibility
amd 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 for child support
payments. Child support assurance has extremely strong supporters, but some significant crities.
Maost agree that demos are a good way to resolve the guestions, Microenterprise and IDA demos
focus on the goal of giving people real opportunities to accumulate assets and start small businesses.
There is likely to be strong support in Congress for all of these ideas.

The improved asset and automobile rutes seem especially tmpartant sinee current rules make it almost
impossible for persons 1o own a reliable car to use in gelling o work, Work incentives reward work,
and are a major source of waiver requests. Proponents argus it is silly o allow States 10 gof any
benefit level they choase, but not 1o adjust the work incentives and benefit reductions associated with
work.

Puerto Rico snd the territories have a fixed allocation of money for AFDC, JOBS, and programs for
the aged, blind and disabled. Residents are not eligible for 881, The sflocation hag been adjusted
only once since 1979, Thus doubling the existing caps seems both necessary and appropriate,

‘The table shows several packages which combine various elements 1o reach lower costs,
Paying for Child Care

Another way of looking o this issue is to focus on financing of particuiar elements of the package.
The working group recognizes the need for cuts in existing low income entitiements to fund reform.
Nonetheless, there was ittie enthusiasm for any of the entitlement reforms proposed, The group
thought it was particularly 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 working poor separately
from other elements of the plan.  If we think of ways to finance child care, reductions in child ¢are
tax credits for upper income families and reforms in child care feeding seem like a very close link.
One can add the gambling tax on the basis that new revenues should be used for this new initiative.
Comparing these three sources one finds that they roughly cover the tosts of working poor child care
in the § year window, but fall weil short in the 10 year window. 3Jetting the gambling tax somewhat
higher would make the match somewhat closer. This might be used to argue for slightly higher 1ax
FEVERUE MEAsures.



FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
€8y fiscwl ¥eur, in exiiions of dolisne

TABLE § ~ PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND STATE)

£ Year 5§ Year
_ . 1995 1996 1997 1998 1999  Total Federst
FARENTAL RESPONSIBILITY _
Minor Mothers ¢ (20 & G = @5 oo
No Additionsl Beredis for AddiGonaf Childreo (2 B (14 RO s {650) Q25
Child Suppon Enforcensnt
Paternity Enahilashment {Not) % h (135) {003 208y {535y %0)
Eaforcoment (Nl 8 % {353 (5 {25 0% (e
Compuiee Lo 1% 35 5 1680 164 465 434
SUBTOTAL, PARENTAL RESFONSIBILATY ¢ et 249) o) (625 4,230 {88}
mﬁﬂﬁ?ﬁl{. ASSISTANCE POLLOWER BY WORK
] 1% as b5 119 30 275
Additioral JOBS Speading 0 100 §70 850 90| 29801 2,30
Addizonal Child Care for JOHES g 455 44 610 1805 E525
WORK Progrem G ¢ ] 3] b 190 He
Additionst Child Care for WORK L) & 0 4Q 335 345 330
Savings feom Child Care sad Other Expension g a o {am (&0 s 0
Trapstionsd Child Care ) 8 120 185 g5 3580 a3
Ephanced Teoan Caze Masagement o -+ 55 63 10 216 190
Seviags - Caseload Reduetion ¢ ¢ &y &y 499 520 (285)
ADP Esderad sod St Syaema/adoin Efficiency 50 50 85 - 210 FeX 680 65
SURTOTAL, JOUSIWORK 54 255 1,456 t B65 kR {: 1 6,585 6,285
SUBTOTAL, JODS/WORK AND PARENTAL RESP 56 5 1,170 1,562 3,480 S.458 6,208
WORKING POOR CHILG CARE (Capped st $3b
in nel spondingt. 9 500 3,000 1,500 1,000 2,000 &,500
REMOVE TWO0 PARENT (UP) RESTRICTIONS 0 g s 95 1,040 1216 1,160
Comprehensive Demonstrtion Citsnts ¢ 36 3+ 50 b £ it 0
Non-Custodisl Peront SJOBS/WORK 0 it 78 i 158 0 338
Accras Grans and Parcoting Dearonstestions Pl Y43 30 A 30 333 120
Child Suppart Amumnce Dumorstzations g Q 100 200 236 $50 25
10A wad Microsaterprise Demonsrations ] g 100 100 00 300 i
SUBTOTAL, DEMONSTRATIONS W 85 iss «8% 610 13555 1,420
IMPROVING GOVERNMENT ASSISTANCE AGAY
Saste Flexibility on Earmed Income and i
and Child Support Disrngards & \F 555 575 5 Y 24 945
Genersily Cosform Asseis o Food Stamgps 20 43 43 0 74 265 104
Set Awo Exclusions v $4500 Bquity Vaiue 1] 1 03 320 330 955 255
Daable Ternitorica” Capsl/Adpet for Infiation & 4] 120 173 12% 3% 275
e 3 30 4 M 5 S5 355
SUBTOYAL IGA {19 265 $A75 1,328 1350 4,218 2830
GRAND TOTAL &0 1,655 4,178 5668 1490 | IRALS 18,115

Fols §; Paventhescy denoto savings.
Note 3; Five Year and Ten Yene Fodeeal stiotes ropooacnt 907 of all expeaditures sxcept the following:
henelite ire &1 current matel rates; child support Is matohed ot eaies specitied ja the
hypothalical plan; sad comprchensive demonrniion grants are saiched ot 100%.
Bowree: HHS/ASPE saff esimates. These cstimetss bave been shered with saff within HHS snd OMB
bt heve vet baen officiully reviewsd by OMB. Tho poticies di st reproscnt 2 vonsenius memmesndation
of the Working Group Co-Chain,



TABLE 1 - PRELIMINARY DETAILED COST ESTIMATES (FERERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFPORM FROPOSAL

{By fiscal yeur, o mitBons af dollary)
10 Year 36 Yeur
2506 10661 002 2043 2004  Tofal Veders)
FARENTAL RESPONSIBIITY
Minor Modhees (25} as (%) @ el o @9
No Additions] Benefita foe Additional Childern {275) Q83 (300} 3% oWy a3 @10
Child Sappont Eaforcement
Patomity Esablishmest {Net} {345y (280 318} L] Oy (2,080) 4003
Enforoment (et {445 #55) G 4,000 0055 &700| d.55%
Compater Coste 155 136 11% 116 16| 1088 978
SUBR'TOTAL, PARENTAL RESPONSIBILITY a1 {1318 4,445 68 (1,660 gosm (LETH
TRANSITIONAL ASSISTANCE POLLOWED BY WORK
HOBS-Prep 1$ 140 150 20 26§ 1228 1,108
Additionsl JOBS Spending %0 $54 3350 o som| i 6428
Addiomal Child Care for JOES 335 585 604 6350 il 4,908 £,410
WORK Progoum 1,360 £,630 1,830 LEO 27351 10,150 9,138
Additioaal Child Caee for WORK 620 750 855 68 1BS;  4,58% 4,128
Savinge from Chikd Caee snd Othor Expassion {130 {i%% 240 Q2R% M 1,275 £700)
Fransitioas Chikd Care 3135 340 &5 . 455 001 18861 33
Enhancos Toen Case Mamgement 75 75 75 5y 20 595 538
Savings - Caacicnd Redfuction (230 S Q00 G080 (LD $5.090 2,300
ADP Federsl and Siate Sytiema/ Admis Blficiency i 4% 20 {233 ay &5 800
SUBTOTAL, JOBSYWORY 3608 3,628 3836 4,005 4200 258381 18,455
SUBTOTAL, JOBS/WORK AND FARENTAL RESP L7 1310 2,055 2,440 25400 17580 | 33588
WORKING POOR THILD CARE (Cappod «t 52b
& net pending). 2080 1,165 XS0 1348 2,438 183781 HAGAS
REMOVE TWO PARENT A7) RESTRECTIONS 1415 L1%S 130 138 138 3601 4388
Comprehentive Demonstotion Cirents 50 38 50 0 ) 358 359
Non-Cuskodial Parent JORS/WORK 225 265 9% 33§ 165 1,835 1,670
Aczeax Grants snd Parenting Demonstrations 36 18 39 30 10 235 2535
Child Suppoet Assurence Domonsirstions 256 250 i W 2 1,508 1,350
Ei3A and Misroasturprise Deroctrations i 4 100 10 0 ¢ 00 §30
SUBTOTAL, DEMONSTRATIONS &85 £95 78 £48 95 4,69 4,258
PMPROYING COVERNMENT ASSISTANCE GGA) . o
State Floxibility on Earoedt Facome and
asd Chidd Suppore Disregands s 530 £33 850 5651 4898 1,495
Geaceally Conforns Assets to Food Sirepx o Limit 0 75 80 £ g$ 455 M0
Ses Auto Exclusions ta $4503 Equity Value 340 358 345 380 990 | 2,788 2,185
Double Tertaries’ CaptlAding for fnflation 130 138 148 145 149 1,050 %0
Al Othérs 2% 185 Py 280 wei o 2,088 1378
SUBTOTAL IGA L4G 1,450 1,480 LS N570] E1660 | 7%
GRAND TOTAL £.080 7,815 7,730 B8 £.185 BEALS | 34110

Nate 11 Parcathesen dencie savings,

Hote 2: 5 Yeur end 10 Yeur Fodursl sstimaton represznat 20% af sll expenditures sxcept the following: beaafits are
al cureent match rates; ohild mepport iy puohed 28 retes spacifisd in the

hypothetizal pian; and comprehensive domonstoation geeais 7o matched st 166%,



TABLE 2 - PRELIMINARY FINANCING ESTIMATES (FEDERAL AND STATE)
{By fiscal yoar, in milfens of dollars)

S¥ear §Year
1985 1996 1997 19938 1909 Total Federal
Cap Emergency Assistance 260 3sa 450 200 5%0 2,110 TAIG
Fargel Child Care Food Progrsam a $ 130 %0 20 1% 51
Conform AFDC to Food Stamps 130% Pav. 1,300 1,350 140 1,440 1,500 6,900 3,843
feduce by 12 650 §75 100 Tiw TR0 3498 1,920
Reduce by 143 435 458 465 480 500 2438 1,280
Tightens Spoasorship and Fiigibility Rules
for Aliens;
Make current S.yzar 551 decming rules
permancnt snd exiend to AFDC and
Food Stamipa and Himil assistance to
PRUCOLS i1+ 190 50 830 ¥30 2,740 1,850
Extend desming period ta 7 yoacs 170 330 700 990 1,260 3,450 2320
Extond deeming period 1o citizenship 308 X 1,330 2,088 2,560 6,826 4,670
BT
Denial to non-rcaident aliens ¢ 3 30 4 130 f3g
info reporting for DOD permonnel ¢ 10 60 62 150 190
Reduce: inappropriste credite s " 0t na as
Gambling:
Increase withholding on gambling
winninga > 350,000 1w 356% 260 120 50 50 50 50 530
Wishhelding e of 28% on keno, slo,
and binge winners > $7,500 150 &6 1o ig 18 250 250
Require informetion reparting on
winnings of $10,0004 from gambling
regandicss of odds (exept St katterise) 10 40 oy ] 8. 220 23
4% cxxise lax on net meeiots of gambling
extablishments (except Siate lottenes) 450 &30 L 696 i 3,160 3,160
Dependent Care Tax Credit:
Phaae down 1o 13% foe porsonn
with AGH over $70.000 9 170 150 110 110 838 £30
Full Phasgeout for persons with
AGI starting st $96.000 20 190 180 160 170 2 7o
TOTAL, {with Deen to Clizen, Full 130%,
Phasedown at §70,0003 2,820 3,350 4,370 517 L8710 21,600 16308
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TABLE 2 - PRELIMINARY FINANCING ESTIMATES (FEDERAL AND STATE)

By tiscat your, i oilliony of doliarsd
. 18 Year 19 Year
2000 2001 piiii] 1003 2004 Fotad Frderal
Cap Emgrgoncy Assistancsy s8I0 830 006 HE §iG 5,540 5.548
Target Child Care Food Program A ] 1 230 48 - 180 §,720 1,726
Conforca AFDC to Food Stamipe £30% Por, 1,550 -3 EV) 18% 1,730 £,396 15,340 R A43%
Reduce hy {72 18 505 $33 843 598 1670 433
Reduce by 143 13 533 353 73 585 5,110 LBHG
Tightes $pensoeship wid Elipihitity Ruley
for Alies:
Mako purrect 3-yanr 551 deeming rules
porenanent s ¢xxend 1o AFDL wd
Food Stasnps and Ll sesiscence 10 1.040 1,140 1 1,186 £,5440 3,110 8,110
FRUCGLS
Extend deeming period 10 7 yoars £ 400 .34 1.6% 1,360 + 3,060 12,000 7,954
Extand Soeming poriod o citizeanhip 2846 3,006 3,400 3,750 4,120 13,99 16,450
EITC:
Dienind to mon-rsaident alions 40 40 0 L+ 330 330
Infc seposting for DO presansel 1] e 80 8¢ 80 3% 57
Reduct inappropriste credits [ e ok n e
Gantbling:
Increase withholding on gambling
wingiags > $350,000 10 36% % 60 50 33 i) 830 830
Withholding mtn of 28% on keno, sios,
and bingo wisery > §7,500 ¢ £ 10 1% 10 300 o
Roguiee inforeastion reporting oo i
wicnings of $10,0004 from gembling
tegaodicns of odda {xapm St.ionseiess n B2 ¥ 20 106 640 640
4% sxcise X on w4 rceipts of punbling
eatabdishmants {axcept Stete fottaries) T £00 24 576 509 1340 7340
Dependent Cere Tex Credit:
Phaze down 1o 10% for pervons
with AG ovor $70,000 119 HE 128 120 130 1,20 1,226
Full Phase-ons for peesons witk
AGE starting « §50,000 D 70 180 150 150 1,680 1,680
TOTAL {with Deem to Citixen, Fall 130%,
Phase-dows at $70,004) &,306 £,740 7,238 ', 150 £ 350 57510 4331%




