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- them to move from we’lfare to werk m’dun two ye‘axs

AN END TO WELFARE As WE KNow &t

In your campaign, you set forth two ideas with the potential £ Galescm the.
lives of millions of Americans; that people who work shouldn’t be‘puof Bnd thatno
one who can work should stay o' welfare forever.

These ideas represent a sweeping political, economic; m&moral mxperahw £
your Administration; to reward work and family, demand personal regpeusitiive, s
build broad and lasting support for pmgram that empcwer pec)pIe snd binak the cych:
of dependence. S .
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We know the problem: over niost af the past thma decades, ngfu flw*dﬁs bur.-
dened the poor with social ‘policies thst penalize work and seward failiiz, -ecdricamic
policies that favor the rich and punish the poor, and » welfare sye? i that saps initia-
tive and undermines personal resporibility. “The Los .&ﬁgﬁlﬁ*ﬁ mgts ot year ;,m&,é
that the greatest risk of allis &emg mthmg = e, oo

. 322,' i

In other chapters, we*address empowenng the pory by, ;,:ggxmi g ds commaz-
ties in which they live: communizy development banks, tenant mmagammf of public
hoz:smg, community policing to' put 100,000 cops on the beat fighting crime. Tk chap-
ter is about what the Clinton Administration cast'do to 5 e*aa work, RaYe impsm persona,i
responsibility, and end welfaie as we knaw . * e _
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Political Background e

During the campaign, you put forward an empowerment agen&a that is pro-
family and proswork, including pledges to expand the Forned Income Trxf Credit
(EITC), make affordable health care available to all, cack down on child suppen :

enforcement,,and reform the welfare' system to sducate and tz.;a peaplw sand requxxa

s

Many of these pmposs.ls wxil be well rewve&? in th:e x..gxgmss Where ther Ji
much support for an expanded EITC and wougher child support sadorement.” The e
terpiece of your welfare reform p}an — fh zsva»ggar time limit ~ will be more cont:o-
versial . . AN z.‘\ 2 -
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Four: yéars ago, even though both the Rpagan &ﬁmmzpafwzs g *g% %he CCRTIRTES-
sionzl Démocrats supported welfare reform and.organized' gppasztzm’ el scerce (the
Senate vote was 97-1), the issue tied up Longress for over a year. This time the task will’
be more difficult, Public-employee utions aftl mosti adwbeacy. groups oppose work
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requirements, and some-on the Hill share tﬁa‘i' view. These;oppo/ o5t will not sitack
the new Administration directly if 5 vhi hadn it, but belind the seenes fhayowill |

work to expand the ax’emPtzom, weaken the sEnetonn, . zw,&i *:nde:‘b-lin&:‘ she' work.
m} Vi v}n : - {10 .
N . - ' J"f, g.r

Qy..f‘{ ‘5\141

B3 AL DU ’
v ..!',,’e_;:wF e
' ‘ﬂ’ *

' X

LT

. ‘rn



requirement.

Due to these impediments, the support of the states will be critical ~ even more
important than it was in 1988, Gov. Romer has offered his help, and Carol Rasco has
asked the NGA to set up a working group: to help us develop a bill they can support.
Sen. Moynihan and Rep. Matsii {the new head of the Ways & Means subcomumittee)
have tolg us they support this strategy of erdisting state suppart

Significantly, the Republican members of the Ways and Meam Comsmttee are
drafting a welfare reform bill that implements major parts of the Clinton proposal.
These Republicans are actually prepared to spend some real money on the program ($3

- billion a year in the out years), so it should be pcssz‘oie to éeveiop a bill with bipartisan

and nationwide support.

Strategy

We believe the key to building public support for fundamental reform is time-
Limited welfare. The key to getting the political support necessary to pass time-limited
welfare is to expand the EITC and strengthen child support. And the key to making
o time-limited welfare work 1§ to support and encourage. ﬂex:hxhty creativity, and
innovation at the state level.

We believe that you have an opportunity to enact the most sweeping changes in
poverty policy since the 1930s: a series of reforms that over the next 5-10 years will
replace welfare with work. We envision a plan that takes effect in stages: first, by mak-
ing work pay, eliminating work disincentives, and strengthening child support enforce-
ment; second, by giving people on welfare up to two years of education, training, and
job search assistance; and finally, by requiring all those who can to work, either in the
private sector or community service.,

In the meantime, we would be building the pillars across the country to support
this system: a national service program with comununity service placement councils at
the local level; a health care system that makes affordable care available to all who
work; fully-funded early childhood intervention, nutrition, and health programs that
make sure all children, regardless of income, can come to schoo! ready to learn; housing
programs that give families a stake in how and where they live; and a child support
system that enforces personal mspemzhzhty through the tax code, not the courts.

That, at least, is the vision. Here are the hard realities of how to get there.
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ExPANDING THE EARNED INCOME TAX CREDIT TO
MAKE WORK PAY

1

The guarantee that no one who works full time should have to raise their chil-
dren in poverty involves two variables — the minimum wage and the earned income
tax credit. On the one hand, the higher the minimum wage, the smaller the EITC needs
to be in order to bring full-time workers and their families up to the poverty level. But
the EITC is a much more effective tool to fight poverty than the minimum wage. While
a larger ETTC may cost more in direct cmtlaysg its cost to the economy - and to poor

. people —is much less.

With indexing of the minimum wage at 1992 levels, it will take a $4 billion
increase in the EITC to lift all working families of average size out of poverty. If the
minimum wage is not indexed, it will cost another $500 million, This is & small price fo
pay compared to the effects of an indexed minimum wage.

A National Crackdown on Deadbeat Parenis

The Family Support Act of 1988 required states to 1) ask unwed mothers for both
parents’ Social Security numbers; 2} begin mandatory withholding; and 3) establish uni-
form state guidelines for child support payments, The law is working, so far as it goes
{collections are rising 10% a year), but the system is still a mess: Wages are withheld in
only one of five cases where they should be. One absent parent in four is a deadbeat. It
takes one to three years of red tape to track down a deadbeat, and even then he may not

pay.

The Bush administration has been slow to carry out the 1988 law. The federal
enforcement bureaucracy is a nightrnare — one state complained to Congress about

" cases it had referred to the IRS for collection in the late 1970s that still had not been

enforced.

We propose the following #eww steps to follow through on your campaign
pledge to “do almost anything to get tough on child support enforcement” and restore
the notion that goverrunents don't raise children, people do.

IRS Collection of Unpaid Support

The current enforcement system performs poorly, and federalizing it would cre-

" ate a unified system in place of the current fragmented one which involves every

branch and level of government. But turning the existing child support system over to
the IRS would be a massive, costly, and unpopular underfaking. Even the staunchest
advocates of full federalization believe it is years away. They recommend that we fix
the problems with the current system before considering full federal control.
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As an interim step, we recommend keeping most enforcement activities at the
state level, but asking child support agencies to report unpaid child support obligations
to the IRS at the end of the year, to be collected through the tax system. We should
probably limit IRS intervention to interstate cases, where the states are least successful.

Tom Downey and most child support advocates would support expanding the
IRS role, but some think that going halfway would further fragment an already
unworkable bureaucracy. (David Ellwood, for instance, prefe:rs experiments in child
support assurance, as described below,) The argument for moving toward IRS collec-
tion is that it has enormous kmg -term potential, and any additional enforcement would

" be better than nothing.

Other Child Support Reforms

In October, Congress passed one of your campaign proposals into law, making it
a felony to cross state lines to avoid paying child support. But much more needs to be
done. We recommend the following changes, which should attract bipartisan support:

* Requiring states to report deadbeat parents to major credit agencies.

. A national registry which would allow states to find non-custodial par-
ents who have moved to other jurisdictions.

. National guidelines so that child support awards do not differ markedly
from state to state.

. A streamlined paternity process involving paternity determination in hos-
pitals, use of a simple affidavit, and use of the administrative process for
contested cases.

*  Tougher enforcement of medical support, including elimination of the
- existing statute that allows self-insured comparies to avoid providing
health coverage for the non-custodial children of their employees.

. A requirement that all states have central registries of all child support
orders and a central mechanism for collecting and disbursing payments;
also, employers should be required to report all new hires to the child
support agercy; and

. Eliminating the current confusing incentives systemn, with money used for
this purpose folded into the regular f child support match
50 that the federal government picks up 85 percent of admirdstrative
costs; at the same time, requiring states to spend their federal child sup
port enforcement funds on child support anfarcemeut, instead of using
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them to subsidize other programs.
Child Support Assurance Demonstration Projects

Many experts, including Ellwood, believe that time-limited welfare will work
only if it is linked to some form of child support assurance, which would guarantee that
single-parent families receive a certain amount of money per child, in return for identi-
fying the missing parent and helping track him down.

The advantages of child support assurance are clear: It would help the thou-
sands of children who go hungry when their fathers don’t pay, and it would give wel-
fare mothers a greater incentive to cooperate in seeking child support orders.

But the drawbacks are also clear; A national system of child support assurance
would be expensive ($2-3 billion a year), and we don’t know whether it will work.
Many argue that fathers will be even less likely to meet their child support obligations
if they know that government will provide for their children whether they pay or not,
and that child support assurance could encourage parents to have children or families
to break up in order to receive money In any case, government shouldn’t promise to
make child support payments until it proves it can collect them.

We recommend a series of demonstrations to see whether child support assur-
ance works before committing to a national program, At the same time, we can mea-
sure how much our other initiatives do to improve child support enforcement.

ENDING WELFARE As WE KNnow IT

The heart of your promise to those on welfare is a radical transformation of
AFIXC from a program that provides income maintenance to one that provides transi-
tional support .and work. This proposal has three components: (1) everyone who needs
help can get up to two years of transitional assistance (job search, education, training,
child care) aimed at getting them off welfare; (2) cash benefits will be limited to two
years; (3) after two years, all those who can work will have to work.

Below, we outline three possible ways to fulfill the vision laid out in the cam-
paign. You should judge them on at least four criteria:

1. Feasibility ~ Can the states make the program work in the time frame demand-
ed, under the constraints imposed and within the available funding? This is no small
challenge; as many as 1.5 million AFDC recipients could be required to work under this
program, and even CETA at its peak never topped 800,000 participants. CWEF, the
work component of JOBS, currently has ondy 13,000 participants nationwide.



2. Results -~ Does the reality match the rhetoric? Have we ended welfare as we
know it? The reforms have to have wide impact to satisfy public expectations of a real
change and to prevent criticism of the program as ineffective. Many will judge success
by the toughest standard: the number of people who have moved from welfare to work.

3. Cost— Can we afford it? Can the states afford it? And what will we really get
for our money? : :

- 4. Flexibility - It is up to the states to prove that time-limited welfare can work.

Surprisingly little research has been done on the overall effects of work requirements on
AFDXC recipients. Any national program must encourage all manner of experimenta-
tion at the state level.

Or1iOoNS FOR TIME-LIMITED WELFARE

Option 1: Universal Workfare

The most literal implementation of your promise would be to seek an immediate
two-year limit on all AFDC benefits and to move as rapidly as possible to implement a
nationwide work program for those who pass the limit. States would be required to
provide two years of education and training to all who need it, and comply with a rela-
tively rapid timetable for phasing in a work program that would apply to all AFDC
recipients after two years, subject most likely to current JOBS exemptions.

Advantages: The best argument for this approach is that it would be a shock to
the system, and send a clear, immediate signal that you're serious about ending wel-

* fare. Some reformers, including Mickey Kaus, believe that a two-year limit is itself too

lenient, and that phasing it in over a long period of time will dilute any impact. This
option would affect the largest number of people most quickly, and would give you the
best chance to point to large numbers of people moving from welfare to work. The cost
per person would also be lower, because most states would turn to workfare rather
than public jobs programs.

Disadvantages: This approach would require a massive, rapid phase-in of a pro-
gram with which the states have little successful experience. The faster the implemen-
tation and the larger the number of participants, the higher the cost and the greater the
odds that the program will be plagued by poor implementation, the appearance of
make-work, and 50 on.

This approach would also have a chilling effect on state experimentation with
creative welfare reform. The more the program demands of states, the less they will be
able to take on other challenges. Finally, because of the large scale programs, it would
be very expensive - at least $4 billion a year by 1995 on jobs programs alone - and the
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federal government would have to pick up most of the cost.

Perhaps the most compelling argument against universal workfare is that it
moves us no closer to your real goal, which is to move people from welfare to real
work, not just make them work for their welfare.

Option 2;: Demonstration Projects

David Ellwood initially proposed a modest transition to time-limited welfare,
starting with ambitious experiments in a handful of states and gradually adding more
states over time as we learn what works. He fears that moving too quickly to a two-
year time limit nationwide will discourage innovation, overwhelm the capacity of the
system, and ultimately lead to workfare, which he opposes. He has outlined a more
cautious strategy:

1. Choose a dozen states that are eager to reform their welfare systems, and require
them to design policies that will reduce the fraction of recipients who receive welfare
for more than 2 years by 25% without cutting benefits. Give the states considerable lati-
tude to experiment and redirect existing funds, so long as their plan clearly encourages

- work and independence.

2. Require participating states to design a system that can track recipients’ partici-
pation in employment and training. A comprehensive evaluatlon plan will have to
accompany the state proposal.

3. Require participating states to adopt some form of _time~h'mited cash assistance
for those who can work. Some states could adopt CWEF, while others could try time-
limited welfare followed by a public/private jobs program.

4. Require all 50 states to dramatically improve their child support enforcement
system. Some would be encouraged to adopt child support assurance; all would have
to move rapidly to adopt a series of major reforms.

5. Entice states to participate by offering a high federal match — 90% or more.
Eventually, all states would be required to participate. In the meantime, we could enact
other changes that will help reduce the welfare rolls and make work pay: an expanded
EITC, tougher child support enforcement, and national health care.

Advantages: This approach has some appeal. It will encourage state experimen-
tation, produce useful results, and perhaps build both a political and academic consen-
sus for further action. It avoids the risk of creating a CETA-style workfare program that
could turn welfare reform into a national embarrassment - and it could be achieved for
a lot less money ($500 million to $1 billion) and very little political capital. Ellwood
believes that the best time-limited welfare system is one where no one reaches the limit,
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" and it would be a mistake fo focus all pur attention on making people work instead of

moving them off welfare.

Disadvantages: There are obvious drawbacks to any effort to slow-dance the
problem. First, asking a few states to conduct experiments in welfare reform without

enacting a two-year time limit will not end welfare as we know it. Many observers will

consider this issue the key test of whether you are willing to take on the status quo, and
pilot projects will be viewed as at best 2 broken promise and at worst a concession to
narrow interests, More important, without a two-year time limit and a work require-
ment, the Clinton Administration will put off progress in the majority of states and
won't move many people from welfare to work,

Option 3: Phased-In Time Limits

This is the “modified demonstration” option. Some aspects of the program
would be universal: all AFDC recipients would be guaranteed up to two years of edu-
cation and training, and all new AFDXC cases would have to go to work after two years.
But sweeping welfare reform experiments would be funded in a handful of states most

© interested in reform while phasing in national implementation of time limits for all

recipients over the next decade.
Here are the key elements:

1. All AFDC recipients would be guaranteed education and training services dur-
ing the first two years of welfare receipt.

2. As of the effective date of the legislation, all individuals coming onto the AFDC
rolls would be subject to a two-year time limit, after which they would have to work (in
other words, the time limit would apply to all new cases).

3 A handful of states would be funded to run five-year demonstration projects to
test and evaluate ways of implementing the work requirement and creative welfare
alternatives that are broader in nature. As in Ellwood's plan, states would be allowed
to redirect existing funds for AFDC, food stamps, and other aid so long as the plan
encourages independence without reducing the incomes of most recipients. Rigorous
evaluations would be required, and the results of these would be made available to all

. other states for use in designing their programs.

4. Five years after the legislation becomes effective, all other states will submit
plans to the Secretary of HHS for phasing in the work requirement for those long-term
recipients already on the rolls on the bill’s effective date. This phase-in must, in all
cases, be completed by year 10.

Advantages: This option gives states more time to gear up for the work require-
8
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ment. Rather than forcing states to find work for 1.5 million people in a short time
frame, applying the requirement only to new applicants would affect a much smaller
group, according to unofficial CBO estimates:

Year 3 179,214

Yeard 422 979
Year B 609,543

This option establishes the principles of time limits and work requirements. It
fulfills your campaign commitment, since in time all AFDC recipients will be subject to
the work requirement.

Disadvantages: This approach will cost more than Ellwood’s option — $4 billion
a year by 1997, As with Option 1, states will still be hard pressed to find meaningful
work for large numbers of AFDC recipients.

Summary

We favor Option 3 as the best way fo encourage experimentation while requiring
broad participation. We believe this proposal can attract a wide range of support from
academics like Ellwood, policymakers like Senator Moynihan, and reform-minded gov-
emors across the country. The details of such a compromise option may be tough to
figure out, but we would like to explore these options and others in more depth with
the NGA and state welfare directors.

OTHER ISSUES

Whichever option is chosen as the overall framework for welfare reform, a num-
ber of thorny design issues will confront us in draftmg a bill and affect how labor, the
states, and liberal advocacy groups ult:mately view the program. Some of these issues
are mentioned below.

Should education and training during the first two years be mandatory?

Some will argue that the goal of welfare reform should be to increase human
capital investment. They advocate making JOBS participation mandatory during the
first two years. This would be expensive and increase the burden on states.
Furthermore, as many as 30 percent of new AFDC recipients leave the rolls within the
first six months, so a mandatory program would spend resources on individuals who
are in the process of leaving welfare anyway. We recommend leaving it up to the states
to decide whether participation should be mandatory for particular groups, although
we should consider mandatory participation for teen mothers. We also urge job search
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programs, on the grounds that job placement is better than training.
What form should the work program take?

There are numerous models for work programs, and no definitive research as to
which is best. We recommend maximum state flexibility in designing the work pro-
gram. Options would include:

Community Work Experience (CWEP}, or workfare, which involves working in a
community job for a number of hours determined by dividing the welfare grant by the
minimum wage. CWEP is relatively cheap and easy to target, but is unpopular with
public employees and advocacy groups.

Public Service Employment (FSE}, in which those who work are paid an hourly
wage, and those who do not work get nothing. Some allowance would undoubtedly
have to be built in to continue providing for the children, but AFDC itself would end.

. PSE feels more like a real job, and is more popular with labor. It’s also more expensive,

as iabor will likely push for at least 135% of the minimum wage.

Subsidized private sector employment would clearly be the preferred model.
For years, AFDC law has permitted diversion of welfare grants to employers who hire
recipients. While states have never taken to this approach (employers complain about
the administrative burden), groups like America Works have been very successful in
moving people off welfare into private sector jobs.

We recommend letting states decide for themselves which kind of work program
to use for those who remain on the rolls after two years — Community Work
Experience (CWEP); Public Service Employment; subsidized private sector employ-
ment; or a combination. That will assure a range of evidence for researchers o study.

Where will we find 1.5 million new jobs?
As with the national service program, community service jobs for AFDC gradu-

ates should not displace existing public employees. A Ford Foundation study in 1986
identified some 3.5 million potential labor-intensive jobs that could meet unmet public

~ needs. But it still won't be easy to find jobs for welfare recipients. We will work with

AFSCME and service organizations to identify the types of work that should qualify,
and develop guidelines for dealing with the difficult issues of dlsplacement that will
come up consistently throughout the country.

To reduce bureaucracy, the same local councils described in the national service
chapter could be asked to find community service work for welfare recipients. One
day, it may be possible for those who are earning their national service vouchers and
those who have moved off welfare into public sector jobs to work side by side.
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How much work will be required?

Currently, in low-benefit states, the CWEP work obligation is so short as fo make
the program of little value (in some states it's under 10 hours a week). As a result,
abeut half the states have eliminated the program altogether. We recommend adding
the value of food stamps to the AFDC grant in computing hours of work, or setting a
floor on the number of hours recipients have to work. While this will be highly contro-
versial, it will also result in a more meaningful work obligation in all states (for mothers
with children under six, the work obligation would still be 20 hours/week, as under
current law),

What is the sanction for not working?

The sanction for not working after two years needs to be more meaningful than
under the present CWEP structure. In Ohio, for instance, the average recipient assigned

_ to CWEP is supposed to work 80 hours per month. If she doesn't, she loses $60. Since a

third of this is made up by an increase in food stamp benefits, the net loss is around
$40. In effect, for every hour she misses, she loses 50 cents. We recommend that the
states be required to design more meaningful sanctions, perhaps in the range of 30-50
percent of AFDC benefits. This should probably be designed as an automatic reduction
in benefits rather than a sanction to make the program less unwieldy to administer.

Who should be exempt from work requirements?

The Family Support Act currently exempts mothers with children under 3, preg-
nant women in the last two trimesters of pregnancy, and several other smaller cate-
gories from JOBS participation. We recommend exempting these same groups from the
new work requirement with two exceptions: mothers who have an additional child
while on welfare would only be exempt until the child is one, and teen parents should
be exempted as long as they remain in school and are under 18 (it makes little sense to
force a 17-year-old welfare mother to drop out of high school because she has been on
AFDC for two years so that she can go to work). Finally, the two year grace period
ought to be a one-time matter — recipients would not get another two years every time

~ they return to the AFDC rolis.

How should federal funding be structured?

Welfare reform of the magnitude being discussed will cost around $4 billion
when fully phased in — plus another $4 billion to expand the EITC. We can hardly
expect states to provide much of that welfare money when they have only been able to
spend two-thirds of the funds available to them in the existing JOBS program. One
option, of course, is to provide 100% federal money, but this reduces the states’ incen-
tive to manage the money carefully {or so it is said). A workable funding structure
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should be the subject of a working group with represenzanves of the states (?QGA &
APWA) prior to submission of legislation. _

Should states be allowed to impose their own time limits on
community service? '

Some Republicans may propose taking your idea one step further, by calling for
a time limit on public works programs as well. They will argue that our community
service proposal will prove to be a disincentive to working in the private sector, and
that instead of moving people off the welfare rolls, we will simply be paying them to
stay there. We can rebut this argument by making sure that mandatory job searches
are a component of any works program.