TABLE } ~ PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

{By fiscal year, in milbous of dollars)
£ Year 5Year 10 Year 1G Year

Toisl  Federal Yotal  Faderal

FARENTAL RESPONSTRITITY
Minor Mathers &5 {30) (2163 (8%)
No Addiional Benefits for Additional Childeen {660} ol (2156 (810}
Child Suppsdt Enforccmen i - "
Patcrnity Establishinent (Net) (535} 90} {2.080) 800
Enforcement (Nt {405} (1603 £4,700)]  (1.35%)
Coampuler {losts 465 420 1088 15
SRFBTO’I‘M« FARENTAL RESPONSIBILITY (1,220 80 @85 (1875
TRANSITHINAL ASSISTANCE FOLLOWED BY WORK
IOBS- 05 8 1,225 1,108
Additional JOBS Spending 35801 2,320 7440 | 6428
Additionn] Chilq: Care for JOBS 1,805 1,625 4,500 4416
WORK Program 790 nio| 10,450 9,135
Additionst Child Carc for WORK 365 306 4,585 4,12%
Savings from Child Cars and Other Expansion S0 GO 0,275 {306}
Treasitiona) Child Care 260 508 2580 2,320
Entunced Teen Cane Mansgement 210 190 35 b
Saviags - Caseload Reduction (5203 235y (5099 (2,300)
ADP Foderal and State Syreoms/Admin Efficicnoy 680 665 825 200
SUBTOTAL, JOBS/WORK £,68% 6,285 25635 | 25458
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 5468 6,208 17,580 1 23,588
WORKING POOR CHILD CARE (Capped at $2b
inont s di?);). 5,000 4,500 16,2501 14,645
REMOVE TWO PARENT 47 RESTRICTIONS 2,210 1,168 8,260 4,358
. Camprehensive Demonstoation Grents 200 W0 350 350
Nen-Cusiodial Parcnt JORS/WORK 370 3% 1,85% 1,670
Acctss Jrants and Prrenting Oemonatrations 135 120 288 255
Child Suppon Assuoance Domonstntions 550 423 1,500 1,350
DA and Microcatsrprise Domonstastions 306 270 oh €36
© SUBTOTAL DEMONSTRATIONS 1,558 1,420 4,690 4,255
IMEROVING GOVERNMENT ASSISTANCE GA}
State Flexibility on Eamed noome and .
and Child Su'gpotz Disregards 1,720 945 4895 2898
Genersily Conforrs Assers ia Food § 268 100 655 240
Sez Aute Exclusions to 34500 Equity V 955 955 2,785 2,785
Double Territorics' Caps/Adjust for laflation : K¥it) 13 1,050 790
All Others 95 5% 2,265 §.375
SUBTOTAL IGA 4215 2,830 11,660 7,385
GRAND TOTAL 18,448 15,115 58400 ¢ 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or IGA 5455 $,208 125801 23,580
OPYION 2 - No 2 Parent, 58% Chlid Care, 50% Demos
wnd 50% IGA 16,856 10,580 | 33,20 3490
OPTION 3 « 30% CBild Care, 50% Denxs, and 50% 1GA 13,0600 11,740 42,3800 41328
OPYTION 4 - 50% Deowos sad 50% IGA 15,560 13,95 50288 1 48,450
OPTION 5 - TOTAL PLAN 18,445 16,118 58460 | 34720
“RBE T PETCIRREAEE Quaole IRV,

the foliowing: beaefils are a current makch rates; child support is matched af rates

specified in the ky iral plan; snd somprebensive Somonstration grania 276 mestched 12 100%.,
Source: HHS/ASPE sistf cnbmates. These estimates have been shared with staflf within HHS and OMS but
officislly voviewed by OMB. The policies do not represent a conaesisus recommaendatios
of the Working Geoup Co-Cheirs,

. Note 2 Five Year and Ten Year Federst cstimutes represcat 9% of all expeaditures excopt for
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TABLE 4 . PRELIMINARY FINANCING ESTIMATES (FEOERAL AND STATE]
{Hy fisca) year, i miflinat of doflars)

. E¥ear SYear 10¥ewr 10 Yowr

Total  Federsl Fotxi Fodersl

Cap Bergoncy Assiviance L8 T i1¢ 5,640 5440
Target CEild Care Pood Program 570 sl L0 Lo
Coalorm AFDC to Food Stape 13% Por. &394 1848 15,56 5,435
Ruduce by 112 3.49% 1,920 1470 4,210
Roducs by 1A 2,33¢ 1,280 5110 2810
Tighten Sponsarshia and Fligihility Rules
for Alme:
Maks current S-year 581 desming rules
pormanzt and exiend 1% AFDC mnd
Poodd Stseope snd limis asaistance 3o s 1,740 1,850 9,110 5116
PRUCOLS
Extend deensing period to 7 yoar 3430 30| 13,00 1,99
Bxtend dosming pericd 0 siizauhiy 6,820 48701 23000 18,350
EI'TC:
Denisl o oo-rondet aliens 130 130 30 330
Info mponting for DOD puesosed 159 193 376 ¥
Reducs inspproprints erodite . ™ 1 nk na
Gambling:
Iocresss withhiciding oo gambling
winniage > 450,000 38% 50 535 130 £
Withholding saie of 22% o0 keno, tioke,
and bingo winners > $7,500 250 250 36 300
Roguirs information mpeoeticg oo
winoings of $10,0004 fron: gaabiing
regardiess of oxdi (oxcpn Sokteriasy -4 pos- ) 548 640

4% cxcizo nx on aet receipts of gambling

aotabilshments {(sxeepd Sute fottaries) 3,180 3,160 1,340 7,348
Dependexa Care Tax Credit
Poame down 15 15% for persoos 30 630 1500 L2320
with AGY rver $70,600
Foll Phasesast for porrons with
AGI startiog at $30,000 ;™ %0]  1e80] 1680
L9TION 1 (3 Yr Deuniog, No 130% lacoats Texty 10534 8543 2T 24,100
GPFION 2 7 Yr Deeming, 123rd 130% Incomn Tt} 1351 1138 MT0 10
OPTION 3 (Dowes £5 Cltivenship, 172 130% Test) 13,105 14,580 55286 39,106

. OPTION 4 (Deem to Cltizenship, Foll 130% Test) 2,600 16305 STUH QM8



APPENDIX: ENDNOTES TO TABLES 1 and 3

General Notes:

1.

The estimates in these tables do not include interactions amongst the various proposals, ¢.g.
the sxpansion of the caselowd due 10 the elimination of special rules applying to two parent
families are not in the JOBS/WORK program. -

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

Child Support Enforcement Estimates

1.

The costs for the poncustodial parent JOBS/WORK provigions are 10 percent of the JOBS and
WORK program costs,

Caseload Numbers and JOBS and WORK Estimales

The caseload numbers and the JOBS and WORK cost estimates are based on the following policies,
assumptions amgd sourees of dats;

io

Adult recipients (including teen custodial parents) born after 1971 are subject 1o the time limit
beginning in October 1996 (FY 1997). The cost estimates assume that States representing 20
percent of the caseload, will implement the policy a year earlier than required. This follows
the pattern of State implementation under the Family Support Act. JOBS spending on other
portions of the caseload would continge as per current law,

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

Parents who have a child under one {or under 3 months, if conceived after the initigl welfare
receipt), are caring for a severely disabled child, report 2 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 parcent of the phased-in caseload is deferred. .

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

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

The cost estimate assumes that all non-deferred phased-in recipients are engaged in activitics.
We assume that st & given poimt in tite, 55 percent of the phased-in recipients are engaged in
activities which have cost. For recipients with extensions, it is assume] that everyone is
participating in 8 JOBS activity which costs the program money.

The ost of developing and maintaining a WORK assigament is calculated uging CWEP data
from JOBS and from the welfare-to-work demonstrations of the 19808 (again, adjusted for
inflation using the projected CPI). Approximately 20,000 and 165,000 WORK slots would be
required in 1998 and 1999, respectively.




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

The WORK cost estimates assume that the EITC 8 not payable to recipients in the WORK
prograrm,

Teen Case Management and JOBS-Prep Cost Estimates

i

The case pmnagement cost sstimate presumes that at full implementation, enhanced case
management services would be provided to all teen parents under the age of 19 and receiving
assistancs. The percentage of teen parents receiving comprehensive case management services
is predicied o rigse from 70 percent in FY 1996 1o 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and 0 100 percent in FY 2004,

The cost per teen figure for enbanced ¢ase management is drawn from Teen Parent
Demonstration data.  There is 8o data available on the current level of case management
expenditares in the JOBS program.  Consequently, the estimate employs, a5 a proxy for a
JOBS cage management cost per participant number, a figure calculated using data from the
welfare-to-work demonstrations of the 1980s (San Diego [ and Baltimore Qptions).

The additional cost of comprehensive case management for teens is the difference between the
cost of providing achanead case management 1o teen parents under 19 and the cost of
delivering standard case management to the same population. The difference is roughly $560
per participant per yaar, in 1993 dellars.

The JOBS-Prep cost astimate presumes that JOBS-Prep services will be provided © 20 poreent
of those in the JOBS-Prep program.  As States currently serve only 16 percent of the non-
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve o
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 skills training and suhstance abuse treatment), so.arriving at 2 cost per participant
figure for the program is difficult.

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

The cost per JOBS-Prep participant figure represents a level of case management more
intensive than that in the current JOBS 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.




Child Care Estimates

I.

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

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

There is no sliding scale fee for services included in this estimate because no decisions have
been made about fees for child care services.

We assume that approximately 40 percest of all AFDC families participating in JOBS and
WORK will use paid child care.

We assume that Transitionsl Child Care eligibles who are phased into JOBS will have 2
phased in utitization rate which will peak at 37% in FY 2000.

Our working poor estimate represents a phase-in of 3 capped entitlement 1o cover children
whose families are below 130 percent of poverty but do not receive AFDC. By FY 1999, we
will approach full implementation with $2 billion in net funding. We assume that there are
approximately 8 million non-AFDC children below 130 percent of poverty, 40 percent of
whom will potentially sieed child care because of their parents’ work status, and that 40
percent of these families will use paid child care.

There will be an additional cost for the Child Care Feeding Program. We believe this
additional cost 10 be between $3-3 billion over the ten year period. OMB believes this cost is
not scoreable,

No Additional Benefits for Additionsl Children

i.

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

Tt is assumed that States would reduce the monthly benefit by $83 for each child (after the
first) born while the mother was receiving AFDC.

Twe-Parent Fstimales

L.

The cost for eliminating the special eligibility requirements for two-parent families is based
upon estimates from the TRIM2 mode! emploved by the Urban Institute. These estimatss are
sorcoborated by estimates from the Food Stamp Quality Control data and tabulations from the
Survey of Program Participation {SIPP),

The ¢ost 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 wifl 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 ¢aseload growth
streams in the states which implemented programs for two-parent families subsequent to the
Family Support Act.
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3. The estimates reflect that roughly 60 percent of the two-parent family caseload are in states
where demonstrations have been implemented or are planned, therefore reducing the cost of
this proposal in the first five years.

Set Auto Exclusions to $4500 Equity Value

1. The cost for this proposal reflects impacts in the Food Stamp Program oaly; it is assumed that
the policy will be changed in the AFDC program via regulation, This regulatory policy will
have a federal cost of $315 million over 5 years and $1.2 billion over 10 years.
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GLOSSARY

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

CSE « Child Support Enforcement program: This program provides Federal matching funds 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 1o persons receiving AFDC, Medicaid, and Title IV-E foster care benefits,

CSEA ~ Child Support Enforcement and Assurance: A system designed 10 guarantee that
custodtial parents get some assured level of child support, even when the absent parent fails t0 pay.

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

EITC — Earned inmm Tax Credit program: A tax credit that targets tax relief to working low-
income tazpayers with children, (0 provide relief from the Social Security payroil 1ax (FICA) and to
impreve incentives to work,

FSP - Food Stamp Progranu A national program desigoed primarily to increase the food
purchasing power of ¢ligible low-income households to a point where they can buy 4 sutritionally
adequate, low-cost diet. Eligible households receive food stamp benefits on & monthly basis in the
form of coupons that are accepted at most refail grocery stores.

JOBS ~ Job Opportunities and Basic Skills Training Program:  The work, education, and
training program for AFDU recipients. In a greatly expanded form, this program would be the
central focus of the Adminisaation's reformed system.

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

JTPA — Job Training Partnership Act program: The goal of this Depantment of Labor block grant
program s 1o train or retrain and place eligible individuals in permanent, unsubsidized employment,
prefersbly in the private sector.  Eligible individuals are primarily economically disadvantaged
individuals, ‘ :

Healthy Start: Healhy Start is 2 demonstration project designed to reduce infant mortality by 50%
over 5 years in 15 U5, communities with extremely high infant mortality rates. Medical and social
service providers within the targated communities work collaboratively to develop new and innovative
service delivery systems 1o moet the needs of pregnant women and infants.




PIC ~ Private Industry Coundls: These Councils are composed of busingss leaders from the
private sector and representatives of the public sector and unions. Their role is t0 guide and oversee
the direction of FTPA employment and training programs, PICs are responsible for providing policy
guidance in partnership with iocal governmesnts.