Other Empowerment Initiatives

We should raise the AFDC asset limit from 51,000 to $10,000 for assets retained
for improving the education, training, or employability of family members, or for the
purchase of a home or change of residence. In particular, the value of an automobile
that AFDC recipients are permitted to own needs to be raised from its present $1000.

You may also want to consider some kind of experiment in Individual
Development Accounts to help the poor save — either Tony Hall’s demonstration bill
{$100 million in federal matching funds for “the poor man's IRA”), or a more conserva-
tive pilot project that allows welfare recipients who lose benefits when they go to work
to keep some portion of those benefits in an escrow account that could be used for an
education or first home,

Finally, we can begin to reduce the marriage penalty, by allowing mothers to
keep a portion of their welfare benefits when they get married (but only for the two-
year time limit).

A Note on Budget Estimates

We assume that these policies will result in roughly an 8 percent reduction in
AFDC payments by the fourth year. This is in the range of reductions that have been
experienced in other welfare reform demonstrations, particularly those administered by
MDRC. Some will argue that there is no evidence that work requirements, as such,
reduce welfare caseloads. On the other hand, the Clinton program includes a range of
policies that goes well beyond simply mandating work. Indeed, this is a more ambi-
tious set of policy changes than has been attempted previously.
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BUDGETARY EFFECTS

. (In Billions)
(.
WELFARE REFORM

PROGRAM Fyos | Fyos | Fyos | Fvos | Fyor | Fyos | 94.98
Expanded EITC 700 | 1000 | 2000 | 4000 | 4200 | 4400 156
Expanded JOBS 0 600 | 150 | 2600 | 380 | 4.000 125
Child Support 0 200 300 400 500 600 20
Caseload Reduction 0 0 400 | -800 | 2000 | -2200 | -5.400
WELFARE SUBTOTAL 700 | 1800 | 3400 | 6200 | 6:500 6.8 24.700




- ; . el Anerica and in
mthax zampaign materials, Presidantwalaﬁt Qliﬁton and Vice
President-elect Al Gore describe a welfare reform proposal that
involves time-limiting the receipt of Aid to Pamilies with
Dependent Children (AFDC). According to these materialis, AFDC
receipt would be limited to 2 yesrs for all those who are able to
work, During the 2 years during which recelipt ia allowed,
Clinton and Gore intend to "[elppo,m people with the saducation,
training, and child care they naeﬁ « » » BO they can break the
cycle of dependency (18%2, p.18%}.

At the end of the 2 years, the Clinton and Gore proposal reguires
those who are able to work to go to work either in the private
sector or in the public secter. Por those who cannot find
private sector jebs, Clinton and Gore recommend providing
"dignified and meaningful community service Jobis)® (1992,
p.168).

The Clinton and Gore plan also includes other antipoverty
proposals: 1} universal health cars; 2) passage of the Famjily
and Medical lLeave Act: 3} an expanded Earned Income Tax Credit
{EITC); 4) an increased minimum wage; 5) creation of a national
apprenticeship-style program; 6) reguiring employers to spend 1.5
percent of their payroll on continuing education and training;
7} provision of loans to low-income entrepreneurs and homecwners
- in the inner cjitjies through a nationwide network of community
development banks; B) creation of urban enterprise zones;

9) passage of "a more progressive Community Reinvestment Act®
{1892, p.167); and 10} various propoesals to strengthen chiid
support enforcement,

Additionally, Clinton and Gore saggest§ 1} anabling Tlow-incone
Anericans to set up Ind ¢ s ints to save for
specific purpeoses such as post sacandary aduaatian, home
ownership, retirement, and small business mtartups" {1992,
p.166); and 2) elimination of regulations that discourage

Americans who receive AFDC from Saving nmoney. “MYWNM&iﬁ;;%ﬁiiz?
e

Will Marshall and Elaines Ciulla Kamarﬁk'a chapter "Replacing
Welfare with Work," in Mandate £o ge {sdited by Marshall and
Martin Schram), suggests placing a t;ggmiégigﬂgﬁmzmgggxawan AFDC
receipt for able~bodied recipients. or oge who cannot make
the transition to private-sector work after their AFDC benefits

run out, they recommend offering the opportunity to work in a
compunity service corps at minimum wage.




Unlike a number of the other proponents of time-limited welfare,
Marshall and Kamarck do not propose expansions of education and
training services for welfare recipients to participate in prior
to the end of the time limit. They maintain that programs that
offer such services rarely result in permanent jobs for the
participants and that education and training rarely raise the
earnings of participants enough to lift them out of poverty.
Marshall and Kamarck's alternative "is to let private entities -
- nonprofit and for-profit -- bid for the chance to place welfare
recipients in private jobs and keep part of the money a state
saves when someone leaves" welfare (1992, p.230). Essentially,
they want to shift Federal resources from education and training
programs to private efforts to employ people (though these
private firms may provide such services to increase the
employability of those they are trying to place).

Marshall and Ciulla also recommend other anti-poverty strategies
o make work pay: 1) a "guaranteed working wage," which they
define as basically an expanded EITC, and which would serve to
ensure that all families with full-time, year-round workers would
avoid poverty; 2) a refundable child care tax credit; and 3)
universal access to medical care. Additionally, they propose
adoption of a/pational child support system; which would require

ncustodial parents to pay a portion of their incomes for child
support through tax withholding, and where the government would
guarantee a minimum child support payment, if the absent parent
cannot pay child support.

the elimination of disincentives for welfare recipients to marry

and increasing the $1,000 AFDC asset limit to encourage saving.

In addition, they would provide incentives for microenterprise L//’/’
experiments that promote self-employment. Marshall and Ciulia

also recommend providing poor people with vouchers to allow them

to choose the services and providers that are best guited to

their needs. According to their plan, this would entail

converting into vouchers programs under title XX of the Social
Security Act, AFDC and transitional child care, and the Child

Care and Development Block Grant.

Other antipoverty strategies targeted to AFDC recipients includj/////

Marshall and Ciulla call for an "enabling strategy" to reform
welfare. They write, "Social responsibility is a two-way street:
Government can help only those determined to help themselves. An
enabling state should condition social supports on recipients'
willingness to work and strive toward self-sufficiency® (1992,
p.233). They also view part of the role of government in this
reciprocal relationship as expanding copportunities for the poor,
so that the poor may enter mainstream American life. Marshall
and Ciulla believe the time-limited welfare system is a way to
"make work imperative while the guaranteed working wage will make
it rewarding" (1992, p.234).



p § _ the Am n Family, David Eliwocd
auggests four fun&amental &taps to addze&s tha paverty of single~
parent and two-parent families. They are as follows: 1) ensure
universal medical coverage; 2) make work pay; 3} replace the AFDC
and Food Stamp programs with transitional assistance of limited
duration; and 4) provide jobs for those whose transitional
assistance has ended. According to Ellwcod, if these steps are
combined with a child support assurance program, "we can address
mest of the key problems of single mothers® (1988, p.1735).

Ellwood argues that making work pay, instituting child support
assurance, and ensuring universal pedieal coverage are
prereguisites for fully overhauling the welfare system. His
suggestions for making work pay are railsing the minimum wage,
expanding the EITC, and instituting a refundable child care
eredit., These policies, he arguss, would make it possible for
people to support themselves and their families.

For twowparent families Elliwood suggests that the transitional
support period might be 12, 24, or 385 months. Once someone had

used up the full amount of thelr transitional &id, they could not
receive any more transitional aid until they had worked a minimum
nunker of weeks (such as 50 to 100 weeks) and then this

additional aid would be limited. While receiving transitional

aid, these racipients would be offered both training and support
garvices to help ther become self-sufficient again. Mininum-

wage jobs would be available for those who had exhausted their
benefits but still d4id not have work. {Eliwood believes that 2
thig <Sobs program would be small because only & very small Cost
percentage of two-parent families are poor for a long period. o bt

Ellwood proposes a transitional support peried of 18 months to 3
years for single parents, varying with the age of the recipient’'s
youngest child, There would be a wide variety of suppeort and
training services available during the transition period, and
“the program would be designed to help people achieve
independance.” At the end of the transitional period, cash
benefits would end (although some of the c¢hild care and other
services might e continued) and the famjily would have to work
“some considerable amount of time® before they could regualify
for welfars payments, According to Ellweod!s plan, if one had
another baby or claimed that no jobs were available, one could
*not requalify for much more transitional assistance” (1988,
P.179).

The government must also provide full-time or part-time jobs for
these who are unable to find private~sector work., Ellwood also
argues that there will be people who are in need of very
intensive services but who do not gqualify for disability
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programs. He says such cases should be evaluated on 2 case~by~
case bagsis and not be allowed to shépe the whole welfare system.

The rationale for time-limited welfare, according to Ellwood, is
that unless the welfare systen is changed, there is "little aidg,

inc ive, or pressure for mingle parents to work.® He also
lieves that time-limiting welfare will help avoid what he
refers to as the [[Coniundtumsty 1) the security-work conundrum,

which is the conflict between the desire to help those in need,
and the likelihood that they will reduce thelr work effort if you
provide them with benefits; 2) the assistance-family structure
conundrum, which is concerned with the need to ensure the
security of single-parent families, yvet providing single~parent
families with benefits may provide an incentive for the formation
and perpetuation of such families; and 3} the targeting-isolatioen
conundrum, which is concerned with effectively targeting services
to those nmost in need, without isclating them from the economic
and peolitical mainstream {1988, p.23}. Acvcording to Ellwood,
transitional assistance would be a second chance for pecple, not
an opportunity to manipulate the systan,

The purpose of the bill intreoduced by Congressman Weber on June
25, 1%¥2, is to amend the Social Security Act “to provide welfare
families with the education, training, and work experience needed
to prepare them to leave welfare within 4 years.®™ Rey features
of the reforms suggested in this bill include the following: 1)
reguiring States to provide recipients with the education,
training, and work experience they need toc leave welfaTe;] 2)
Teguiving THAL each recipient of AFDC participate in the program
{with certain exemptions permitted); 3I) invelving each
participant in program activities for at least ten hours per
week; 47 imposing a series of penalties for those who decline to
participate in the program; 5} establishing a time limit, wherein
H"a family that has been a recipient of aid under the plan shall
not be eligible for such aid if a member of the family . . . has
been eligible to participate in the program for periods
agyregating 4 years"; and 6) mitigating a marriage penalty for
welfare recipients. The bill alse sugyests allowing States to
use the sum of money that would otherwise be used to provide AFDC
recipients with Food Stamp benefits for subsidizing jobs under
the Work Supplementation program.

additionally, the bill would require parents who receive AFDC ¢o
deponstrate that minor children had received necessary
immunizations and appropriate well-child visits and that the
children are enrolled in and attend school regularly. If the

parents do not mpest the reguirements, their AFDC benefits may be
reduced,



in The End of Feauality, Mickey Raus proposes réplacing the AFDC
program "and all other cash~like welfare programs that assist the

able~bodied poor® with an offer of a public sector job for every/
American citizen over age 18 who would like to have such a job.