School4o-Work Initiative: The peading School-to-Waork Opportunities Act of 1993 would provide
States and local commuwnitiss with seed money to develop asd implement systems to help youth make
an effective transition from school to caresr-oriented work. The program would be designed and
administered jointly by the Departraents of Education and Labor, and would fund work-based
learning, school-based learning, and connecting activities,

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

Transitions! Assistance Program: The Administration’s proposed two-year limit cash assistance
progeam for needy families with dependent chikiren,

UIFSA — Uniform Interstate Family Support Acl: A model law which, if adopted, would make
State laws woiform and simplify the processing of child support actions which involve parents who
live in different States,

WIB - Waorkloerce Investiment Board: A body 1o be created at the local level which would be
responsible for serving a< 2 "Board of Directors” for workforce development programs in a labor
market. The Workforce Investment Board wauld provide policy oversight and strategic planning for
Bepartment of Labor-funded and other training programs in an area.  The majority of the Workforee
Investment Board would be composed of employers, but the boards would also be required 1 have
iabor, public sector and community representation. The WIB s intended to subsume the Private
Industry Council at the local level (although a PIC that met the criteria could become the Workforce
Investment Board),

WORK: The Administration’s proposed publicly-subsidized work program for persons who have
exhausted their two-year time Himit without obiaining an unsubsidized private sector job.

ii
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POSSIBLE ELEMENTS IN
THE WELFARE REFORM PROPOSAL

i

A NEW VISION
j

Our current system seems at odds with the core values Americans share: work, family, opportunity,
responsibility, While we believe that work is central to the strength, independence and pride of
American families, the present reality is that people who go to work are often worse off than those on
welfare. Instead of giving poople access to needed education, training and employment, the welfare
system is driven by numbingly complex eligibitity rules, and s2aff resonrces are spent overwhelmingly
on eligihility determination, henefit calculation and writing checks. The culture of welfare offices
seems to create an expectation of dependence rather than independence, Noncustodial parents often
provide little or no economic or social suppert to the children they parented, and single-parent
families sometimes get welfare benefits and other services that are unavailable to equally poor two-
parent families. One wonders what messages this systems sends to our children about the value of
hard work and the importance of personal and family responsibility.

This welfare reform plan is designed to give people back the dignity and conteol that comes from
work and independence. It is about reinforcing the values of work, family, opportunity amd
responsibility. The current system pays cash when people lack adequate means to provide for their
familics. We propose a new vision simed at helping people regain the means of supporting
themselves and at holding people responsible for themselves and their families. The proposal
emphasizes that work is valued by making work pay. It signals that people should not have children
until they are ready to support them, It stresses that parents—both parents--have responsibilities to
support their children. 1t gives people access w the skills they need, but also expects work in return,
It Timits 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 finding peopls obs
and giving them the skills and support to keep those jobs,

Uhtimately, this plan requires changing slmost everything about the way in which we provide support
t strogeling families. To achieve this vision, the plan has four main elements,

MAJOR ELEMENTS

Preventing Teen Pregnancy and Prometing Parental Responsibility

If we are going to end long-term welfare dependency, we must do everything we can 1o prevent
people from going onto welfare in the first place. Families and communities need to work together to

ensure that real opportunities are available for young people, and they must teach young people that
men and women who parent children have responsibilities and should not become parents until they




are able to nurture and support their children. We also need © make it clear that both parents have
. responsibilities to support their children. Our proposal calls for:

Prevention,

A national compaign against teen pregnancy, which sets clear goals of opportunity and
responsibility for youth, and draws oo alf segments of society and governnent.-

Responsibilities of school-age families receiving gssistance. Teoen parents will be required to
finish schopl.

Learning from prevention appreaches that promote responsibilicy,
Responsible family planning. Expanded resources and support for family planning.

Regquiring minor mothers to lfive at home, with their parents or a regponsible adult-not receive
a separate check for setting up a separate household,

State option to limit additional benefits for additional children conceived by pa;en:s on
welfare,

e
End rufes which discriminate against wo-parent fumilies. The 100-hour rule and quaners-of-

work rule which apply only to two-parent families would be repealed.
. Child support enforcement, ;
Univerzal paternity establishment, preferably in the hospital. Steict penalties for women

seeking AFDC who do not coopertate in identifying and finding the father, Serious financial
incentives to States that do not establish paternity once the mother has cooperated.

Ceniral ohild support registries in every State, to track payments and take prompt action when
money isn't paid,

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

Regudar updating of awards.

New measures 10 penalize those who refuse to pay~from ficense sugpension to IRS
enforcement. .

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

Demonstrations of parenting and access programs and child support assurance,




Suppert for Working Families

One of the greatest perversities of the current system is that peopie on welfare often have higher
incomes, beiter health protection, and greater access to ¢hild care than working poor families. Thig
plan is designed to help families support themselves by going 0 work--not staying on welfare, The
key elements are:

The expandad EITC makes it possible for low-wage workers (o

snp;x}ti t?iezt famz%zes abme poveny Efforts will be made to belp families receive the EITC on a
regular basis,

i eform. Too many people go on welfare and stay there because they cannot find work
&az pmmde& izeaiih coverage for their families. An essential part of moving people from welfare to
work is ensuring that working persons get health protection,

{ Care ; iing poor. In addition to ensuring child care for participants in the transitional
assmanw pmgram and for thoge who transition off welfare, child care subsidies will be made
available to low-income working families who have never bees on weifare but for whom assistance is
essential to enable them to remain in the workforce and off weifare,

Replacing Welfare with Transifional Assistance and Work

We do not nead a welfare program built around writing welfare checks—we need 3 program built
around helping people get paychecks: We nead 1o transform the culture of the welfare bureaucracy to
convey the message that everyone is expected to move foward work and independence. We envision
a system wherehy people would be asked to start on & track toward work and independence
tmmediately, with limited exemptions and extensions, Each adult would sign a personal responsibility
contract that spells out their obligations, 33 well as what the government will do in return. Our

proposal calls fors

' cipation, BEvery able-bodied individual who receives cash support is expected to do
someé}mg tz:z heip themselves and their community. The requirément applies to those who are
preparing themselves for work and to those who are currently not ready to work, Those who are
unable t0 work due to disability or other reasons will be expected 10 do something for themselves or
their community but will not be subject to time Himits umtil they are ready o engage in training,
education, job search or job placement.

A IE o] ogeam, The focus ef the welfare system must be changed from 3 system focused
on wntmg 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 in a transitional
system, But the vision was not realized, in part due to insufficient resources. A reformed JOBS
program wouid include:

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




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 a
private sector job if offered.

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

Integration with mainstream education and training programs. We shonld not have 2 separate
system for welfare recipients; it ought to be integrated with new and existing programs in the
community.
Emphaziz on worker support once a person is placed in 4 job, The most effective programs
do mors than try 10 find someone 2 job, they offer help so that person can keep the job,

Time limity, Individuals who are able to work will be limited to two years of cash assistance. Most
people will ba expecied w0 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 2 }imited number of cases such as those who need to complete high school, or people who need
more time because of language barxiers.

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

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

Flexible, conpmunity-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 local community organizations, or in public service employment,
The program will have close links to the local community.

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

Non-displacing jobs. These jobs will be designed 1o avoid displacing existing workers,

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

Special rules jor places with high unemployment. Flaces with very high unemployment may
be granted special exemptions and given added financial support.
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Dollar caps on the JOBS and WORK programs. These programs will be capped entitlements,
with fixed dollar amounts designed to mest the projected caseload. This will increase State
accountability and encourage rapid movement into the private sectos,

Reinventing Government Assistance

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

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

onrding i i ives in ingg spport programs, The administra-
me aszzi reguiaei}ry gmgfam stmcmms of aFDC md food s:am;)s wzi% he m&mgwj to simplify and
eoordinate rules and {0 encourage work, family formation and asset sccumulation. The proposal will:

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

Allow States 1o reward work, Current law requires States 1o raduce benefits by 31 for each
$1 earned. The proposal would give States the flexibility to reward work.,

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

i system, In addition to incentives for cliems, incentives will be designed to
brmg about change m tha culture of welfare offices with an emphasis on work and performance,

eNCY 4 o fravd, - The plan calls for significant expansions in the use of
technology and ttackmg systms t 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 i3 essential for keeping the clock in 8 time-limited welfare
system, Persons will not be able © escape their responsibifities by moving or by uving ©
sollect benefits in two jurisdictions simultaneously.

State racking systems which follow people in the JOBS and WORK programs, These gystems
will ensure that people are getting access to what they deserve and that they wre being held
accountable if they are falling to meet their obligations. Each State will be expeciad to
develop a tracking system which indicates whether people are veceiving and participating in
the training and placement services they are expected (o,




The Jmpact of Reforms

Making all these changes overnight would severely strain the ability of Federal and State governments
to implement the new system, We recommend phasing in the plan by starting with young people, o
send a clear message that we are ending welfare for the next generation. The attached tabies are
bused 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 pecple, the system will be transformed. Anyone born after 1971 who is
on welfare today, and anyone born after 1971 who enters it subsequently, will face new opportunities
and responsibilities. By the year 2004, this group will represent over 60 percent of the projected
caseload, as older cohorts leave and new persons born after 1971 enter. States wanting to move
faster would have the option of doing so.

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




TABLE 1

PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1571

FY 1997

FY 1999

FY 2004

Projected Adull Cases With Parent
| Born After 1971 Without Reform

1.43 miliian

1.93 million

3.34 million

CHT welfare with Reform
{Health reform after 1999, EITC,
Child Care, JOBS, WORK, étc.)

A4 million

.08 million

81 million

Program Participants

1.39 million

1.85 million

2.53 miilion

Working While on Welfare

12 million

17 million

21 miltion |

JOBS Participants

.74 miltlion

.89 mitlion

* .92 miltion

WORK Participants

00 miliion

.17 million

54 million

JOBS-Prep—disability/age limits work

24 million

31 mutlion

A4 million

JOBS-Prep--severely disabled child

06 mitlion

06 mitlion

08 million

JOBS-Prep—caring for child under one

Noteg: d

24 million

.25 million

3% naillion

Ninbers 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 bl the time Himit, Figures for 2004 are
subject to considerable error, since it is difficult to make caseload projections or to deferming the
impact of WORK requirements on behavior, Figures for FY 2004 also assume behavioral effects
from the full implementation of health reform,

‘The hypothetical proposal assumes the policy will be implemented in all States by Federal law by
October 1996, In addition, the estimates assume that for 20 percent of the caseload, States will
implement the policy by October 1945, This follows the pattern of State implementation under the
Family Support Act,




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

Under the plan, we will go from 2 situation where three-quariers of the persons are collecting welfare
and doing nothing in remuen—neither working nor In teaining-to a situation where three-quarters are
gither off welfare, working with a subsidy, ot in time-limited training. Only those unable 0 wark are
outside the time Hmits, and even these persons will have greater expociations and opportunities under
the propased system. In addition, we expect the reform proposal to significantly inCrease paternity
establishment rates, fo increase child support payments and to lower child poverty.

TABLE 2

Projected Welfare and Work Status for Persons Born after 1971
Who Would Have Been on Welfare Without Reforws

FY 2004 — Without Reforms | FY 2004 -~ WithHealth and
‘ Welfare Reforms

Working with Subsidy; In - 23% 4%
Mandatory Education, Training
or Placement; or Off Welfare

with Reforms

Nat Working; nor In manda- TT% 2%
tory Education, Training or

Placement

TOTAL . 100% 100%

‘Transforming the social welfare system to one focused en.work and responsibility will not be zagy,
There will be setbacks. We must guard against unrealistic expectations. A welfare system which
evolved over 50 years will not be transformed overnight. We must admit that we do not have il the
answers, But we must not be deterred from making the bold and decisive actions neaded to create a
system that reinforces basic values,




PREVENTING TEEN PREGNANCY
AND PROMOTING PARENTAL RESPONSIBILITY

Poverty, especially long-term poverty, and welfare dependency are often associated with growing up
in a ong-parent Tamily, Although most single parents do a heroic job of raising their children, the
fact remains that welfare dependency could be significantly reduced if more young people delayed
childbearing until both parents were ready to assume the responsibility of raising children, Cases
headed by unwed mothers accounted for about four-fifths of the growth of 1.1 million in the welfare
rolls over the past ten years, from 3.86 million families in 1983 to 4.97 million families in 1993.
Beginning in 1990, the proportion of children on AFDC born o never-married mothers accelerated
dramatically.

Tesnage pregoancy is a particularly troubling aspect of this problem. Teenage birth rates have been
rising since 1986 because the trend toward earlier sexual activity has resulted in more pregnancies.
According to the Annie E. Casey Foundation, almost 80 percent of the childrea born to unmarried
teenage high school dropouts live in poverty. In contrast, the poverty rate is only 8 percent for
chiidren of young people who deferred childbearing until they gradusted from high school, were
twenty years old, and married, Teenage childbearing often leads to school drop-out, which results in
the failure to 2cquire the education and skills that are needed for success in the labor market. The
majority of these teenagers end up on welfare, and according 10 the Center for Population Options the
annual cost to taxpayers is sbout 334 billion to assist such families begun by a teenager.

Both parents baar responsibility for providing emotional and moral guidance, as well as economic
support to their children, Teenagers who bring children into the world are not yet equipped to
discharge this fundamental obligation, If we wish to reform welfare and put children first, we must
find effective ways of discouraging pregnancy by young people wha cannot provide this essential
support. We must send a ¢clear and unambiguous signal--you should not become a parent until you
are abls to provide for and nurturs that child.

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

The current system sends unmistakable signals: all too often noncustodial parents are not held
responsible for the children they bring into the world, Less than half of all custodial parents receive
any child support, and only about one third of single mothers (mathers who are diverced, separated,
or never married as opposed 1o remarried) receive any child support,  Among never-married mothers,
only 15 percent receive any support. The average amount paid is just over $2,000 for those due
support. Further, paternity is currently being established in only ong third of cases where a child is
born out of wedlock.

The child support problem has three main elements. First, for many childrea bora out of wedlock, 2
child support order iz never established. Roughly 57 percent of the potential collection gap of $34




billion can be traced to cases where no award is in place. This is largely due to the failure to
establish paternity for children born out of wedlock. Second, when awards are established, they are
often too low, are not adjusted for inflation, and are not sufficiently correlated to the earnings of the
noncustodial parent. Fully 22 percent of the potential gap can be traced to awards that were either set
very low initially or never adjusted as incomes changed. Third, of awards that are established, the
full amount of child 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 economic security and to avoid 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 with one parent would be enhanced if emotional and financial support were provided by both of
their 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 approaghes that both
require parental responsibility and help individuals to exercise it. To this end, we propose a multi-
part strategy. We propose a number of changes to the welfare and child 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 responsible 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 government alone. 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 alceady on welfare into
employment or some work preparation activity.- The best way to end welfare dependency is to
eliminate the need for welfare in the first place. Our proposal to promote parental responsibility and
- prevent adclescent pregnancy has two major components:

Prevention and Reducing Teen Pregnancy

. A National campaign against teen pregnancy

. Responsibilities of school-age parents receiving cash assistance

. Encouragements for responsible family planning

. Learning from prevention approaches that promote responsibility
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. Supporting Two-Parent Families

e End rules which discriminate against two-parent families

Child Support Enforcement

. Establish awards in every case -
o Ensure fair award levels

. Collect awards that are owed

. Child support enforcement and assurance

demonstrations

. Enhanced responsibility and cpportunity for
noncustodial parents

PREVENTION AND REDUCING TEEN PREGNANCY

National Campaign Against Teen Pregnancy

It is critical that we help all youth understand the rewards of staying in schoo!, 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 campaign against teen pregnancy 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 Natiopal Goals, Establish a not-for-profit, non-partisan entity to establish
national goals and to assume responsibility for a national, State, and local mobilization in the media,
schools, churches, communities, and homes, The goals established would focus on measurable
aspects of the broader opportunity and responsibility message for teen pregnancy prevention, such as
graduate from high school; defer pregnancy until finished with high school, married, and working; go
to college or work; and accept respounsibility for the support of your children.

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

Challenge Grants to Middle and High Schools in High Poverty Neighborhoods. Provide challenge

grants to middle and high schools located in high poverty areas to develop a national network of
school-linked, community-based teen resource and responsibility centers. The centers would focus on
teen pregnancy prevention by funding family planning, including abstinence education, and other
activities to develop mutual respect of peers of the opposite sex and parenting skills.

@ !




Targeted schools could use Federal "glus” money to form long-term, institutional partnerships with
broad-hased consortia of employers, community-based organizations, churches, colleges and
universities. This would alse encourage the development of targeted schools es broader community
centers; establish long<term mentoring, tutoring, coaching and other youth-adult relationships; provide
education, training and support to youth to take responsibility for their own lives; and provide
information about educational, training, entrepreneurial and work opportunities.

These chalienge granis can be used to leverage meaningful partnerships for targeted schools and
community consortia across the country. In all of these targeted effocts, older teens and young adulis
who are succeeding in school, on the job or in business can be major participants and important role
models for thelr younger peers.

Responsibilities of School-Age Parents Recelving Cash Assistance

Minor mothers, those under age 18, bave 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, We have four proposals that affect minor and school-age parents:

ers live e, 'We propose requiring that minor parents live in a housefiold with a
respans;bie adulz prefarabiy 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 rules permit minor
mothers 10 be "adult caretakers”™ of their own children. We believe that baving a child does not
change the fact that minor mothers need nurturing and supeevision themselves, and they should he
considered children~not heads of household. Under current law, States do have the option of
requiring minor mothers to reside in their parents’ househald {with certain exceptions), but only five
have included this in their State plans. This proposal would make that option a requirement for all
States.

M ) e mothers. We propose to allow States o utilize older welfare mothers to
mentor atmsk schecixaga ;zm:zzs as part of their community service assignment. This model could
be especially effective in reaching younger recipients because of the crexdibility, relevance and
personal experience of older welfare recipients who were once teen mothers themselves. Training
and support wauld be offered to the most promising candidates for mentoring.

. We would ensure that every school-age parent or pregnant teenager

wha isonor apphes fer we[fare ¢nrollg in the JOBS program, continues their education, and is put on
a track to self-sufficlency. Every school-age parent (nals or female, case head or not) would be
required to participate in JOBS from the moment the pregnancy or paternity is established. A JOBS
rles pertaining to personal responsibility contracts, employshility plans, and participation would
apply to teen parents, Wa propose to require case management and special services, including family
planning counseling, for these teens,

i
' g acentives, We propose to give States the option (0 use monetary
incentives wmi:aneé wztés sazwmns as inducements to remain in school or GED class, They may also
use incentives and sanctions tO encourage participation in appropriate parenting activities.
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Encouragements for Responsible Famdly Planning

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

eased funding for i AN viges [itle X. Responsible family planning requires
that famziy pm.nmng serviees bz avmlable for those who need them. A request for incréased funding
for Titie X was included in the FY 1995 bud get submission,

' <208, We would give States the opaon 1o limit benefit increases when additional children are
wncezvati hy parents already on AFDC, if the State ensures that parents have access to family
planning services. Non-welfare working families do not receive a pay raise when they have an
additdonal child, even though the tax deduction and the EITC may increase. However, families on
welfare receive additional support because their AFDC benefits increase antomatically to include the
nseds of an additional child.

Some States have requested waivers o implement this policy, arguing that they would reinforce
parental responsibility by keeping AFDC (but not food stamps) benefits constant when.a child is
sonceived while the parent is on welfare. The message of respomsibility would be further
strengthened by prrmitting the family to earn more or receive more in child support without penalty
a5 4 substitute for the automatic AFDC benefit increase under current law. Others argue that there Is
no evidence that such measure deter births, and that they deny benefits (¢ needy children, The valug
of the henefit increase could be viewad a8 similar 1o the value of the tax deductions and EITC
increass for a working family that bas an additional child. (The tax deduction and EITC increase for
the second child is worth $1,241 at the $20,000 income level; the tax deduction is worth 3686 at
$60,000. AFDC benefits increase $684 per year for the second child in the median State; AFDC and
food stamps together increase by $1,584.)

Learning from Prevention Approaches that Promote Responsibility

Changing the welfare system by itself is insufficient as 2 prevention strategy. For the most part, the
disturbing social trends that lead to welfare dependency are not caused by the welfare system but
reflect 4 larger shift in societal mores and values. Teen pregnancy appems 0 be part of a more
general pattern of high-risk behavior among youth,

The Administration ig developing several initiatives that aim to improve the opporrunities available to
young people and o provide alternatives to high-risk behavior. The Schoolto-Work initistive, for
sxample, would provide opportunities for young people to combine school with work experience and
on-the-job training, as & way of easing the transition into the workplace. The Administration’s crime
bill focuses additional resources on crime prevention, especially on youth in disadvantaged neighbor-
hoods, Initiatives like these are aimed at raising aspirations among young people who might
otherwise becoms parents oo early.

In addition, we cught to direct some attention specifically to preventing teen pregnancy. The basic
issue in designing a provention approach is 1o balance the magnitude of the problem with the paucity
of proven approaches for dealing with t. We need a strategic approach that develops and funds some
suhstantial demonstration programs, and evaluates them for their potential to be more broadly
effective,
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Demonsteations. Early childbearing and other problem behaviors are interrgiated and strongly
influenced by the gencral life-experience associated with poverty. A change in the circumstances in
which people live, and consequently how they view themselves, Is needid 1o affegt the decisions
young people make about their lives. To maximize effectiveness, interventions should address a wide
spectrum of arcas 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, sbstinence education, life skills education and contraceptive services.
Comprahiensive communily based interventions in this area show great promise, especially those
efforts that include education, !

We propose comprehensive demonstration granis 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” 1o significantly improve the day-to-day experignces, 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 pregunancy prevention. While models exist for
this type of comprehensive effort, few have been rigorously evaluated. We propose a systematic
steategy to learn from variations in different types of approaches. All demonstrations would include a
strong evaluation ¢omponent,

-

Rationale

We believe that very clear and consistent messages ahout parenthood, and the enguing responsibilities
which will be enforced, hold the best chance of encouraging young peopie to think about the
consequences of their actions and defer parenthood, A boy who sees bis 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 wiil not relieve her of ohligations to live at home and go to school
may prefer other choices,

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

Along with responsibility, though, we must support opportunity, Telling young people o he
responsible will not be effective unless we also provide them the means o exsrcise 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 sirategy, therefore,
emphasizes trying many spproaches and fearning about which are most effective,

SUPPORTING TWO-PARENT FAMILIES
End Rules which Diseriminale against Two-Parent Families
In order to end rules which diseriminate against two-parent families, we will remove the conditions on

sligibility which require that the principal wage earner in a two-parent family have a recent work
history and which deny eligibility if the wage sarner works 100 hours or more in a month. By
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eliminating the arbitrary 100 hour ruls, we would better motivate two-parent families toward more
gignificant labor market attachment in keeping with a new transitional welfare program that
smphasizes work. The current Himits that some States place on the eligibility of two-parent families to
participate for only 6 months in any 12 month period will dlso be elintinated. Thase provisions act as
& "marriage penalty” because it makes AFDU eligibility for two-parent families much harder than
eligibility for single-parent families.

Eliminating the additional eligibility requirements for two-parent familiss will increase caseloads and
costs, However it will enhance the gimplicity of the system, removing some administrative complexi-
ty; and it reflects and supports the wishes of a number of States who have sought waivers to existing
policy in this area.

Ratiouale

Eliminating the current biag in the welfare gystem agaiast two-parent families will prevent one parent
from leaving the home ia order that the other parent can receive welfare for the children, Many have
criticized the welfare system because it imposes 3 "marriage penalty”™ 10 recipients who choose fo wed
hy potentially making the married-coupls family ineligible for assistance. By eliminatiug the disparity
in the rules, parents will be encouragexd to remain together and the inequity of treating different
family types differently will be removed.

CHILD SUPPORT ENFORCEMENT
Establish Awards in Every Case

Usiversal Approach. Qutreach 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
16 know both parents.  States would be offered new performance based incentives for all paternities
established, whether or not the mother is currently on welfare, Voluntary acknowledgement
procedures would be expanded and simplified.

car Responsibility. The responsibility to establish pazemity for sut-of-wadiock births would be
@Zeariy defined. Mothers will be required to cooperate in extablishing 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 person named. Good cause
exceptions would be granted under only very limited circumstances. In fuen, the States will have a
clear respansibility to establish paternity when the mother has fislly cooperated, We propose that the
States be held fully responsible for the cost of benefits paid 1o mothers who have cooperated fully but -~
for whom paternity has not been established within a strictly defined time {rame.

; : : k ! »5s. The legal process for establishing paternity in
centested patemity cases Wi!l be str&amlmed so that States can establish paternities more guickly and
efficiently.

ionale

Paternity establishment Is the first crucial step toward securing an emotional and financial connection
between the father and the ¢hild, Recognizing the critical importance of establishing paternity for
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every child, the Administration has already launched a major initiative in this direction by the passage
of in-hospital paternity establishment programs as part of OBRA 1993. Research suggests that the
number of paternities established can increase dramatically if the process begins at birth or shortly
thereafier.

The proposal includes two important steps to further this effort. One is to reward States for paternity
establishment in all cases, regardless of welfare status, through performance based incéntives. In
order to do so, we will implement a paternity measure that is based on the number of paternities
established for all 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 has real consequences. For young fathers, this means that parenting a
child will have real financial consequences for the support of that child.

There are many different points of view about why paternity establishment rates are low. Agencies
sometimes 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 have enough information to know that cooperation is not the biggest reason that paternity
establishment rates are so low, Some States are able to do very well in establishing paternity, while
other States with similar caseloads are doing very poorly. Several paternity establishment projects
have showed a remarkably high percentage of cases where the name and other identifying information
is provided by the mothers. But, while cooperation may not be the biggest problem, we do know that
cooperation is a4 problem in some cases.

One of the reasons that cooperation can be a problem is that "cooperation” can be hard to define. If
the mother says that she doesn’t know who the father is or "I think the father is John Doe. I think he
moved to Chicago”, it is difficult to assess whether or not she is telling the truth,

The responsibility for paternity establishment should be made clearer for both the parents and the
agencies. In order to do so, we intend to hold mothers to a stricter standard of cooperation which
requires that the mother provide a name and other verifiable information that could be used to locate
the father. The process for determining cooperation will also be changed. "Cooperation™ will be
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 turn, we also expect more of State child support enforcement offices. If the mothers provide
verifiable information about the father, it is reasonable to require State agencies to establish paternity
within strict timelines. If the State does not, it will face a loss of federal money for funding benefits
paid.

Finally, if we are going to expect States to establish paternity in more cases, they need to have the
necessary tools — in the form of streamlined legal processes -- that are used by the most successful
States. Scientific testing for paternity has now become extremely accurate, yet the legal process in
many States fails to take full advantage of this scientific advancement. We believe agencies ought to
be able to order paternity tests and process routine cases without having to resort to the courts at each
step in the process.
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Ensure Fair Award Levels

nal Guidelines Commission. A National Guidelines Comumission will be established to study and
rep(m t{} Cimgress on the admacy of award levels, the variability of award levels, and the desirabil-
ity of national guidelines.

Updating of Awards. Universal, periodic updating of awards wili be required so0 that all awards
closely reflect the curreat ability of the noncustodial parent to pay support. States need to establish
simplified administrative procedures to update the awards,

hild Sur i 3. Rules governing the distribution of child sapport payments will be
ahazzgexi &i} tim ﬁzey strezzgthe:z families and assist families making the transition from welfare io
work,

Rationale

Much of the gap between what is currently paid in child support in this country and what could
potentially be collected can be traced to awards that were either set very low initially oy are never
adjusted as incomes change. All States are required to have guidelines for setting award levels, but
they vary considerably, There is also disagreement sbout the adeguacy of the existing guideline
award levels., This is an area thal ¢learly needs more stady. Under the proposal, a National
Guidelines Commission will be established 10 make recommendations to the Administration and
Congress.

The main problem with the adequacy of awards, however, is not the Ievel at which they are initially
set but rather the failure to update awards as the circumstances of the parties change. The
noncustodial parent’s income typically increases after the award is set, while inflation reduces the
value of awards. Updating would typically increase awards over time, There are also advantages to
updating for the noncustedial parent who loses his job or experiences a legitimate drop In earpings.
Their awards should alse be adjusted so that they do not face an accumulation of arrearages that they
cannot pay. This would lead to fower enforcement problems because fewer peopic will be in arrears
and it will increass the fairness and integrity of the system.