The public sector job would be “useful” and would pay slightly

below the minimum wage. Additionally, the government would

provide 3ubsld1&$ fmr law~waga qebs in both the public and

private SNOLE hat every American who works full-

time has enaagh menay to raiﬁa a norpal-sized family with

dzgnxty, out of poverty® {(1%9%2, p.12%). To supplement the

earnings of workers whosge wark gtill leaves them below the kx/////
poverty line, he would ingrease the EITC. According to Kaus, the
public-sector 1ibs that are axeat&& would be available to

everybody, without attention to their sex, marital status, income

level, etc.

Under Kaus's plan, those who do hot take advantage of these
public sector +dobs, including single mothers, would not receive
any welfare payments. 1In order to enable the single mothers to
work, any needed child care would be provided to them for their
children, and this should be funded by the government when
necessary, aceording to Kaus. If a single mother refuses to work
and her children are found "living in sgualor and filth . , .
[then) [s]lhe is subject t¢ the laws that already provide for
removal of a c¢hild from an unfit home." Kaus suggests socliety
build orphanages for these children {1952, pp.1l26-7}.

Those who are unsuccessful at or unwilling to work would end up
relying on public in-~kind gervices (such as soup kitchens} and on
charitable organizations. [The government would subsidize

g///éginsa?llng, therapy, and job training for people, but it would
not give them cash,i

K3Us supports tougher enforcement of child support payments, but
opposes ¢child support assurance, where the government would
guarantee & minimum child support payment. Kaus does not believe
that government workers should be laid off, but he does believe
that the government should be able to replace workers who leave
through attrition with guaranteed jobholders whe are not subject
to prevalling wage requirepents. Xaus estimates that the cost of
his proposal would be between $43 and $59 billion more than is
being spent now (not counting the value of the work done by those
in guaranteed jobs).

Kaps's rationale for this progran is to transform the "welfare
state into the Work Ethic State, in which status, dignity, and
governnent benefits flow only to those who work, but in which the
government steps in to make sure work is availabla to all® {1892,
P.127}. He is interested in transforming what he refers to &g



sthe culture of povertyY by replacing welfare with work {(19%2,
p.128). According to Kaus, replacing cash welfare with work
"would . . . end the disgrace visited on the underclass by
welfare itself." wWelfare, says Kaus, is not stigmstizing because
of the impersonal bureaucracy which provides it, but becauge it
"goes to able~bodied people who haven't necessarily worked and
-who aren't necessarily working® (1992, p.137).

In "Moving Ahead: How America Can Reduce Poverty through Work,®
Representatives £, Clay Shaw, Nancy L. Johnson, and Fred Grandy
suggest a number of demonstration projectz to test different
strategies to reform the welfare system.

First, they racwmmend(da;;;;;;;gggggztesting time~limited AFDC
(not including guaranté j or those who do not find other

work after the time~limited assistance is over}. Although the
number of years of AFDC receipt that would ke allowed was not
specified, the proposal identified exemptions for disabled
individuals {as under current AFDC policy), women in the second
or third trimester of a pregnancy or in the first few months
after childbirth {a one~time exemption}, women who have children
under age one, and people providing full-time care to & disabled
dependent. They recommend that States allow parents "several
years" te prepare for work, where all non-exempt AFDC recipients
would bhe required to spend 25 percent of their time (10 hours per
week} preparing for work by participating in the JOBS program.

Their rationale for time~limited AFDC benefits is rooted in their
concern about younyg mothers who become dependent upon welfare,
the "entire culture {which] has grown up arcund life on A¥DC,
Food Stamps, Medicaid, and housing," and the length of time
people remain on welfare (19%2, pp.32-3}. They conclude that the
length of time people remain on welfare is a serious problenm and
that some families, therefore, will require "strong incentives®
to move off of welfare. Further, they believe that those people
who remain on welfare for many years may be intimidated by the
prospect of working and may lack the needed skills to hold down a
job. Thay belisve that people need both assistance and pressure
to move off of welfare.

As a second suggested demonstration, Shaw et al. recommend long-
term demonstration projects testing the use of government jobs to

replace welfare. According to their crifteria oY denmcnstration
projects, States would be able to reguire recipients to work for
the number of hourg egual to their grant (either AFDC or AFDC
plus Food Stamps) divided by the minimum wage. Welfare
recipients would continue to receive their regular check. They
would also reguire that at least one damonstration combine time-
limited welfare with mandatory work. (This is in contrast to the



first set of demonstrations propecsed above in which only time-
limited welfare was being tested.)

Additionally, Shaw et al. recommend several reforms of current v//
law as part of their welfare reform proposal including: 1) b/,/
increased JOBS funding and match; 2) broadened waiver authority;

'3) modification of the EITC by converting the tax credit for

health insurance into a cash provision; 4) increased AFDC asset
limit; and 5) requirements for parents receiving welfare to

obtain immunizations and periodic health check-ups for their

children and to ensure school attendance by their children.

Finally, the Shaw et al. proposal suggests additionai
demonstrations in the following areas:

Demonstrations testing Bhils IRRE assurance, with the
following characteristics: the evel should fall
between $1,500 and $3,000, with a maximum of $500 more for
all additional children; the assured benefit should not
count as income when calculating the EITC; States must pay
between 25% and 50% of the assured benefit; and the assured
benefit must reduce the amount of AFDC a recipient receives
dollar-for-decllar.

Demonstrations to test various financial incentives to leave
welfare: these demonstrations should compare the effects of
disregards ranging from $30 and 33% to $200 and 50%; also,

ey would like to see a demonstration testing various
disregards in a state that is testing the child support
assured benefit.

Demonstrations testing investment strategies, such as
enterprise zones and microenterprises.

Demonstrations testing comprehensive JOBS program
implementation strategies, including work incentives for
staff, staff training, marketing to recipients, and
assistance to recipients once they have started working.

Demonstrations testing the reduction of AFDC marriage
disincentives by allowing women receiving AFDC to keep part
of their welfare benefit after marrying.

Demonstrations designed to inform women receiving AFDC of
the availability of free family planning services and

demonstrations designed to reduce or eliminate additional
AFDC benefits for recipients who have additional children.

Demonstrations to assist fathers who must pay child support
to prepare for and find work.



2L LeNnsLAact RELBINDALNG Lhie Natupre Al Purpase

; ce, the Task Force on Poverty and Welfare put
forth a time-limited welfare proposal in order to «learly focus
the AFDC program's orientation on work. The Task Force proposes
to restructure the AFDC progran inte two new programs: 1) a
*time-limited transitional progran of temporary income support
and service delivery in preparation for work" (1986, p.74); and
2} a guaranteed work progranm for those who are unable to obtain
unsubsidized employment.

According to the Task Force, the main purpose of the transitional
program would be to help people who can work enter or re-enter
the unsubsidized labor market. The welfare recipient would be
obligated to participate in educaticon, training, and placement
activities in return for the income support received by his or
her family. All recipients, including single parents, would be
reguired to partizipate, although new mothers would be exenmpt
from participation for "an appropriate period of time” after
childbirth and the parents of disabled children might alsc be
excepted. The main features of the transitional program
recommended by the Task Force include: 1) counselling, testing,
and assessnent; 2) intensive education, training, placement, and
supported work; 3} support services, especlially child care; and
4} income maintenance to support participants while engaged in
the program. The proposal says roughly 3 years is the
appropriate amount of time for the time limit, but
experimentation is suggested to address the issue,

For those unable to find unsubsidized work after their time-
limited welfare benefits have run out, the Task Force suggests a
guaranteed work program, which would provide and require werk in
exchange for benefits. They suggest, though, that the guaranteed
jobs be limited to the percentage of people in the current
caselpad Wwho are on welfare for more than three years. Some of
the features of the guaranteed work program are: 1} the
recipient is only paid for the hours he or she works; 2) the
recipient receives a paycheck, not a welfare check; 3) recipients
receive assignments to public sector or non«profit jobs; 4) the
benefit level is kept at the same level as during the
transitional program by regulating the nunber of hours the
participant works at the guaranteed job; and S) "[tlhe jobs are
proguctive Johs in the sense that they are useful from society's
point of viewY (1986, p.81).

In addition to their time~limited welfare proposal, the Task
Force recommends the elimination of the gap in health care
coverage between that provided by Medicaid and that provided by
employer~hased coverage and an increase in access to affordable
¢hild care. Additionally, the Task Force suggests: 1) axpanding



the Earned Income Tax Credit and varying it by family size; 2)
indexing the minimum wage 50 that it keeps pace with productivity
and wage increases; and 3} strengthening child support
enforcement and creating a minimum aggured c¢hild support benefit.

The Task Force has put work at the foundation of their welfare
reforu proposals. They write, "AFDC and our other public
assistance programs should be restructured Lo incorporate new
expectations about obligations of recipients €0 work or prepare
for work on the one hand, and obligations of government teo
provide services, training and jobs on the other hand™ (198§,
p.63).

abe i1 o)

In "An Antipoverty Strategy for the 193%0s," Isabel Sawhill of the
Urban Institute proposes an antipoverty strategy with the
following elements: 1) reduction of dependency; 2} provision of
a temporary safety net; 3} provision of a permanent safety net
for low=income elderly persons and the disabled; and 4)
simplification of the current system, reorientation of its
obijectives, and payment for new initiatives. One of the
approaches under the fourth element is to eliminate or phase out
AFDC, Food Stamps, and most of the other existing transfer
rogramns.

Sawhill recommends scrapping all of the current welfare programs

re efficient system® {18%0, p.7}. The new system would entail:
1} & bigger EITC: 2} a temporary income maintenance program for
these whe are unemployed, sick, recently divorced or widowed or
otherwise requiring short~term assistance; and 3} a permanent
program with reasconably generous benefits for those certified as
disabled. For those adults who fail to become self-~sufficient,
Sawhill suggests "a residual program of sheltered workshops,
public service jobs, or more permanent income assistance® (19390,

p.5].

V;?xcept Medicaid) and "using THE savings t6 de8igh a fairer and
°

Other approaches suggested by Sawhill te complement the temporary
nature of the income maintenance proposal include:
} subsidization of child care; 2) provision of health insurance;
) establishment of paternity when children are born and
Butomatic collection of child support through the tax system; and
4) investment in training and education programs.

Sawhill balieves that the system she recommends would emphasize
work and parental responsibility.
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{Common Good), the Ford Foundation Project on Social Welfare and
the Aperican Future recommends putting a linmit on the length of
time able-bhodied and healthy adults are entitied to welfare
benefits. Work readiness would be improved through education and
training.~Those who have exhausted their penefits would be

ination with this, the Ford Foundation Project recommands a
“naticnal minimum benefit be established,lin which the Food Stamps
plus AFDC grants are equal to at least two-thirds ©f the Federal

poverty levell]

{//gﬁéitied to a public sector job, if they could not find work. In

The rationale for these changes in tandem is to ensure a minimum
level of assistance for those in need, while making it clear that
receiving welfare should only be temporary for those who are
healthy and able to work. The Ford Foundation Project believes
that the "welfare system should be overhauled to emphasize work
instead of long-term dependency™ (198%, p.63). The Ford
Foundation Proiject proposes investing more resources in the front
end to increase people's employablility and ensure that they have
adequate resources while receiving welfare, but make it clear
that welfare igs only transiticonal. 7The choice after welfare had
ended for an individual would be between a public-sector job and
mraking it on their own.