The Family Support Act of 1988 required that all AFDC child support orders be updated ¢very three
years and other [V-D cases at the request of the parties. This was a start, but it did not fully deal
with the problem. First, many States find that updating awards is a strain because they are relying on
a time consuming court-hased system 10 deal with each case.  The simple administrative process for
adjusting awards included in the proposal would rectify this problem. Another problem with the law
as is now exists is that modification of awards is not automatic, and thus some women fear
intimidation, shuse, or unknown consequences of just "rockingthe-boat.” Under the Administr
ation’s proposal, the burden for asking for-an increase, if it is warranted, will be lifted from the
mother and it would be done automatically.

Finally, present distribution rules often make it difficult to leave welfare because arrears payments
first go to cover State costs before being available to the family. This proposal will change the
distribution and payment rules so that pre- and post-AFDC arcears will go to the family first if the
family has left AFDC. This change will assist people in making a successful transition from welfare
to work, The other proposed change in this area will encourage family uaification by allowing
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families who unite or reunite in marriage 1o have any child support arrearages owed to the State
forgiven under ceriain circumstances.

Collect Awards that are Owed

Central Registries. A central registry and centralized collection and disbursement capability will be
required in all States, States will be able to monitor support payments and take appropriate
enforcement actions immediately when support payments are migsed, Certain routine enforcement
remodies will be imposed administratively at the State level, thus taking advantage of computers and
automation to handle thess measures using mass case-processing technigues. A higher Federal majch
rate will be provided to implement new technologies. Eohanced fanding will also be used to
gncourage States to run fully centralized State programs,

erstate Enforcement. A Federal Child Support Enforcement Clearinghouse will be sstablished to
trzck pareazs across staze fines and to improve collections in interstate cases. The Clearinghouse will
include a2 Natiosal Directory of New Hires so that wage withholding could be instituted in appropriate
cases from the first paycheck. The adoption of the Uniform Interstate Family Support Act (UIFSA)
and other measures will be reguired to make procedures in intersiaie Cases maore routing.  In addition,
the IRS role in full collections and tax refund offsets will be strengihened, and access fo IRS income
and asset information will be expanded.

; force 5. States wiil be provided with the enforcement toals they need w0 crack
dcwn tm ﬁwzsez noncnstodza! parents who otherwise find ways to avoid payment of their support
obligations, States will have the authority to revoke drivers aod professional licenses for those who
refuse to pay the support they owe, States will be able to make frequent and routine matches against
appropriate data bases w find location, asset, and income information on those who try to hide in
order 1o escape payment. The Federal funding and incentive structure will be changed in order to
provide the necessary resources for States to run good programs, and performance-based incentives
will be utilized to reward States for good performance. Incentive payments must be reinvested back
into the child support program.

Rationale

entral Repistries. Enforcement of support is handled by State and local IV-D agencies, with
tz‘mmiws Szaz& vamt;ea 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 0. Many enforcement sieps require court intervention, even when the
case Is 2 routine one.  And even routine enforcement meoasures often require individual cage
processing rather than relying upon automation and mass case-processing.,

When payments of support by noncusiodial parents or their employers are made now, they goto g
wide variety of agencies, institutions and individuals. As wage withholding becomes a requirement
for a larger and larger segment of the noncustodial parent population, the nead has grown for one
central State location to collect and distribute payments in a timely manner.  Algo, the ability to
maintain accurate records that can be centrally accessed is critical, Computers, automation and
information technology, such as those used by business, are rarely used to the extent necessary.
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States must move toward a child support system for the 21st century, With 15 million cases and a
growing caseioad, this will not occur by simply adding more caseworkers. Routine cases have o be
handled in volume. The proposed central registry, centralized collection and dishursement system,
increased use of administrative remedies, and overall increase in automation and mass case progessing
are all necessary for the operation of 4 high performing and effective ¢hild support enforcement
system.

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

States will be able to impose enforcement remexdies in routine cages through the use of administrative
remeadiss handled on a mass case basis without having © g0 to court 1o take simple enforcement
measures, For instance, States will be able to impose and redirect wage withholding oeders, garnish
bank accounts, and intercept State benefits — such as unemployment compensation, workers
compensation, and lottery winnings - quickly and sasily.

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 sc that the
custodial parent, usually the mother, does not bear the burden of enforcing the obligaton. She will
not have t0 be "the enforcer,” as in the present systern where she often has to push the child support
office to get any action on her case at ail,

All cases will receive equal services regardless of welfare status.  Currently, welfare and non-welfare
cases are often handled differently, often with little help for poor and middle class women outside the
welfare system.  The incentives built into the system also mean that non-welfare cases often receive
sexond-hand services, The Administration’s proposal will kelp to move people from welfare to work
and to make work pay outside the welfare system by insuring that the non-weifare population is
served equally well, States 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,

Enforcement. The fragmented system of State support enforcement has caused tremendous
pzebiems in miiwmg support across State lines. Given the fact that 30 percent of the current
caseload involves interstate cases, and the fact that we live in an increasingly mobile society, the need
for a stronger federal role in interstate location and eaforcement has grown,

The Administration’s proposal takes two major steps toward improving interstate enforcement. The
National Child Support Enforcement Clearinghouse, consisting of three registries ~ g Mational Locate
Registry, a National Child Support Registry (containing only encugh minimal information to match
cases), and the National Directory of New Hires - would act as a hub for the exchange and matching
of information.
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The Directory of Naw Hires would be modeled after State new hire reporting systems except it could
alse match cases against the national registry to catch people who move from State to State and avoid
payment. It will improve enforcement tremendously beesuse delinqguent obligors who are employed
anywhere in the country can then be forced to pay through wage withholding from the first paycheck.
The IRS role will also be expanded through expanding and improving the IRS fulf 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.5. Commission
on Interstate Child Support to improve the handling of interstate cases, such as the mandatory
adoption of the Uniform Interstate Family Support Act ({UIFSA) and other measures to make the
handling of imacsiate cases more priform.

Tough Enforcement Tools. The proposal makes the enforcament of support much tougher 5o 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 10 pay suppont, you can avoid it. This perception has to change; child support
has 1o be seen ax inescapable as death or taxes. States are often not equipped with the necessary
enforcement tools — tools that have proven successtul ip other States ~ to insure that people do not
escape their legal and moral obligation 10 suppont their children. -

Under the proposal, States will be given the enforcement tools they need, especially to reach.the self.
employed and other individuals who have often been able to beat the system in the past. For
instance, State agencies will have easier access to other data bases they can use to locate those who
refuse to meet their obligations. Driver's and professional license revocations will also be used a8 a
fast resort for those who otherwise refuse to pay.

These enforcement tools can only be used effectively if States have the necessary funding and
incentives to run good programs. There is aimost universal agresment that the current funding and
incentive structure fails to achieve the right objectives. The Administration’s funding proposal wiil
institute 3 new funding and incentive structure that uses performance based incentives to reward States

that run good programs,
Child Support Enforcement and Assurance {CSEA) Demonstrations

Children need and deserve support from both parents.  Yet collections are often sporadic. Often no
money is received for several months, followed sometimes with a larger arrearage payment. In other
cases, the father is unemployed and cannot pay that month. In still other cases, the state simply fails
in its duties to collect money owed. Child Support Enforcement and Assurance links expanded efforts
at child support collections to some level of guarantee that a child will receive a ¢hild support
payment on a consistent basis. Under an assurance systetn, persons with an award in place would be
guaranteed a minimum level of support of say $2,000 annually for one ¢hild and $3,000 for two,
(The exact figures would be determined in the experiment} This would be a low but reliable bage of
economic support that the custodial parent could plan on. This would not relieve the noncustodial
parent of any obligations, it only ensures that the child will get same money even if the state fails 10
coliect it immediately, The proposal provides for up to six demonstration projects of CSEA.
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Rationale

Child support enforcement and assurance would significantly ease the difficult task of moving people
from welfare to work, If single parents can count on some child support, usually from the
noncustodial parent, but from the assured child support payment if the noncustodial parent fails to
pay, then they can build a reliable combination of their own earnings plus child support, Thig
approach would offer single parents real economic secavity. -

CSEA is not ualike unemployment insurance for intact families, When an absent parent becomes
unemployed or cannot pay child support, the child still has some protection, And since USEA is not
income-testad, there are 5o reporting requirements, no welfare offices, no benefit offsets and no
weifare stigma, CSEA benefits could be subtracted dollar for dollar from weifare payments. Thus, a
woman oo welfare is no belter off with CSEA. Bat if she leaves welfare for work, she can still count
on her child support payments; thus, work is much more feasible and attractive. Essentially, all of
the net new costs of a CSEA protection program would go for supporting custodial parents who are
oft welfare.

1€ CSEA protection is provided only to pwp!e who have a child support award in place, women will
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
sconomic support to their children, States might also experiment with tying the assured paymient to
work or to participation in 8 training program by the noncustodial parent, and with other incentives to
encourage noncustodial parents to pay child support,

Enhanced Responsibility and Qpportunity for Noncustodial Parents

A portion of JOBS and WORK program

fz.mézzzg wazzid i;e resmed f{}r tmzz:mg, xm:k z‘eaémess, edusamaai remediation and mandatory work
programs for noncustodial parents of AFDC recipient children who canpot pay child support dus o
unemployment, undecemployment ur other employability problems. In addition, States have an option
for mamxdatory work programs for noncusiodial parents, States would have considerahe flexibility o
design their own programs.

ACCEss ar ) Qgrams. We propose grants to States for programs which reinforce
the desnrabnllty for chxldren w havc connnued access to and visitation by both parents. These
programs include mediation (both voluntary and mandatory), counseling, education, development of
parenting plans, visitation enforcement including monitering, supervision and neutral drop-off and
pick-up, and development of guidelines for visitation and alternative custody arrangements.

We also propose dernonstration grants o States and/or community-based organizations to develop and
implement noncustodial-parent (fathers) components in conjunction with existing programs for high-
risk families {e.g. Head Start, Healthy Start, family preservation, teen pregnancy and prevention),
These would promote responsible parenting, including the importance of paternity establishment and
sconomic secarity for children 2nd the development of parenting skills.,

]
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Rationale

Ultimately, the system’s expectations of mothers and fathers should be parallel. Whatever is expected
of the mother should be expacted of the father, and whatever education and training opportunities are
provided to custodial parents, similar opportunities should be available to noncustodial parents who
pay their child support and remain involved in the lives of their childean. If they can improve their
earnings capacity and maintain relationships with their children, they eould be 2 scurce of both
financial and emotional support.
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MAKING WORK PAY/CHILD CARE
THE IMPORTANCE OF THE EITC, HEALTH CARE REFORM, AND CHILD CARE

A cnucial component of welfare reform that promotes work and independence s making work pay.
Even fuildime work can 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 wock. It penalizes those who work by taking away benefits dollar for
dollar; it imposes ardaous reporting requirements for those with earnings but still on welfarg, and it
prevents saving for the future with a meager Himit on sssets,  Moreover, working poor families ofien
lack adequate medical protection and face sizeable child care costs. Too often, parents may choose
welfare instend of work 1o ensure that their children have health Insurance and receive child care, If
our goals are 1o encourage work and independence, to bolp families who are playing by the rules and
1o redace both poverty and welfare vse, then work must pay more than welfare.

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

The next critical step toward making work pay is ensuring that 31l Americans have health insurance
coverage. Many recipients are trapped on welfare by thelr insbility to find or keep jobs with health
benefts that provide the security they nead. And too often, poor, non-working families on welfare
have better health coverage than poor, working families, The President’s health care reform plan will
provide universal access to health care, ensuring that 6o one will have to choose welfare instead of
work o ensure that their children have health insurance. Both the EITC expansion and health sare
reforsy will help support workers as they leave welfare 1o maintain their independence and self-
sufficicncy. ‘

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

The Federal Government currently subsidizes child cars for low-income families primarily through
the title IV-A open-ended entitlement programs (JOBS Child Care and Transitional Child Care), a
capped eatitiement program (At-Risk Child Care), and a discretionary program (the Child Care and
Development Block Grant). The dependent care tax credit is seldom available for low-income
families hecause it is not refundable; even if it were, it would be of listle help to low-income families
because it is paid at the end of the year and is based on money already spent on child care.
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The current child care programs are not sufficiently funded 1o support 2 major welfars reform
initiative or 0 provide siguificant support for working-poor families. The separate programs are also
governed by inconsistent legisiation and regulations, making it difficult for Siates and parents to
create a coherent system of care. Finally, thers are problems with quality and supply of care,
especially for infants and wddlers.

PROPOSAL .
This welfare reform proposal will increase child care funding so that both those on cash asgistance
and working families not sligible for cash assistance are provided adequate child care support. In
addition, the proposal focuses on creating 2 simplified child care system and on ensuring that children
are cared for in salfe and healthy environments. The proposal includes the following:

Maintaining IV-A Child Cars. We propose to continue the current IV-A entitlement programs for
cash asgistance recipients. These programs (both JOBS Child Care and Transitional Child Care)
would smtomatically expand to accommodate the increased demand created by required participation
in education, training and work. "

We also propose significarlt new funding

for lowwmwzzzc, werkmg famzizes ’I‘he At-stk Chtld Ca:e Program, currently a capped entitlement
available to serve the working poor, s capped at & very low fevel and States have difficulty using it

because of the reguired State match. We propose 1o exparnd this program and to reduce the barriers

which impede States” use of it.

- k Grant. We would maintain and gradually
mcreases fx::zdwg for the Bicck (}'rant '{hese fzmds suppert both services and quality improvements.
However, no families recelving cash assistance would be eligible for services under this program,

Addressing Quality and Supply. We would provide some funding in the At-Rigk program to address
quality improvements and supply issues. Quality improvements would include a range of activities

such as resource and referral programs, grants or loans o assist in meeting State and local standards,
and monitoring for compliance with licensing and regulatory requirements. Supply issues would
include a special focus on the development and expansion of infant and toddier care in low-income
gommunisies.

0 e R A A d.C rograms. We would require States {o use Federal
p:ogmns t0 ens;z:e saamless co’verage far persons w%w leave welfare for work., Health and safety
regquirgments 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 scales consistently across
programs, as welt as unified reporting for all programs. Efforts will be made to facilitate linkages
between Head Start and child care funding streams to enhance guality and comprehensive services,

i Rates. In pencral, States pay subsidies for child care equal o actual cost, up to
some maximum, '{‘his maximum should be sat in & way that reflecis reasonable costs of care and
should also be the same scross child care programs. Additonally, payment mechanisms should
refigct current market conditions and be defined in such a way that they can vary automatically over
time and possibly reflect geographical differences in prices,
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There i a particular problem with the AFDC income disregard for child care, since it is based on an
unreasonably low maximum monthly payment of $175 per child ($200 for infant care), and because
the digregard is effective only after families incur child care expenses, resulting in a cash-fiow
problem for families. Simply raising the disregard inadvertently makes a nomber of families
ineligible for AFDC (while equivalent families receiving direet 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 Jeast two options for payment of child care costs {the disregard and one other payment
mechanism).

Rationale

There are thres categories of low-income famifles with child eare needs that must considered o
ensure that the two goals-helping low-income parents enter and stay in the workforce and making
work pay--are addressed:

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

. Families in a transition period, having just worked their way off assistance or the
WORK program; and

¢ Families working without having ever been on welfare, or working beyond a
transition period,

All three categories have legitimate claims on child care subsidies. Families who are required 1o
participate in JOBS are currently guaranteed child care, and rightly so. People who are working but
stilt on welfare have their ¢hild care subsidized through disregards in their AFDC and food stamp
benefits, and sometimes through subsidies,

We propose 1o continue current guarantees of child care subsidies for these categories of recipients,
Peopie in the WORK program are working a3 a condition of receiving continued suppurt. They are
working at least at the misimum wage, and they are not receiving the EITC, The proposal would

guaraites their ¢hild care, just as it is guaranteed for JOBS participants. Under current law, people
who move off welfare and are working are guarantesd subsidized ¢hild care for a year in order to

ease the transition from welfare o work, 'We propose o continue that guarantee for participants in
the transitional assistance program who move into private sector work. :

1t is hard 10 argue, however, that low-income working families who have never been, or are no
longer, on welfzre are less neading or deserving of child care subsidies than people who are on
welfare, [t seems quite inequitable to provide child care subsidies to one family and to deny them to
another whose circumstances are klentical except for the fact that the first family is or has recently
been on welfare.  As a result, this proposal provides a significant increase in support for all three
types of low-income families with child care needs.

The goal of our child care proposal is to attain a careful balance batween the need v provide child
care support to as many low-income families as possible and the need to ensure the safety and healthy
development of childten. Tharefore, in addition t direct funding for child care slots, we have
included some funding to address quality and supply issues, Clearly decisions about child care quality
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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 ability to increase the number of child care slots, but rates that are too low can also limit supply
and parental choice, and endanger children. We are also concerned that there are specific child care
supply problems in some geographic areas and for some children—especially infants and toddlers.

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

26



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 sysiem from one focused on writing checks to one focused on work, opportunity, and
responsibility. The Family Support Act of 1988 recognized, through creation of the JOBS program,
the need for investment in education, training and employment services for welfare recipients, Most
importantly, it introduced the expectation that welfare recipieocy i 2 transitional period of preparation
for self-sufficiency. Most able-bodied recipients were mandated © participate in the JOBS program
as a means towards self-sufficiency.

However, the welfare system has not changed as much as was intended by the Family Support Act.
Only a small portion of the AFDC caseload is required to participate in the JOBS program, while a
majority of AFDC recipients are not required to participate and do not voluntegr, Thig sends 8 mixed
message 10 both recipients and caseworkers regarding the true terms and validity of the social
compact that the Family Support Act representad. As 3 resuit, most long-term reipients are not on a
track to obtain employment that will enable them 0 leave AFDC.

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

PROPOSAL

* Full Pacticipation. Everyone who wishes to receive cash support would be expected to do
somethiog to help themselves and their community. Recipignts would sign a personal
responsibility contract indicating what was expected of them and of the government. Most
would go immediately into the JOBS program, A Hmitad number of persons who are not yet
in a position to work or train (because of disability or the ueed 1o care for an infant or
disabled child) would be assigned to JOBS-Prep until they are ready for the time-limited JOBS
program. Everyone has something to contribute. Everyone has a regponsibility @0 move
toward work and independence.

» Training, Education, gnd Placemont (the JOBS program). The core of the transitional
support program would be an expanded and improved JOBS program. JOBS is the program
which wag established by the Family Support Act of 1988 {0 provide training, education and
job placement services to AFDC recipients, Every aspect of the augmerted JOBS program
would be designed to help recipients find and keep jobs. The enhanced program would
inchude a personal responsibility contract (described gbove) and ao employability plan
designed @ move persons from welfare to work as rapidly as possible. For most recipients,
supervised job search would be the first clement in the employability plan, JOBS participants
would be required 1o accept a job if offered. The new effort, rather than creating an
employment training system for welfare recipients alone, would segk close coordination with
Iob Training Partnership Act (JTPA) programs and other mainstream training programs and’
educational resources, !

« Time Limits. Persons able to work would 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,
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the goal would be to help persons find jobs long before the end of the two-year period.
Mothers with infants, persons with disabilities which limit work and those caring for a
disabled child would be placed in JOBS-Prep status and would not be subject to the time limit
while such conditions existed. In a very limited number of cases, extensions of the time limit
would be granted for completion of an edusation or training program or in unusual circum-
stances,

* Work {the WORK program). The new effort would be designied to help as many people as
possible find employment before reaching the two-year time Jimit, Those persons who are not
able to find employment within two years would be required to take a job in the WORK pro-
gram. WORK program jobs would be paid work, rather than "workfare,” and would include
subsidized private sector jobs, as well as positions with local not-for-profit organizations and
public sector positions. The positions are intended to be short-term, last-resort jobs, designed
neither to displace existing workers, nor tO serve as substitutes for unsubsidized employment.
Provisions will be put in place to discourage lengthy stays in the WORK program. Among
these would be limits on the duration of any one WORK assignment, frequent periods of job
search, denying the BITC o persons in WORK assignments and a comprehensive reassess-
ment after a second WORK assignment, The primary emphasis of the WORK program will
he on securing privats sector employment. States would be given considerable flexibility in
the operation of the WORK program in order (o achieve this goal. To control costs, Federal
funding the WORK program would be capped (a8 is Federal JOBS funding). Additional funds
would be made available to States facing unusually high unemployment rates.

Each of these «lements iz discussed below,
FULL PARTICIPATION

The goal of these proposals is to make the welfare system a rouch different world. The intake
process will be changed to clearly communicate 10 recipients the expectation of achieving seif-
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 help 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.

2rsonal K Agreement, Each applicant for assistance will be required to enter into a
written agrwmmz in whlch the applacant agress to cooperate in good faith with the State in
developing and following an employability plan leading to self-sufficiency, and the State agrees to
provide the services called for in the employability plan. While this agreement is a statement of
rmutual obligations, it iz not a Jegally binding contract.

Qrientation. Each spplicant will receive origntation services to explain how the new system will
work., A full understanding of bow a time-limited assistance program operates will ensure that
parlicipants maximize their opportunities to obtain services.

JOBS-Prep. Those recipients who are for good reason unable 1o participate in JOBS activities
effectively will be assigned to the JOBS-Prep category. For example, if an individual became
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seriously ill after entering the JOBS program, he or she would then be placed in JOBS-Prep status.,
Adult recipients can be assigned to the JOBS-Prep phase gither prior to or after entry into the JOBS
program. Under current [aw, exemptions from the JOBS prograni 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 this proposal, alf recipients will be required to take steps, ¢ven if they are small-ones, toward
self-sufficiency. Just as in the JOBS program, participants in JOBS-Prep, when possible, will be
reguired to complete employability plans and undertake some activities intended to prepare them for
emplovment and/or the JOBS program. The employability plan for a recipient in JOBS-Prep status
would detail the steps, such as obtaining medical care, needed to enable him or her to enter the JOBS
program. Only recipients not likely to ever participate in the JOBS program (e.g., those of advanced
age) would not be expected to engage inn JOBS-Prep activities.

Ingreased Participation. With increased Federal resources available, it is reasonable (o require
increased participation in the JOBS program. Current law requires that States enroll 20 percent of the
non-exempt AFDC caseload in the JOBS program during fiscal year 1995, Much higher participation
standards would be put in place for persong who were enrolled in the new programs. The FY 1995
participation standard (20 percent} would be continued with respect to persons not yet subject o the
new rules and reguirements, Through the phase-in sttatepy deseribed below, 2 higher and higher
percentage of the caseload would be subject {0 these rules and requirements, and the transitional
assistance program would move toward s futl-participation model.

Improved Definition of Participation. As soon as the employability plan is developed, the recipient
will be expected to ¢nroll in the JOBS program and to engags in the activities called for in the
employability plan. The definition of satisfactory participation in the JOBS program would be
broadened to includs substance abuse freatment and possibly other activitiss such as parsating/life
skills classes or domestic violence counseling, if they were determined o be bmporniant preconditions
for pursuing employment successfully. An individual enrolisd full-time In an educational activity who
wasg making saitable progress would be considered 10 be panticipating satisfactorily in JOBS, even if
such 2 person wers schaduled for fewer than 20 hours per week of the educational activity.

Ratignale

In order to change the culture of welfare, it is necessary to stress the importance of full participation
in the JOBS program, Minimizing exemptions seruds & strong message that full participation in JOBS
should be the normal flow of events and not the exception; something is required of all recipients and
no one will be lef} behind, The JOBS-Prep policy gives States the ability to consider differences in
the ability to work and to panticipate in education and training activities.

To shift the emphasis of the welfare system from disbursing cash benefits to promoting self-sufficien-
¢y, the mutual obligations of the State and the participant must be spelled out and enforced from the
outset, Implementing provisions which demonstrate this new culture at the point of intake will send
important signals, The personal responsibility agreement will serve w0 outling these obligations. The
orientation services will ensure that recipionts understand what is at stake, so that they can take full
advantage of the apportunities available to them through the JOBS program,
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TRAINING, EDUCATION, JOB SEARCH AND JOB PLACEMENT
- THE JOBS PROGRAM

The JOBS program originated with the Family Suppart Act. It represents a new vision for welfare,
but it remains mostly an afterthought to a system focused mostly on eligibility determination and
check writing. We propose t0 make the JOBS program the centerpicce of the public 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 it AFDC caseloads and Stats budget shortfalls that hammpered States’
ability to draw down JOBS and other Federal matching funds. For these reasons, States have been
unable to effectively implement the changes envisioned in the Family Support Act.

Fiscal constraints have proven particularly troublesome. States are required 10 share the cost of the
JOBS program with the Federal Government. Many States have, however, been experiencing
budgetary difficulties which were not anticipated at the time the Family Support Act was enacted.
Consequently, most States have been unable to draw down their full altocation of Federal JOBS
because they have not been able provide the required State match. In 1992, States drew down only
69 percent of the §1 billion in available Federal funds, and only 12 States were able to draw down
their full atfocation. Fiscal problems have limited the number of individuals served under JOBS and,
in many cases, limited the services States offer their JOBS pacticipants. .

In order to fully tansform the welfare system into 2 system which helps familizs attain seif-
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 selfsufficiency through the
provision of education, training and smployment services rather than 2 system of determining
eligibility and writing checks, To accomplish this, & 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 ¢ritical, 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 have very different levels of work experience, education and skills.
Accordingly, their needs will he met through a variety of activities: job search, classroom learning,
on-the-iob training and work expoerience. States and localities would, therefore, have great flexibility
in designing the exact mix of JOBS program services. Employability plans will be adjusted in
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response to changes in a family’s situation. Finally, the Federal government will make the needed
resources available to the States to accomplish the objectives.

Up-Front Job Search. Most new applicants will be required to engage in supervised job search, as
the first element in the employability plan.

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 regjpients and
minor parents, including both those in the JOBS-Prep phase and those in YOBS, to evaluate progress
toward achieving the goals in the employability plan. This assessment could be integrated with the
annual eligibility redetermination, Persons in JOBS-Prep status found to be ready for participation in
employment and training would be assigned to the JOBS program following the assessment.
Conversely, persons in the JOBS program discovered to be facing very serious obstacles to participa-
tion would be placed in the JOBS-Prep phase,

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) clients were participating as required. In
instances in which the State were 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.

. Sanctigns. Sanctions for failure to follow the employability plan would be the same as under current
law. A niew sanction would be established to ensure that a recipient accepted a private sector job if
offered (provided the job met specified minimum health and safety standards).

Increased Funding. This plan envisions a dramatic expansion in the overall level of participation in
JOBS, which would clearly require additional funding. States currently receive 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 expansion of the JOBS program.

Enhanced Federal Match. 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 specified level. Additionally, the funding formulas will be simplified
and organized around program outcomes to encourage ongoing program improvement.

Federal Leadership. The Federal role in the JOBS program will be to provide training and technical

assistance to help States make the program changes called for in this plan. Through technical
assistance, the Federal Government would encourage evaluations of State JOBS programs, help
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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 IOBS funds specifically for this purpose.

Ratignale

The joint development of employability plans that adequately Teflect the needs of recipients will help
ensure that recipients have a stake in their success in the JOBS program.

Additionally, the provision that most applicants be required to participate in up-front job search
activities will accomplish several things. It will reinforce the emphasis on employment for people
entering the program. The job search activities will lead to immediate employment for some
recipients. For those who subsequently. enter the JOBS program, they will have a realistic grasp of
the job market, This will aid in the assessment and in the development of the employability plan, and
may alse help participanss focus their energies.