Additional policy recommendations found in Ihe Common Good

include: 1) restoring the purchasing pover of the ninimum wage

//ta its 1981 level; 2) expanding the EITC by(yvarying its benefits

with the §i3§mgi the recipient's family; 3) universal health
coverage; and 4) coverhauling the Unepployment Insurance program
te put more emphasis on training workers in new skills and
helping then relocate, if necessary.

AL anN: A REW ATHE

wingle Mot anc inelr O * s : AW A .hx§"$f.;HM1;
Irwin Garfinkel and Sars McLanahan suggest reforms for increasing
the self~reliance and economic security of mother-only families.
They also feel their suggestions will reduce the prevalence of
mother~only families and reduce the dependence on goverrnment of
mother~-only families.

Garfinkel and MclLanahan first recommend & new child support
assurance systenm, which would involve a legislated benefit
standard, universal withholding of child support obligations, and
a socially assured benefit., They also propese child and adult
allowances for all children and adults, where the child allowance

7
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would be a monthly government payment to all ¢hildren under age
18, while the adult allowvance would result from converting the
perscnal adult tax exemption into a $300 or $400 adult allowance.

rfinkel and Mclanshan would limit the amount of time that the
sads of AFDC families could receive cash benefits without
working or progressing in an education or training program. The
time 1imit they think might be reasonsble is 2 to J months. They

would also create a work relief program to makKe jobs available to
those who need them. These jobs would pay minimum wage to make
private sector or civil service publie¢ jobs more attractive., A
final step would be to provide support services, particularly
education and training {participaticn in which the authors feel
should be an alternative to actual work in a work relief
program) . They suggest participation in work relief be for
mothers without pre-school age children.

Two additional recommendations by Garfinkel and Mclanahan are
extensions of their plans listed above. The first would be to
nake c¢hild and adult allowances high enough to completely
substitute for the Food Stamp program. The second is to axtend
eligibility for the work relief johs to both custodial and non-
custodial parents, as well as step-parents,

receives w Butler and Kondratas recopmend that education
and job training be available and mandatory for teenage mothers
{at least}. At the end of the four years, if the woman cannot
support herself, she should only receive ichkb placement services
and in~kind benefits. Otherwvise, they state, she should be
relegated to depending on State-funded programs or the private
assistance network. Their raticnale for the time limit on

welfare receipt, is two~fold: 1) it would make clear that AFDC

is & temporary program; and 2} "if government cannot do the job

of bhelping an individual achieve self-sufficiency in four yg;if},f

stuart gﬁi;axvand Anna Kondratas suggest a time limit on welfare
receipt a\g%y%;ggg; During the 4 years during which the person
e,

it probably can never do that job at all, and it is time for
society to try other approaches® (1887, p.158).

Butler and Kondratas alsoc suggest several other policy changes in
addition to the time~]limited AFDC proposal. These include: 1)
providing poor people with vouchers to obtain services; 2)

targeting Federal aid to poorer States; J) encouraging
entrepreneurship in poor communities by looser interpretation of

government regulations, fostering capital formation from within
the community itself, tax relief for small enterprises,
enterprise allowances, and enterprise zones; 4) making tenant

management the standard form of public housing mafifigemént (Whére
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desired by the residents}; 5) enabling public housing residents
to buy their units; 6) reforming the tax code to assist low~ 7
income families; 7) stronger child support enforcement; and B)
combining the AFDC and Food Stamp programs.

k]
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WHAT HAPPENS DURING THE FIRST TWO YEARS?

In Putting People First, President—elect Clinton said: "We will
empower people on welfare with the education, training, and child
care they need for up to two years B0 they can break the oycle of
dependency." This means that the JUBS program may have €6 be

changed in significant ways. First, States must improve thej
current JOBS program. Two recent studies of JOBS i and
Roodsworth, 19%2; and Hagen and Lurie, 1%9 ggest that many

States are doing little more than implementing the letter of the
law, rather than reforming welfare ss intended. Second, further
changes may be needed to ensure that adequate services and
funding levels are available to help prepare all AFDC recipients
for the time when they exhaust their time-limited benefits.

JOBS hC?Z?Z?ZXS

current Law: A JOBS program sust contain four mandatory
components: 1) education below the postsecondary level
fincluding high school education or egquivalent, basic and
remedial education, and education in English proficiency); 2)
skills training {including vocational training); 3} job readiness
activities; and 4} job development and placement. In addition,
it must offer two out of four optienal components: 1) group and
individual job search; 2} on~the-igb training {(OJT)}; 3} work
supplementation; and 4) community work experience {CWEP) or
ancther Wwork experience program approved by HHS. The program may
also include postsecondary education or other education and
training activities determined by the State and approved by HHS.
However, public service employment (PSE} was not authorized under
the Family Support Act (FSA). The JOBS regulations state
{Federal Register, October 13, 1989, p.42183): YIn no evant will
a State program of public service employment he approved under
JOBS. Public service employment is fully-subsidized employment
in a public agency."

Iasuss: Should allowable activities under JOBES be expanded to
inglude PBE?

JCBS BUPPORT SBSERVICES

Current Law: Access to transportation and other pupportive
services for education and training may depend on whether the
individual lives in an area with a JOBS program. /[In JOBS areas,
the State hag a duty to provide, pay for, or reinburse’
transporfation and other work-related expenges and supportive
services necessary for JOBS part;czpatzoqi] In non=~JOBE areas,
the State pay provide, pay for, or reimburse transportation and
other work-related sxpenses and supportive services necessary to
participate in approved education or training. In both areas,
the State may choose Lo provide, pay for, or reimbhurse one~tine
work-related expenses which it determines are neceasary for an




applicant or recipient to accept or retain employment. 1In
addition, a State may choose to: 1) provide case management and
supportive services for up to 90 days from the date an individual
loses eligibility for AFDC; or 2) permit an individual to
complete a JOBS component if funds for the activity are obligated
or expended before the individual loses eligibility for AFDC.

The State Supportive Services Plan must describe the types of
services that will be available, methods by which they will be
provided, monetary limits to be applied to each type of service
or activity, and the basis for determining need for each type.
The JOBS regulations do not list all the supportive services
available, but list the following examples: services for at-risk
youth; counseling; medical and dental services; stand-alone
courses in parenting or life skills training; day care for
incapacitated adults; and substance abuse remediation. Allowable
supportive services include work-related medical and dental
expenses that could have been covered through the State’s
Medicaid program,

To be covered as a JOBS supportive service, it must be:
specified in an approved Supportive Services Plan; necessary for
individual to participate in, or prepare for, a work, education
or training activity; and not otherwise available on a non-
reimbursable basis. The JOBS regulations direct States to
establish monetary limits to be applied for each type of
supportive service or activity.

Issues: While all JOBS component activities are aimed at
promoting self-sufficiency, JOBS participants may need other
services, such as substance abuse counseling, family counseling,
and other services to prepare for participation in JOBS. While
these services are available as support services, they are only
available to those who participate in a JOBS activity. Thus,
consideration could be given to making AFDC recipients eligible
for JOBS support services without actually being JOBS
participants. (Utah is testing this as part of its Single Parent
Employment Demonstration.)

Many support services are available at State option and some
criteria may be necessary for ensuring that all States offer the
services necessary to address the needs of AFDC recipients (if
benefits are time-limited), perhaps similar to the mandatory and
optional components for JOBS activities. Even then, the igsue of
access must be addressed.

In some cases, the actual cost of a supportive service for an
individual may exceed the State-set maximum. If this is the
case, does the individual have "good cause” for not participating
in JOBS or the work program (and continue to recejive full
benefits regardless of the time limit)? Should the maximum be
lifted?



STATEWIDENESS

rent Law: All State JOBS prograns were raguired 1o bs

tatewide by Qctober 1, 1992. The JOBS regulations define this
as: having the full program operate throughout the State;
receiving approval for operating the program on a less than
Statewide basis; or nmeeting a standard requiring a "complate®
progran in parts of the State and a "minimal" program in other
parts of the State., A "ninimal”™ program may involve little more
than high school and job search requirements. A "copplete®
program is one that is availabie in all Metropelitan Statistical
Areas of the State, and in a number of political subdivisions in
which 75 percent of the State’s adult recipients reside; it must
include all mandateory components and at least two optional
components. A "minismal progranm" is cone that is available in a
npumber of political subdivisions in which 95 percent of the
State’s adult recipients reside; it must include high schoo) or
gguivalent education, one optional component, and information and
referral to non~JORS employment services.

The fact that a program exists in the community just means that
certain components exist in the area. It does not mean that any
particular individual will get served, or get the activity she
might want or need. The regulations do not address how nmuch of
each component must exist, or the extent to which a component
must be available to respond to identified needs of recipients.

The State does not need te operate all components in the same
manner in each political subdivision, nor must it operate the
same optional components in each subdivision., If a State decides
that it is not feasible to deliver the program Statewide, the
State has two choices: submit appropriate justification to HHS
as part of the State JOBS Plan and get HHS approval; or meet the
"complete/ninimal® program test described in the JOBS
regulations,

Issues: If an AFDC time limit is enacted, should States be
required to offer the complete program in all areas where the
time limit is in effect? Proponents of this reform could argue
that without such a change an individual could bhe unfairly
subjent to a reduction in benefits after the time limit is
reached, without having had an opportunity to participate in an
appropriate activity {and the range of activities that may be
available to others in other parts of the State). Such a refornm
may alse mean that the State would have to fully fund all
component activities and support services, even though this isg
not currently & reguirement for having a "complete® progranm.
Opponents of this refors could argue that allowing exemptions for
those in ®remote® areas or where & “"complete® prograsm is not
available would undermine the message in the reform (and nay even
induce people to move to such areas).



1t States are required to extend more componant activities
throughout the State, should this requirement be aimed at
offering a "complete” program, which can include only twe
optional components, or should all optional components be offered
as well? (Should other components, such as postsacondary
education or other educATIGH, training, and exployment activities
approvahle by HHS also be required?’ %While this reguirement can
provide the necessary services to recipients, it can, in some
instancer, alsc place an undue administrative burden on JOBRS
agencien, especially those serving a relatively small JOBE
population. In particular, some components may not be readily
available in sope areas (e.g., postsecondary education), while
othars may be costly to create {e.g., & work experience component
for a small nunber of recipients), while others may not be
practical (e.qg., work supplementation in States with low AFDC
grants, since the amount that can be diverted is relatively
small). In addition, if APDC recipients are given greater
latitude in participating in JOBS support services, similar
issues may arise, e.g., it may be difficult to provide substance
abuse coungeling in sparsely populated areas, yet without such
counseling, some individuals may not be able to adeguately
prepare for employment.