In order for the system to work, participanis must see that the requirements are real, There must be a
direct connection hetwesa a participant’s hehavior and the rewards and sanctions as a ¢pnsequence,

It is equally important 10 ensure that all welfare recipients who are required to participate in the JOBS
program have access to the appropriate services, The increase in Federal resources available (o the
States and the simplified and enhanced match rates will enable States to undertake the necessary
expansion in the JOBS program.

Integrating JOBS and Mainstream Education and Training Initiatives

The role of the JOBS program is not 10 create a separate education and training system for welfare
recipients, but rather to ensure that they have access to and information zbout 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 fo job training and work preparation must be congistent
with the Governor’s coordination plan, The State plan-must be reviewed by a coordinating council,
While these measures havs served 1o move the welfare system in the direction of program
coordination and integration, further steps can and should be taken. Federal and State efforts for
promoting integration and coordination, and general program improvement, will be an ongoing
process in the new system.

3 G . This proposal includes provisions which will greatly enhance integration and
caarzimatien amung the JOBS program and related programs of the Departments of Labor and
Education, such as Job Training Partnership Act programs and peograms falling under the Adult
Education Act and the Carl D. Perkins Vocational Educational Act. For example, the Siate counsil
an vocational education and the State advisory councit on adult education will review the State JOBS
plan and submit comments to the Governior to ensure the ohjsctives of these programs are adequately
addressed by the State’s JOBS program.

' e Flex In order to enable States t take the steps necessary to achieve full
mtegratmn am:mg eduaatwn training, and employment service programs, governors will have the

32



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/ITPA program. This option will expand State
flexibility and will promote innovation and program improvement,

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

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

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

. National Service. HHS will work with the Corporation for National and Community
Service to ensure that JOBS participants are able to take full advantage of national
service as a road to independence.

. School-to-Work. HHS will work to make participation requirements for Schooi-to-
Work and for the JOBS pregram compatible, in order to give JOBS pagticipants the
opportunity to access this new initiative.

. One-Stop Shopping. The Department of Labor will consider making some JOBS
offices sites for the one-stop shopping demonstration.

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

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

The Board will work to articulate a national workforce preparation and national self-sufficiency
agenda and to develop an overall human investment strategy and plan. As part of this effort, the
Board will establish criteria for evaluation of .workforce development efforts and for approval of State
waivers designed to improve service delivery by Federally-funded job training programs. ‘The Board
will also attemnpt to standardize rules and regulations across training and education programs to
improve program operation and coordination. Part of the Board’s role will be to facilitate provision
of technical assistance to States and localities and to promote the use of technology to enhance
program performance,

Rationale

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, the proposal implements several mechanisms that promote ongoing
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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-term
recipients are not on a track toward obtaining employment that will enable them to leaye 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).

Time limits would, in general, be linked to JOBS participation. Recipients required to participate in
JOBS would be subject to the time limit. Months in which an individual was receiving assistance but
was assigned to JOBS-Prep status 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 limit for
transitional assistance.

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

Minimum Work Standard. Months in which an individual met the minimum work standard would not
be counted against the time limit. The minimum work standard would be defined as at least 20 hours
of work per week for parents of a child under six and at least 30 hours per week for all others.

States would have the option to set the minimum work standard at 20 hours per week.

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

Minor Parents. As mentioned elsewhere, virtuaily ali parents under 19 would be required to partici-
pate in JOBS. The 24-month time clock, however, would not begin to run until the parent turned 18,
as minor parents would be attending high school, In other words, months of receipt as a parent
before the age of 18 would not be counted against the two-year time limit. -

Job Search, Persons who were within 45 days of reaching the time limit (up to 90 days at State
option) would be required to engage in supervised job search for those final 45-90 days.

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

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

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

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

The total number of extensions would be limited to 10 percent of recipients required to participate in
JOBS. In other words, a State could have no more than 10 percent of such recipients in extended
status at any given time.

Earning Back Eligibility for Assistance. Persons who had left welfare for work would be able to earn
back a limited number of months of eligibility for future cash benefits, which could be used in the

event of a future emergency which resulted in a need for assistance.
Rationale

The time limit policy as currently structured is intended to encourage recipients to move toward
employment and self-sufficiency as rapidly as possible, while at the same time giving persons time 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 work would be placed in JOBS-Prep status and would not be subject to the time
limit, The earn-back provision is designed to reward work by providing a cushion of additional
assistance, in the event of temporary economic difficulties, to those who have left the welfare system
for work.

PHASE-IN

It is very unlikely that States could proceed to full-scale implementation of the changes described
above immediately after passage of the legislation. Even if resources were plentiful, attempting to
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instantly place the entire caseload in the new transitional assistance program would almost guarantee
enormous administrative difficulties at the State level. Facing the nesd to serve millions more persons
in the JOBS program and to create huadrads of thousands of WORK assignments, many States might
be unable to deliver meaningful services 1o JOBS participants. As discussed above, an effective JOBS
program is essential to moving people from welfare to work and to transforming the culture of
welfare offices. Accordingly, it is eritical that States, as part of the welfare reform effort, be zble o
focus on building such a JOBS program, -

An attractive alternative to the chaos of immediate full-scale implementation is to begin by focusing
on younger parents, It is the younger generation of actual and potential welfare recipients that are the
souree of greatest concern, They are also the group for which there is probably the greatest hope of
making a profound difference.  Younger recipients are tikely to have the longest stays on welfare, in
part because they are at the beginning of their spells. Under this approach, we would devote energy
and new regources to ending weifare for the next generation, rather than spreading efforts so thin that
little veal help s provided o anyoune,

The phase in of the new requirements would begin with sl recipients (including new applicants) born
in 1972 or later, Al persoms of the same age and circumstances would then face the same rules,
regardiess of when they entered the system. Over time, 23 the percentage of the caseload born after
1971 rises, the new transitional assistance program will encompass a greater and greater proportion of
welfare recipients. By 2004, 60 percent of the vaseload will be phasad in,

Targeling younger parents does not imply any reduction in existing education and training sexvices for
older recipients, They would still be eligible for JOBS services, The new resources, however, would
be focused on youngsr recipients,

Rationgle

in order to achieve the goals of 3 full-participation model, the capacity of the States must also be
considerad. Resources and efforts should initially be focused on the population which promises the
greatest results, rather than attempting immediate full-scale implementation, which would place an
enormous burden on States and localities. Under the proposed phase-in strategy, States would begin
by targating younger.recipients; whe ore most at-risk for dependancy.

WORK

The focus of the transitional assistance program will be belping people move from welface 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-year time limit without having found a job, despite having participated in the
- JOBS program and followed their employability plans in good faith, We are committed to providing
these persons with the opportunity to support theie famities theough paid work.,

Each State would be required 1o operate a WORK program which would miaks paid work assignments

{hereafter WORK assignments or WORK positions) available to recipients who have reached the time
Timit for cash assistance,
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The overriding goal of the WORK program would be to help participants find lasting unsubsidized
employment. States would have wide discretion in the operation of the WORK program in order to
achieve this end. For example, a State could provide short-term subsidized private sector jobs (with
the expectation that many of these positions would become permanent) or positions in public sector
agencies, or both.

Administrative Structure of the WORK Program -

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

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 Federa) government would reimburse States for wages to persons in
WORK assignments at a specified match rate. Money which would have been devoted to cash
benefits would be available to cover the cost of WORK wages. ,

Elexibility. 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 public sector agencies.

. Encourage microenterprise and other economic development activities.

. Execute performance-based contracts with private firms or not-for-profit organizations
to place JOBS graduates.. -+ + . -

. 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.

Shortage 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 form of a higher State match) for such persons.
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ir nce of i . Both JOBS and WORK program participants
would be required to accept any offer of an unsubsidized job, provided the job met certain health and
safety standards, or be denied assistance or a WORK job for several months. After several refusals,
the person might be permanently denied access to a WORK assignment,

Job Search Between WORK Assignments. Persons who were in the WORK program but who were
not in WORK assignments, including those who had just completed a WORK assignment, would be

required to engage in supervised job search,

Overgight. States and localities would be required to establish a WORK advisory pane! with balanced
private sector, labor and community representation to provide oversight and guidance for the WORK
program,

Length of Participation 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 excjuded 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 search in good faith. Completion of two years in the WORK program would not, in and
of itself, establish cooperation. Persons dropped from the program would have the right to a fair
hearing,.

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

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

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

Retention. States would be required to maintain records on the performance of private, for-profit
employers in retaining WORK program participants (after the subsidy ended) and on the effectiveness
of placement firms 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 performance records. At a future date, the Secretary of HHS may impose
stricter retention or placement requirements.

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

Wages. Participants would typically be paid the minimum wage. Persons in subsidized WORK
assignments who were performing work equivalent to that done by others working for the same
employer would be similarly compensated. The wage subsidy to the employer, however, could not
exceed the minimum wage.

Hours. Each WORK assignment would be for a minimum of 15 hours per week and for no more
than 35 hours per week. The number of hours for each position would be determined by the State.

Treatment of Wages. Wages from WORK positions would be treated 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 the gurpose of the
Earned Income Tax Credit (EITC), in order to encourage movement into jobs outside the WORK
program,

Supplemental Support. A family with an aduit in a WORK position whose earnings, net of work
expenses, were less than the cash benefit for a family of the same size (in which no one was working)
would be eligible 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 for the
position would result in a corresponding reduction in wages.

Length of a WORK Assignment. A single WORK assignment would be limited to no more than 12
months, after which time the WORK participant would be required to perform supervised job scarch.

Type of Work. States would be encouraged to place as many WORK participants as possible in
subsidized 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 te focus their efforts on
developing WORK positions in occupations which are currently in demand and/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
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anather method. FICA taxes would zlso be paid, with the exact mechanism to be developed.
Payments for ynemployment compensation coverage, however, would not be required.

Rationale

The WORK program as structured here is designed to provide an opportunity for individuals wio
have reached the time limit to suppoct their families through actual paid work while developing the
skills and receiving the job search assistance needed to obtain unsubsidized private sector jobs. The
strugture ensures that work pays by assuring that the family with an adult in a WORK assignment wiil
be no worse off than & family of the same size in which no one is working.

The purpose of the WORK program i to help persons move intg, rather than serve as a substitute
for, private sector employment. Community Work Experience Programs (CWEF] ("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 a2 work-for-wages model, we hope to eacourage
States to adopt a private sector focus for the WORK program.



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 widespread waste and abuse,

PROPOSAL

Clearer Federal goals which allow greater State and local flexibility are critical. A central Federal
role in information systems and interstate coordination would prevent waste, fraud and abuse and
would also improve service delivery at State and local levels. The proposal to reinvent government
assistance contains three major components:

Coordination, Simplification and Improved Incentives in Income Support Programs

. Allow families to own a reliable automobile

. Allow States to reward work and the payment of child support )

. Allow families to accumulate savings

. Other pmposalsl, including conforming accounting periods and liberalizing treatment

of assets and resources :

A Performance-Based System

. Develop new performance and process measures
. Improve quality assurance system
. Provide technical assistance to States

Accountability, Efficiency and Reducing Fraud
. A nationwide public assistance clearinghouse
. State tracking systems

COORDINATION, SIMPLIFICATION AND IMPROVED INCENTIVES
IN INCOME SUPPORT PROGRAMS

The rationalization and simplification of income assistance programs can be achieved by making

disparate Food Stamp and AFDC policy rules uniform or complementary for related policy
provisions, Qur proposals include:
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Allow Families to Own a Reliable Automobile

For AFDC, the permitted equity value for one car is set at $1,500 or a lower value set by the State.
In the Food Stamp Program, the allowable market value of a car is $4,500, although a car of any
value can be excluded in limited circumstances. In both programs the automobile limitations can be a
substantial barrier to independence. Current AFDC policy would prevent total exclusion of most cars
less than eight to ten years old. We propose to allow AFDC and Food Stamp families-to exclude the
value of one or more autos up to an aggregate equity 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 consistent automobile resource policy that supports acquiring reliable
vehicles.

Allow States to Reward Work

The existing set of AFDC eamnings disregard rules makes work an irrational option for many
recipients, particularly over time. Currently, all income received by an AFDC recipient or applicant
is counted against the AFDC grant except income that is explicitly excluded by definition. States are
required to disregard the following:

. For each of the first four months of earnings, recipients are allowed a $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 ends after 12 months,

In addition, a child care expense disregard of $175 per child per month ($200 if the child is under 2)
is permitted 0 be calculated after other.disregard provisions have been applied. Currently, $50 in
child-support is passed through to families with established awards. The EITC is also 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 considerable state flexibility in establish-
ing policies beyond the minimum, Our proposal includes the following four components:

. Require States to disregard at least $120 in earnings. This is equivalent to the $90 and $30
income disregards that families now get after four months of earnings.
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. Allow States to apply 8 ”ﬁii»tha«:g@"‘ policy with income from eamings, child support or all
. forms of income. Currently, if States fill the gap, they must apply all forms of income.
* Give States the aption to establish thelr own earned income disregard policies on incoms
above these amounts.  States can either apply a fat 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 simpler system that Is easier for reciplents and welfare officials to understand. It maximizes
State flexibility and makes work 2 more attractive, rationdl option. By allowing workers in low
benefit States to keep more of their earnings, it would increass the economic wall-being of those
WOrkers. ;

1

Allow Families to Accumulate Savinps

As part of the welfare reform effort, we will be exploring a range of strategies, above and heyond
education and job training, to help recipients achicve self-sufficiency. One individual geonomic
development demonstration program would involve testing the effect of Individual Development
Accounts as an incentive for saving. An Individual Development Accoant (JDA} would be 2 special
type of savings account, in which savings by recipients would be matched by Federal government
doilars, Savings from an IDA, including both the individual’s share and the matching dollars, could
only be withdrawn for a Hmited numberof purposes, including paying for education or training,

, starting a business or purchasing a2 home, The IDA demonstration will attempt, through a randomized
evaluation, to determine the effect of such savings incentives on both assot accumulation and

. movement toward self-sufficiency. In addition, raising the agset limit for eligibility for cash benefits
to $10,000 for savings accounss designated for specific purposes such as purchase of a first home is
also under consideration, .