VOLUNTEERS

Current Law: It is up to each State to decide whether to let
individuals volunteer for specific activities and levels of
commitment, or just volunteer to enter JOBS (which means the
State will perform an assessment, formulate an emplovability plan
with input from the individual, and assign the individual to a
component). In determining priority of participation ameng
target groups, States must give "first consideration® %o those
who volunteer,

A non-exempt person who velunteers and enters the program is
subject to sanctions for failure to participate without good
cause, even if the individual volunteered. If an exempt person
fails to participate without good cause after volunteering, her
only penalty is to lose priority for future participation, as
long as other individuals are seeking to participate.

The FSA provides that a State may not be required to serve an
individual if serving her would cause the State to suffer a
fiscal penalty for failing to spend 55 percent of JOBS resources
on target group wembers.

Issues: If a time limit on assistance is enacted, consideration
could ke given to ensuring that all recipients have greater
choice in selecting the activitiss they participate in. 7This pay
require modifying the JOBS regulations to allow individuals to
volunteer for specific components, rather than for JOBS in



general and then allowing the State to choose the component.

This latter policy may currently discourage individuals from
volunteering in some Statas {i.e., if the individual wants to
participate in an educational activity, but believes the State
may assign her o job search). In addition, the sanction for
non-exenpt individuals who volunteer could be repealed to further
encourage voluntary participation, since after a specified period
unconditional assistance will end.

Except for target group members, the FSA deoes not address the
issue of pricrity for voluntears in State JOBS programs. The FSA
provides that in determining priority of participation among
members of the Federal target groups, States must give "first
consideration® to those who voluntesr to participate. The JOBS
regulations say that "first consideration™ does not necessarily
mean a State nust serve them, only that it "must first look to
volunteers.® This not necessarily reguire that volunteers be
served before others, regardless of the individual circumstances.
Rather, a State must give priority t0 a volunteer over a non-
velunteer when all relevant factors are equal. The JOBS
regulations {Federal Register, October 13, 1389, p. |} say that
“idlecisions to serve volunteers should be made on the basis of
such factors as availability of gservices, resource constraints,
effect on the targeting and participation regquirements, and
program goals." However, if a time limit on assistance is
enacted, consideration could he given to regquiring States to
serve all volunteers, regardless of target group status, since
without access to JOBS, they may be unable to prepare adeguately
For employment safter the ¢ime limit has expired. (This would
reguire eliminating the current target group expenditure
regquirements or modifying them by allowing State waivers in cases
where JOBS expenditures fall below the target because the State
served all volunteers.)

JOBS PARTICIPATION

Qurrent Law: At application or redetermination, the State must
inform all applicants and recipients about the availability of
JOBS and related mervices. The State performs an assessmpent of
the individual‘s needs, proficiencies and deficiencies, family
circumstances, and other relevant factors. Based on the
assessment, the State and individual must enter into an
epployability plan, setting forth the services the State will
provide and the activities the individual must do. States may
also use partlaxpantwaqency agrecments or contracts that set
forth mutual rights and responsibilities. :

The JOBS regulations (Federal Register, p._ )} list participant
preference "to the maximum extent poasible® as one of five
factors that the employability plan "shall take into account.”



Issues: 1If a time-linited progranm is implemented, JOBS
participants would have to be notified not Jjust of the
availability of JOBS services immediately, but alsc of the
requirement to work after the time limit expires. In addition,
participant preferences might be given gresater weight, if not the
sole congideration, in the datermination of a JOBS assignment.

i

VOILAUNTARY VS. MANDATORY PROGRAM

Current Law: State JOBS programs are affected by twe
participation rates: the basic rate and the AFDC-UP rate.

States must meet each rate or risk reduced Federal finsncial
participation (to 50 percent). For the basic rate, monthly
participation rates rise from 7 percent in FY 19850 to 20 percent
in FY 1995 (after which they end). A participant is an
individual: 1) who met the participation standards of 75 percent
of the scheduled hours of participation for the month; and 2)
whose hours of participation, when combined and averaged with the
hours of other participants, eguals 20 or more hoOurs per week for
the month. For the UP progranm, participation rates rise from 40
percent in FY 15%4 to 75 percent in FY 1987, %o satisfy the UP
reguiresment, one parent must participate at least 16 hours a week
in a work program. In the case of CWEF, the number of hours
equal to the monthly grant divided by the greater of the Federal
or applicable State minimum wage would count. In addition, a
parent under 25 who has not completed high schodl or eguivalent
may be reguired to participate in an educational activity
directed at attaining a high school diploma or ecquivalent.

issues: Proponents of a voluntary program argue that the time-
limited assistance would be motivation enough to get individualsg
to partvicipate and that, in any event, all recipients would he
reguired to work after exhausting their time~limited assistance,
and therefore should not have additicnal burdens placed upon
them. These who support a mandatory program argue that a
pandatory program would ensure that a significant number of AFDC
recipients are actively involved in working towards self-
sufficiency and that States are providing employment-related
services to at least a minimum number of recipients. Such
standards enforce the idea of mutual obkligations, in which
welfare recipients are expected toe take steps towsard solf-
sufficiency by taking jobs or participating in educational or
work~oriented activities, and the government is expected to
support their efforts by providing the incentives and services
necessary to ensure that States and recipients uphold their
ebligations. Moreover, the current participation standards could’
be viewed as a transitional phase for what may be pore stringent
work requirements for those who exhaust their time~limited
benefits.

There is evidence from rigorous evaluations that participation in



s

some JOBS components can have positive impacts on a wide range of
participants, including many who typically would not have
volunteered for & program. A mandatory program can reach those
who have the potential to benefit from participation, but are
unlikely to welunteer. This may be especially important for
potantially leng-tarm welfare recipients. Ellwood (1986, p.49)
alsp notes: “The problems with walting to serve person is that
the time that persons spend on welfare in the meantime, and the
resources they consume, are lost., If one walits and serves people
who have been on welfare for twe to four years, one has lost the
oppertunity to reduce welfare use in the first years of
dependence.? He also adds (p. S53): "The fiscal advantages to
waiting to serve recipients appear to be guite modest. Although
waiting does screen out some short-duration recipients, AFDC and
Medicaid payments provided %o recipients during the period before
they are served are lost, so that possible welfare savings are
reduced. ¥

If participation is mandatory, efferts should be made to target
"would-be! long-term recipients with effective interventions. In
other words, it is important to: 1) identify the characteristics
of likely long~term recipients; and 2) determine what impacts
varicus interventions have on these groups and select the most
appropriate one. This latter step can be done by reviewing
research findings on how programs differentially affect subgroups
of welfare recipients, While research to date is relatively
lizited, findings from the JOBS evaluation and other evaluations
should provide important new information on targeting strategies.

Even with the existing participation reguirements, most non-
exempt AFDC recipients are net reguired to participate in JOBS.
Consideration could be given to regquiring all non-exempt
recipients to participate in JOBS so that they are prepared for
enployment should they use up their time-limited assistance.

However, others may favor removing all current requirements,
noting that the work reguirsment after one exhausts their time~
limited assistance should be enough incentive to prepare for
enployment and that imposing additional obligations during the
first 2 years of assistance is unnecessary. In addition,
reguiring all or large numbers of AFDC recipients to participate
may not be practical, at lsast injtislly, since the JOBS program
may not have the capacity to provide services (including support
services) to all those who need them (i.e., all recipients as of
the day of implementation and all subseguent applicantg}. This
is less likely to be a problem in the long-run, as the number of
AFDC recipients receiving benafits and eligible for the full
range of JOBS gervices declines, due to the time lisit. (In the
long~run, the system will only have to deal with applicants for =
limited number of years; thus, the policy could be revisited at
that time as well.} In other words, a strict mandatory progranm
would force the JOBS progran to be expanded many tinmes over
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initially, only to drop back to a fraction of that size once the
new proposal is fully implemented (since the size at that time
will only be based on the rate of applicants who have not been on
welfare two or more years). Thus, maintaining the status guo or
relaxing current requirements would minimize the burden on State
JOBS agencies.

JOBS FUNDIRG M

Current Law: Federal JOBS funding is capped; each State iz
eligible to draw down a capped entitiement amount from the
Federal government each vear, which is basad on its pro rata
share of the total Federal allocation.

The total capped amount is $1 billion in PY 1983, rising to $1.1
billion in FY 1984, to $1.3 billion in FY 1995, and dropping back
to S1 billion in FY 1996 and later years. Federal funds for JOBS
are avallable at three matching rateg:

o 80 percent for expenditures up te the State’s FY 1987 WIN

allocation;

o the HMedicaid rate or 60 percent, whichever is higher, for
program cests; and :

o 0 percent for administrative costs and for the costs of
transportation and other work-related and supportive
services.

Iasues: If JOBS services are {o be expanded, funding levels will
have t¢ be increased. The issues are: 1} by how much; and 2} at
what Federal matching rate(s)?

OTHER IESSVES

in addition to changing JOBS for those on AFDC, greater
consideration may need 1o be given to ways of keeping people,
especially young people, from ever going on AFDC in the first
place. For example, Sawhill (1990, p.3) has suggested placing
greater “emphasis on teaching parenting skills to all teenagers
before they become parents" and "more efforts to encoursage young
pecple to delay childbearing until they are prepared to take on
the responsibilities of parenthood.® She has suggested financial
rewards for the those who delay childbearing in low-income
neighborhoods, Others have advocated greater use of family
planning services, mentoring, and other interventions. They
argue that these kinds of services could help obviate some of the
hardships that may be associated with time-limited assisgtance.



HOW WOULD THE TIME LIMIT BE MEASURED?

CURRERT LAW

Although there are a number of circumstances under which
recipients can lose their eligibility for AFDC (such as increaged
income, departure from the assistance unit, etc.}, the twe that
come closest to time-~limited AFDC are the age of youngest child
restrictions and the time limits in some States on welfare
receipt through the Aid %o Ffamilies with Dependent Children
Unenployed Parent (AFDC~UP) program.

AFDC provides assistance to needy children who are under age 138,
or at State option, under the age of 1%. This opticnal coverage
is limited %o youth whoe are 18 but have not yet reached age 19
and "who are full-time students in secondayry school or in the
egquivalent level of vocational or technical training and are
axpected to finish the program before raaching age 19." This
definition indicates that a family will become ineligible for
AFDC when the youngest child turns 18 {or 1%, under the optional
coverage). By definition, therefore, AFDC runs out when yosu no
iongey have a dependent child.

As of October 1, 1990, all States running an AFDC program were
required to operate an AFDC-UP program alsc. States that had an
AFDC«UP program as of September 26, 1%88, had to continue to
cperate the prograw without time limits on eligikility. Those
States that implemented an AFDC-UP program after September 26,
1588, were allowed to impose a tize limit if a family had
received AFDC under the Unemployed Parent program in at least 6
of the past 12 months. This meant that a State could deny
benefits to families for 7 ocut of every i3 months.

OPTIONS FOR THE TIME LIMIT

Gptiop 1: One-~tim

Proposal: AFDC receipt is s one~ghot deal., Once a family begins
2 period of assistance, it may continue to receive walfare for up
to 2 years. [If the family exits AFDC before that time, it may
not regceive AFDC agazﬁ;)

Discussion: Although families would receive government financial
assistance when they were in difficult circumstances once, they
would not be able te rely on such assistance again,

Propenents of thig option argue that it could increase the
incentive to work because of the knowledge that welfare receipt
would only be an option for a limited period on a one~time basis.
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In addition, it could motivate recipients to more thoroughly take
advantage of the various education and training cpportunities
that are available while receiving welfare. There is &lso the
possibility that it might discourage some unwed women from
becoming single mothers, an important issue since, in 1991, 47
percent of single-parent families were in poverty, while &

- percent of two-parent families were in poverty, sccording to
Hicholas 2411 (1%92, p.13). (It is unclear just how large the
effect of AFDC on the prevalence of single motherhood is, and it
is even more difficult te know how this option would affect the
gquestion.}

Critics of this option could argue that it could be harmful to
those who fall onto a second period of hard financial times {(or
to those who are unable to extricate themselves from the first).
If the individnal does not qualify for unemployment compensation,
the family's income might be severely limited during periods of
unenployment. This, of course, could have adverse effectsz on the
welfare of the parent(s) and the children in the bhousehold. In
addition, if the lifetime time limit on welfare vreceipt is
imposed, it may have the adverse effect of discouraging some of
the people whe would leave their first spell on welfare in less
than two years {(whether they are likely to return or not) from
leaving before the two years are up.

Isagggégmggaw&&x;*gggcrtant issue is whether AFDC reciplents will
have ficient ggggngge education, training, and support
servi during-thEé tine they are permitted to recelive AFDC for
it to he justifiable to place a ohe~time lifetime 1limit on the
receipt of AFDC., (learly, the availability of services will also

be an important issue when reviewing whether and to what degree
recipients are taking advantage of the services.

An important issue involves whether the lifetime limit will
affect the decisions families make about leaving AFDC.

According to "Targeting *Would-Be! Long-Term Recipients of AFDCH
by David Ellwood, more than 40 percent of first-time AFDC
recipients will end up spending another spell o WEITAYE"

At e M AT .

Further, Ellwood's data showed that 27 percent of those vho were
in their first year of their first spell and 34 percent of thoss
who were in thelr first year of a spell subseguent to their first
exited welfare during that first year. Additionally, 28 psrcent
of those who were in a second year of their first spell on
waelfare exited during that second year, while 12 percent of those
who were in their second year of & spell subsegquent to their
first exited during that second year (Ellwood, p.16}. These
numbers show that & sizable percentage who cope onto welfare,
leave before the end of 2 years and that an ismportant percentage
of these people, though, come back to welfare. ?

Under a one-tinme 1lifetime limit, it is possible that some portion



of these individuals pay actually prolong their time receiving

welfare, knowing that it is their only epportunity to collect
benefits. (This may not necessarily be a bad outcome, if the
family head uses the period to increase her human capital that
leads to a better job and higher family income in the future.)

E3 13 Y :
!:ww

Proposal: The total amount of tinme that welfare could be
received would be 2-year ut this ampount could be accumulated
aver time « spe . Fanmilies would be able to leave
welfare and return, but the total amcunt of time during which

welfare could be received would be 2 years, MMMMMMMMMHMw

Discussion: The advantage ¢f accumulating AFDC over time .is that
families would have more protection if they took a risk"and left
AFDC for a job. If the job did not work out, they could return

te AFDC (as long as they were s5till below the allowed maximum

time on AFDC), using it as a safeaty net, until they were able to
find more work or gain additional skills. In fact, this could
encourage peocple to leave AFDC as gquickly as possible in order to
retain as much time as possible for future short-tern

emergencies. A disadvantage would be that someone night use up

. their full allotment of time receiving AFDC and still be in need B

of more.

Proposal: Institute a two~year limit on each AFDC spell, with a
minimum amount of time reguired between spells before a family
could regqualify for receiving AFDC,

scusaion: One of the benefits of thirg kind of gystem is that

it would allow a family to access the welfare safety net more

than once in the event that the family ran into financial

difficulties more than once. A potential disa yantxgﬁ“tﬁ“ﬁh

system is that it still seems to make welfare a ayazving doo 3

{ As Sawhill {1992, p.7) notes, "Allowing routine returfis to
welfare could well defeat the goal of encouraging self-
sufficiency angd make a time~limited program little differant from
the present ane.®" In addition, some clients mpay not have the
incentive to learn skills that will lead to long~term
independence if they know that receiving AFDC again is a
possibility,



OTHER ISSUES

Although President-elect Clinton has proposed a time limit of 2
years, the actual length may be a subject of neqgotiation in a
legislative package. Proponents of a relatively short time
limit, such as 2 years, argue that it eends a clear message that
welfare is 2 transitional rather than long-~term, source of
suppert. A long perioed, they believe, would allow many
recipients toc aveld work for many years. However, supporters. of
a longer time period argue that the same message is sent that
welfare is transitional,(but using the longer time limit

recognizes that more than 2 years ls needed by many people to
gain_the skills and education needed to support themselves™

independeatly.] ﬁgé

Should the time limit be strictly interpreted or ahaul@wjﬁfﬁéy‘é%@$€g;
represent an average among groups? | Specifically, should a longer
tipe limit be allowed under certain cases, such ag for those

parents who have very young children {to permit sufficient tiﬁag&%kﬂg
for bonding), and those wheo do not speak English as a first ..
language or have seriocus educational and skill deficits (to give‘%@ﬁﬁﬁ
thern more time to prepare for employment and long~term self-

sufficiency)? | gé&ﬁ#%y

Should there be extensions for pecple to finish an education or
training activity? Given the limited sducation and work
experience many recipients face, it may take more than two years
to secure the necessary skills. Sawhill (1982, p.8) points ocut
that this is a difficult decision: "Deciding whether ¢o permit
extensions is made harder by the absence of solid reseaych on
what to expect from a full two years of intansive asducation,
training, or work experiences. This is because post of the
earlier welfare-to-work efforts that have been studied were
short~term and focused on job placement, rather than human
capital development." However, she alss observes {(p.6): "Unless
carefully circumscribed, permitting extensions may send the sanme
nixed message about the rules of the new system as allowing
exemptions., To minimize this effect, it may be necessary to
permit extensions only for s specified time in a lisited number
of cases, where in the judgment of 3 case worker, they would
inprove significantly a recipient’s prospect of self- . Ve
ol %;%

%

sufficiency.”

Should someone who leaves welfare be able ézggggﬁ“ additional
months of benefits for time spent off AFDC? 81" example, under
Vermont's proposed demonstration project, ¥ recipient could earn
3 months of AFDC for every 12 months spent off assistance. Thise
kind of provision would ensure that welfare remains transitional,
while providing support in the event of financial emergencies.
However, this kind of provision would increase the administrative
burdens associated with the propesal, by adding a na:vromputation

" v


http:supporters.of

to the new information reguirements. In addition, a decision
would have to be made about whether the time spent in a community
service job is time off AFDC or if only unsubsidized employment
counts.

An issue to be addresgsed in choosing among the options involves
the administrative chstacles to keeping track of the periods
during which people are on and off of AFDC, Most States
gurrently only keep information on AFDC receipt for 3 to 5 years;
this would have to be extended considerably, if any type of
lifetime limit is imposed on welfare receipt. In addition, to
ensure eguitable treatment among individuals, it may be necessary
to medify State reporting reguirements, perhaps by collecting
information on AFDC recipients by SBocial Security number in a
central location to verify that those who have exhausted their
time~linited benefits in one State do not collect full benefits
in another. 1In addition, to address the possibility of
recipients obtaining multiple Social 8&¢arity ﬁﬁmharﬁ and
multiple welfaxe checks, aftiaialf s WL :

This, as well as ather strat&giaﬁ may have to b& aanaiﬁarad on n
national basis, since this could become a problem nationally, as
some who exhaust their time-linmited bhenafits seek to vegain
eligibility fraudulently.



WHO SHOULD RE EXPECTED TO WORK?

CURRENT LAW

All AFDC recipients are either exempt from reguired JOBS
participation, or non-~exempt. If a recipient is exenmpt, the
State may not regquire their participation, but if & recipient is
non-exenpt, they can be reguired to participate in JOBS and the
State may sanction them if they fail to participate without good
cause.,

Te ke exempt from participation in JOBS, an individual must be:
111, incapacitated or of advanced age; needed in the home becauss
of the iliness or incapacity of another family member {(the fanily
membar need not be a member of the AFDC unit); the parent or
cther relative of a child under age 3 who is personally providing
care for the child {or, if so provided in the State plan, any age
that is less than 3 but not less than 1}; employed 30 or more
hours per week; a child under age 18 or attending, full-time, an
glementary, secondary or vocatjonal schoeol; a woman whe is in at
least the second trimester of pregnancy; or residing in an area
where the program is not available., In addition, for AFDC-UP
families, a State nmay make the exemption inapplicable to both
parents and reguire both to participate if child care is
guaranteed.

When a State reguires mandatory participastion by caretakers of
children under &, the State plan must also include satisfactory
assurances that child care will be guaranteed and participation
will not be for mere than 20 hours a week. However, custodial
parents under age 20 may be required to participate regardless of
the age of their youngest child and may be required to
participate in an sducational activity full-time.

In addition to these exemptions, States may axgggg_ggnziééggg
individuals from participation, if they have "good causer The
JOBS regulations allow good cause for failure to participate or
refusal teo accept employment if: 1) the individual is caring for
& child under age & and the employment would reguire over 20
hours of work per week; 2) child care is necessary for JOHS
participation or employment, and such care is not available and
the Stete agency fails to provide such care; 3) employment would
result in a net loss of cash income; oy 4} the individual meets
other grourkds for good cause determined by the State. Examples
of State~defined good cause include iliness, breakdown in child
care arrvangement, emergency family crisis, inclement weather, to
name a few,

Even if a person is non-exempt, it does not mean that they will

be reguired to participate in JOBS., The JOBS participation rates

for the overall non-exempt caseload began at 7 percent in FY 18%¢

and rise to 20 percent in FY 1995, Since over half the caseload <" ~ 4«
iz exempt, this means that in FY 1995, fewer than 10 percant of
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adult AFDC recipients can be reguired to participate in JOBS each
month.

DISCUSSION

A fundamental design issue of any time-linited AFDC proposal is
whether these exemptions (or others) will he applied. Az Ellwood
(1992, p.19) notes, "A program that requires work from 10% of the
caseload which has been on welfare for more than two years is
very different from one which retuires work frop 80%." He
estimates that of the ¢urrent § million cases, at least 3 million
have been on welfare for more than 2 years. Thus, if the
participation reguirement were 10 percent, just 300,000 jobs
would be required, whereas if it were 80 percent, 2.4 million
jobs would be required. —

While there are a number of reasons for exempting sone paople,
either permanently or temporarily, these determinations are not
an easy task. Ellwood (1992, p.20) cbserves: "The more
difficult issues involve who should and should not be expected to
work. What sort of exclusion should there be for women with
young thildren? What about people already working part time?
What about people whe live more than 1 hour from the job site?
what sorts of rules will apply in the case of illness or
digability? How are short~term disabilities handled? And
toughest of all, what apout people in families that have trouble
functioning and coping with day to day existence in their often
exceptionally complex and crisis laden worlds? Are they to have
additional burdens placed on tham?” He continues {(p.21): *It is
not hard to determine the impact of relatively objective
exemptions like the age of youngest child, But no one has a
clear idea of how many people are in a poor position te work
because of their physical, seocial, or mental status., Making
rules too flexible will lead to easy possibilities for gaming the
system. Making them too strict could significantly increase
homelessness and stress for people living right at the margin.
Indeed both outcomes are likely in any sericus system.™ In Poer
Support, he argues that these cases should be evaluated on a
case-by~case pagis and not allowed to shape the whole welfare
system.