Other Coordination and Simplification Proposaks

Additional changes would be made o the administrative and regulatory program structures of AFDC
and Food Stamps 1o simplify-and:coordinate rules- 1o encourage work, family formation, and asset
accumulation. These include:

onforming AFDC and Food § ing perjads. We propose conforming AFDC to the Food
Stamp Program’s more flexible reqmtemfmts fm‘ mportwg and budgeting, Under Food Stamp
Program rules, States are given (he option 10 use prospective or retrospective budgeting with or
without monthly reporting. Currently, the Food Stamp program requires recipients to report all gross
income changes shove $25 per month. To simplify the reporting process, this threshold would be

y
1

1. Each State establishes an AFDC need standard (the income the State decides is the amount
essential for basic consumption items) and an AFDC payment standard (100 percent or less of the
need standard}. Benefits are generally computed by subtracting incorne from the payment standard,
Under a ™fill-the-gap” policy, benefits are computed by subtracting income from the higher need
standard.

t
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raised to $75. Recipients would still be required to report changes in other circumstances like source
of income and household composition which may affect eligibility,

This proposal would significantly simplify benefit caleulation procedures for joint AFDC/food stamp
households. By conforming the procedures in benefit determination and calculation, workers and
recipients will benefit through less paparwork processing and time spent on recalculating benefits
because of fluctuations in income. The proposal maintains a balance between assuring benefits are
accurately datermined by reducing the current complexitios and retaining the appropriate level of
responsibilities on recipients to report information.

We also propose conforming and streamiining AFDC and Food Stamp policies regarding
underpayments and verifications. Payment of underpayments would be limited to 12 months. The
new verification policy would reqguire States 1o verify income, identity, alien status and Social
Security Numbers. At the same time, States would be given flexibility regarding verification systerns,
methods, and timeframes, |

Resources and assets. The policies proposed under this category liberalize how assets and resources
are treated for the purpose of determining eligibility for both AFDC and Food Stamps for the purpose
of encouraging work and promoting seif-sufficiency. The nominal effect s 10 increase the caseloads
and costs in both programs. Yet the general arguments for the policies described below are
persuasive, Currently, 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 2s significant barriers 0 families saving and investing in thelr futures. We
propose to develop uniform resource exclusion policies in AFDC and Food Stamps, We propose 1
increase the AFDC resource Hmit (currently $1,000) to §2,000 {or $3,000 for a household with a
member age 60 or over) to conform to the Pood Stamp resource Himit, We would also generally
conform AFDC to Food Stamp policy regarding burial plots, funcral agreemenis, real property, cash
surrender value of life insurance and transfer of resources,

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

The proposal also inclndes an individual economic development demonstration program, This
program will attempt to promote self-employment among welfare recipients by providing access ©
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-employment can serve as a routg
to setf-sufficiency for recipients of cash assistance by encouraging persons on assistance (o start
microenterprises (small businessszs).

it of income. Federal ARDC law requires that all income received by an AFDC recipient or
appilmz be counted against the AFDC grant except income that is explicity excluded by definition or
deduction. A pumber of changes are proposed to bring greater conformity betweess the AFDC and
Food Stamp programs, to streamling both programs and/or to reintroduce positive incentives for
recipients to work. Several provisions will moeet these objectives, For example, we could exclude
non-recurring Tump sums from income, and disregard reimbursements and EITC as resources. Lump
sum payments, such as EITC or reimbursements, would be disregarded as resources for one year
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from the date of receipt allowing families to conserve the payments 10 mect future living expenses. In
addition, we will disregard all education assistance and student income, disregard JTPA stipends and
allowances, and coure OJT and other earned income.

Togather these proposals would make the treatment of income simpler for both recipients and welfare
officigls to 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 nead to combine work and welfare,

Territories. The territories operate AFDC, AABI, JOBS, child care and Foster Care programs under
the same ¢ligibility and payment requirements as the States, Their funding, however, is cappad and
the Federal povernment matches 75 percent of costs. The caps are $82 million for Puerto Rico, $3.8
million for Guam, and $2.8 million for the Virgio Islands. Botween 1979 and the present, the caps
were increased once, by roughly 13 percent.

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

The number of public assistance programs funded under the current caps, coupled with only one
adjustment to these caps in 15 years, has 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 where the Federal share is roughly 40 percent, Puerto Rico
roporss that, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Puerto Rico will be required to extend eligibility to two-parent
familizs, Puerto Rico estimates that an additional 40,000 familics will be eligible for AFDC due to
this provision.

Doubling the caps and providing. a mechanism for efficient adjustments o those caps will not only
continue to give territories the authority to operate public assistance programs bul adequate means to
do 50 as well.

A PERFORMANCE-BASED SYSTEM

An underlying philosophy of welfare reform is the goal of increasing State flexibility in achieving the
program objectives of the new systermn and changing the culture of welfare sdministration. A crucial
area where State flexibility can be achieved is quality assurance. Carcently, many quality control
rules create perverse incentives for States; program adminisiration is designed fo meet quality control
requirements, not program improvement objectives. Additionally, Siates expend considerable
resources and effort in moeting quality control needs. The result is 3 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 ouicomes,
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This welfare reform proposal articulates clear objsctives to aid States in policy development.
Performance measures that reflect the degree to which poligy intent is achieved will help shift the
focus of effort from solely payment accuracy to program improvement. Performance measures in a
transitional program of benefits should reflect the achievement of all program objectives and relate o
the primary goal of helping families (0 hecome self-sufficient. Measures will be established for a
broad range of program activities against which front-line workers, managers and policy makers can
assess the efficiency amd effectivensss of the program. To the extent possible, results--rather than
inputs and processes—will be measurcd. Additionally, States and localities must have the flexibility
and resources to achieve the programmatic goals that have been set,

The Federal Government will move from 4 role which i3 largely presceiptive (0 one which establishes
customer-driven performance measures in colizboration with States, local agencies, advocacy groups
and clients, The exact methods for accomplishing program goals are difficult to preseribe from
Washiagton, given the variation in local circumstances, capacities and philosophies. Therefore,
substantial flexibility will be left for localities to decide bow to meet these goals, facilitated by
enhanced inter-agency waiver authority &t the Federal level,

Performance Measures f . .

Far the purposes of monitoring State programs, 8 serics of measures will be developed in conjunction
with States, local agencias, advocacy groups, and other parties, These measures will be designed to
measure such outcomes ag the extent 1o which regipients achieve seifsufficiency, the weli-being of
families, reduced childhood poverty and welfare dependency, and other impacts on recipients.

Process Measures

For the purposes of monitoring State progress and administering technical assistance, measures will be
implemented which provide feedback and information useful for program administration, Such
measures will 80t be used to hold States accountable for performance but may be used to indicate that
a State may require program improvement,

Quality Assurance

Although payment accurasy will remain an important facet of Quality Contrel, the current system will
be upgraded to capture more information and to become a more general quality assurance system.
Much information and data collected will depend on the development of the performance measures
described previously, Other indicators of program outcomes, such as client satisfastion will alse be
included,

Technical Assistanee

The Federal Government will provide technical assistance 10 States for achisving these standards by
evaluating program innovations, 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, EFFICIENCY, AND REDUCING FRAUD

Multiple and unconrdinatad programs and complex regulations Invite waste, frandulent behavior and
simple error. Too often, individuals can present different information to various govermment agencies
ta claim benefits fraudulently with virtually no chance of detection.

The new program of transicional assistance, in and of ielf, will go a long way oward-preventing
waste and fraud. During the period of transitional cash benefits, there will be enhanced tracking of a
client’s training activities and work opportunities, as well a8 the electronic exchange of tax, benefit
and child support information.  Also, the newly expanded EITC jargely eliminates current incentives
te "work off the books" and disincentives to report all employment. With the EITC, it is now
advantageous to report every single dollar of earnings.

New technology and automation offer the chance to implement transitional programs which ensure
guality service, fiscal accountability and program integrity. Program integrity activities will focus on
ensuring overall payment accuracy, and detection and prevention of recipient, worker and vendor
fraud. Such measurss include the following:

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

. State tracking systems which follow people in the JOBS and WORK programs. These
systems will ensure that psople are getting access to what they deserve and that they are heing
held accountable if they are failing to meet their obligations. Each State will be expected ©
develop a tracking system which indicates whether people are receiving and participating in
the training and placement services they are expected (0. ,

‘Tightening up the definition of essential persons will also reduce abuse, Currently, 22 States have
selected the option of including essential persons as pact of the AFDC unit.  These individuals are not
sligible for AFDC in their own right, but they are included because they are considersd essential 10
the well-being of an AFDC recipient in the family. . This.is a losphole that 2llows States to bring
refatives Tike adult siblings into the AFDC unit. We propose defining essential pecsons as only those
who 1) provide care that would allow the carstaker 1o pursue work sad education or 2) provide care
for a disabled person.

The development of a nationwide system to deliver government benefits elecironically, through the
use of electronic funds transfer technology, provides an opportunity to offer better service to program
recipients at less cost. The National Performance Review report recommended ihe rapid development
of an Electronic Benefit Transfer (EBT) system to deliver cash and food assistance benefits to
recipients who do not have bank acoounts. EBT gives recipients access to their benefits in & more
secure financial environment through automated 1elier machines (ATMs) retail point-of-sales terminals
at retail food stoves, eliminating paper-based delivery systems and helping ease recipients into the
economic mainstream,
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Ratiouale

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

Eliminating the current bias in the welfare system against two-parent families will prevent one parert
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-couple family ineligible for assistance, By eliminating the disparity
in the rules, parents will be encouraged to remain together and the inequity of treating different
family types differently 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, rational option for recipients, By allowing workers in low benefit States to keep
more of their earnings, it would increase the economic well-being of those workers.

Restrictive asset rules often frustrate the efforts of recipients to save money and subsequently hamper
their ability to attain seif-sufficiency, Economic security is a vital step towards leaving welfare
parmanently. Changing the asset rules to allow recipients attain savings, own a reliable car, or even
star? a buginess Js an important step in the right direction, Increasing the amount of savings a
recipient rauy maintain will help reduce the economic vulnerability that recipients face when they
leave the welfare rolls, Demonstrations which test the use of starting small businesses as a means to
self-sutficiency will help us explore that option more thoroughly. Finally, by allowing recipients to
own at feast one reliable car, we will help ensure that those who rely on automobiles for
wansportation will have 2 better chance of oblaining and maintaining employment.

CONCLUSION

This welfare reform plan calls for fundamental changes in the current system of welfare. It seeks ©o
replace 2 flawed system with a coherent st 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 not just an end fo welfare as &
is known today, They repressnt a new vision for supporting America’s children and families.

Transforming the social welfare gystem will not be an easy task. The social and economic forces that
have contributed t0 our current situation go well beyond the welfare system and Impact the poor and
non-poor alike. While the obstacles are formudable, undertaking reform of the current welifare system
is egsential in order to improve the well-being of our children now and for the future,
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BACKGROUND INFORMATION ON THE AFDC PROGRAM

AFDC Program under Current Law /

The Aid to Families with Dependent Children (AFDC) program was enacted as Title IV of the Social
Security Act of 1935, Its primary goal is to provide cash assistance to children in need of economic
support due to the death, continued absence or incapacity of the primary wage earner (typically the
child’s father). AFDC provided benefits to 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-UP) program. The total AFDC caseload represents 5.0 percent of the total resident U.S.
population. Two-thirds (9.2 million)} of AFDC recipients 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 $120 in Mississippi to
$923 in Alaska. In real dollars, the average monthly benefit per AFDC family has declined from
$644 in 1970 to $388 in 1992, a 40 percent reduction, attributable mostly to inflation rather than
reductions in nominal benefit levels. The Federal government’s share of total benefit gxpenditures
was $12.2 billion in 1992, and $10.0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2.7 billion in 1992, Overall,
the Federal government pays roughly 55 percent of total AFDC benefit costs and 50 percent of
administrative costs.

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

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

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

of welfare receipt; by the end of two years the percentage who have left increases to 70 percent. By
the end of five years, about 90 percent have left the welfare rolls. However, many of those who have
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left welfare cycle back on. Within the first year after leaving the welfare colls, 45 percent return;
almost two-thirds return by the end of three yeats. By the end of seven years, more than three-
quarters of those who have left the welfare systems have returned at some point,  Almost half of all
spells of welfare end when a recipient becomes amployed; 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 1989, the average time speni on weifare was 6.2 years, -

While the number of AFDC recipients remained relatively constant between 1975 and 1988, AFDC
caseloads rose sharply during the early 19905, The monthly average of 13.6 million recipienis in
1992 represenied a 2.1 million increase since 1990, According to a recent Congressional Budget
Office study, the primary reasons for the sharp increage in the AFDC caseload between Iate 1989 and
1992 are the growth in the number of female-headed families, especially those headed by women who
never martied, the recession and the weak economy.

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

The average AFDC family is small. In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only one child. Only g small proportion of AFDC families ~ 10.1
percent — have four or more children, The average family size of an AFDC family has alse become
smaller over time, from 4.0 in 1960 0 2.9 in 1992, Over two-thirds of AFDC recipients are
children. In 1991, almost one-half of AFDC children were under six years of age, 24,8 percent were
under age 3, and 21.4 percent wers between ages 3 and 5. One-third (32.6) of AFDC children were
aged 6o 11, and Z1.4 percent were age 12 or over. .

COver half of AFDC mothers began their receipt of AFDC as teenagers; however, AFDC cases with
teenage mothers {(i.e., under age 20) make up only a small fraction of the AFDC caseload at any one
time. In 1992, 8.1 percent of the AFDC caseload was headed by a teenage mother, Almost half of
AFDC mothers (47.2 percent) wera in their twenties, a thied (32.6 percent} were in their thirties, and
12,1 percent were in their forties,

-

3