LPTIONS
Pption é: All Able-Bod)

Proposal: Several proposals would require all able-bodied
adults, including mothers with young children, to work once they
exhaust their time-limited welfare (spe PPL, 1992; Ellwood, 19%88;
Kaus, 1992; and Vermont __ , 1992). /The principal change to the
current JOBS exemptions would be to ®liminate the exemptidn
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status for mothers . with children under age ngar under age 1, at
state optien). Generally, those currently exempt for otherxr
reasons {(e.g., under age 1&é, elderly, incapacitated) would
continue o be exempt, sSince they are not considered "adults® or
nable to work." However, the exemption for those with young
child affects the wajority { _ percent} of currently exempt AFDC
" recipients and would significantly increase the number reguired
to work. {These proposals would typically provide a short period
for maternity leave, e.¢., Vermont would provide 16 weeks, but
even mothers with children under age one could be reguired to
work. )

Discussion: Proponents of regquiring all (or nearly all) AFDC
recipients to work after some period point out that percent
of singza mothers are employed; percent are smployed fullw
time. Even among mothers with preschool children, these
percentages are high (__ percent and __ percent, respectively).

Sone proponents of this approach, such as Kaus (1982, p.130),
argue that applying the work reguirement broadly would have a
larger ispact on behavior and welfare dependency: “The way to
make the true costs of bearing a child out of wedloedk clear is to
let them be felt when they are incurred--namely, at a child’s
birth. If would~be single mothers were faced with the prospect
of immediately supporting themselves, most would choose a
different and better course for thelir lives.® He further argues
{p. 254): P®Even if the objective is helping those individuals
who have an illegitimate kid {rather than deterring them)
immediate work might e better. It would put mothers into the
world of bosses and paychecks without letting them grow
accustomed to dependency.”®

Howevey, others argue that there are legitimats reasons for
continuing exemptiona. First, exempting mothers nay be important
for the well~being of children. Some concerns have been raised
regarding potential negative effects on ¢hildren from requiring a
parent to participate in welfare-to-werk program or work itself.
Howeveyr, there is little evidence on this subject. According to
Garfinkel and Mclanahan (1986, p. 171}: "There is very little
research to indicate that poor children of employved mothers are
less well off than poor children whose nothers stay at home. Ang
there is sope evidence that the effects of employmentew
particularly the benefits of added income~~are positive for
children as well as mothers. But even the bast studies are
plagued with the problem that mothers who are employed may be
different in unmeasured ways {(such as their child~rearing
akilities and coping skills generally) from those who are not
employed. As & consequence, it is possible that the c¢hildren of
poor single women who are not in the labor force nmight be sven
worse off if their mothers were employed. The best studies have
controlled for many differences among mothers, however,
suggesting that the evidence so far accumulated is worth careful




consideration."ZzThe JOBS evaluation will measure the impact on
preschool children from the_mandatory—participation of their
parents in Jogg}iiIt is alsc important to bear in mind that under
this proposal; all mothers will not be reguired to leave the home
until the time limit actually expires; thus, unless they have
additional children, they would not be required to leave their
child while it is still an infant. (Critics could point out that
they may nevertheless be forced out of the home to prepare for
employment, since without such preparation, they may face more
serious transition problems when work is required after the time
limit is reached.)

Research on programs serving mothers with young children suggest
that they can be effective. For example, in an evaluation of the
Arkansas WORK program, Friedlander (1988, p.xx) reports: "The
inclusion of women with children ages three to five in Arkansas
more than doubled the number of individuals whe enrolled in the
program during the demonstration. Employment rates were the same
for this group as for women with older children. Program impacts
on earnings and welfare receipt were also similar. The total
effects of the program on the AFDC caselcoad were therefore more
than twice what they would have been if only the impacts on
regular WIN mandatories were counted." Similarly, in the San
Jose site of the MFSP demonstration, the largest net impacts were
for mothers with young children. According Gordon and Burghart
(1990, p.53): "The program impact for women whose youngest child
was between age 0 and 2 at baseline is almost 19 percentage
peints, an increase of 56 percent over the control group base,
while the impact for women whose youngest child was between age 3
and 5 is only 7 percentage points (neot statistically different
from zero), and the impact for women whose youngest child was
older than age 6 is only 3 percentage points (again, not
significantly different from zero)."

Garfinkel and McLanahan (p. 186) suggest experimentation and a
gradual phase in for mothers with preschool children:

"Individual states and the nation will have more than enough
challenge for the next few years to provide sufficient jobs at
the minimum wage for AFDC custodial parents with no preschool-age
children. At the same time, since the issue is so important, the
federal government should support some state and local
experiments with work relief for poor mothers with preschool-age
children of various ages. To the extent that these efforts prove
to be beneficial for various subgroups, the states or the federal
government can extend the program accordingly.”®

Second, requiring all AFDC recipients who have exhausted their
time-limited welfare to work in public sector jobs if unable to
find unsubsidized employment can initially be very expensive.
These costs arise not only due to the cost of providing a larger
nunmber of community service jobs, but also because mothers with
preschocl children are more likely to need child care services
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and because the cost of such services may be more expensive,
e.g., infant care. Past research by MDRC suggests that child
care has often not been utilized to the extent predicted.
However, these evaluations have typically been of mothers with
school-age children. While short-term costs may increase, the
offer of intensive JOBS services for those on AFDC and a
guaranteed job for those who exceed the time limit is likely to
have a much larger effect if applied to virtually all AFDC
EEEEEEEEtS' rather than just currently non~exempt recipients.

A third, and related, concern relates to service capacity. As
Sawhill (1992, p.4) observes: "Many States are experiencing
substantial difficulty coordinating services for their JOBS
clients, and some providers have reached their capacity for new
participants. If Congress enacts a time-limited welfare system
without any exemptions, these same States and providers would
have to coordinate and provide services to many times the number
of recipients they now serve inadeguately under JOBS. This
would, no doubt, lead to even greater problems than n?;yéﬂ_
threatening to grind the new system to a halt."

Issues: Should other, currently exempt, groups be subject to the
work requirement or participation in some other activity? For
example, Utah’s demonstration waives the exemption for
incapacity, but rather than requiring work, it reguires
individuals to participate in rehabilitation or other services
necessary to prepare them for work. Would there be a family
leave period after the birth of a child and, if so, for how long?
Would "good cause" exemptions be allowed for those temporarily
unable to work?

Are those living in "remote" areas exempt from the time limit?
If so, what happens if individuals who have exhausted their time-
limited welfare move to remote areas, where the time limit is not
in effect and.community service jobs are not available? What if
someone who lives in a remote area would, but for the remoteness
exemption, have exhausted their time limited welfare moves to an
area with a JOBS program? Does the time limit start at that
oint?

ShouldE?een parenpé]in school continue to receive their
exenmptich, regardless of the time limit? TIf forced to work, they
may be forced to drop out of school, which could vantage
their future employability.

Should the limitation for a maximum participation of 20 hours per
week for parents with children under 6 be revised to require
longer participation, or should the 20-hour maximum work
requirement be retained for this group? If public sector jobs
are guaranteed, should States be required to allow this group to
volunteer for greater participation (so as to increase family
income)? '

—_
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Should extensions be provided to individuals whe are finishing an
education or training component? Should there be a limit on this
extension, €.9., 1 year? Should it be restricted to those who
started an activity as soon as they went on welfare (or the
proposal is implemented)}, since otherwise it could be gamed by
individuals who enroll in an educational/training activity
shortly before exhausting their time-limited welfare just to
avoid the work reguirement?

Proposal: The time limit could be restricted to those who are
non-exempt, beginning at the point they become non—axempt.

Discussion: Limiting the work regquirement to those who are non-
exemnpt for JOBS would reduce the initial cost and implementation
hurdles; however, 1t would mean that AFDC recipients could
experience much longer periods on welfare before becoming subject
to some sort of paxticipatian reguirement. T™his means that an
AFDC mother who gives birth could remain exempt for 3 vears and
then have ancthey 2 years on welfare before her tine lzmzta&
benefits are used up.

Issues: What happens if a woman receiving welfare has another
¢child? Does she continue to remain exempt? Ellwood would allow
an initial exemption based on the age of the youngest child, but
would then deny the exemption for additional c¢hildren. Should
ith& JOBS exemption status be changed, e.g., by lowering the age
of the voungest child exemption to 17 This would reduce
Llﬁcantzv&& for additional childbearing to aveid the work
reguirement (to the extent that such incentives are a factor).

When should the time limit start? When the person becomes nonw
exenpt, or immediately upon AFDC receipt, regardless of
exenpt/non-exempt status?

OTHER ISSUES

Should temporary exemptions be granted to those who cannot work
for reasons beyond their contrel, e.g., an illness? Should
mothers wno have a baby be allowed a period for family leave?
Vermont’s demonstration proposal would allow a l6-week period,
In addition, there may be legislation that makes family leave a
requirement for private sector employment (though most such
proposals would mandate unpaid leave). If such exemptions are
granted to those who are reguired to work, should they alse be
used to, in effect, "stop the clock® on the counting of the tinme
limit for those receiving AFDC benefits?
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COMMUNITY SERVICE JOBS Hese. A4 ‘5“

Placing 2 time limit on the receipt of AFpE and replaﬁing
benefits with a community service jobs pfogram is the fundamental
element of the welfare reform strate enunciated in Putting
Feople First. While the community service jobs component can be
structured in varying ways, supporters of such a program contend
that it would have a number of benefits., First, it could
increase pverall economic efficiency and growth by emploving
those who would otherwise not be working. These gains would
arise from reduced taxpayver costs for welfare, as well as the
provision of important public services. Further, participation
in a2 community service job could alsc increase the amplaya&ility
of those participating in the program. The result coil

higher earnings and reduced childhood poverty, especially if
eoupled with cther nonwelfare antipoverty strategies. In
addition, expecting welfare recipients to take responsibility for
their own lives and those of their children conveys a positive
message that sosiety holds the same expectations for them ag for
other citizens. An employed parent will provide a2 role mode)l for
children and will be more likely to provide children with the
financial support they need. Public opinion surveys alse show
overwhelning support for reguirsments that make work a condition
for receiving welfare benefits and even welfare recipients who
have participated in work experience programs generally wview then
as fair and rewarding. Finally, the work performed by welfare
racipients {or former welfare recipients) can help States and
communities provide important public services that would have
heen left undone.

Opponents of replacing welfare with a guaranteed job argue that
cfeating these jobs would be administratively difficult and
xtremely costly. In fact, they believe it will not be possibie
te create the number of jobs needed, which some have estimated at
as high as 3 millien, (See Appendix A for a discussion of this
issue.) Moreover, they note that thely is little evidence on the
efficacy of programs that reguire work in terms of increased
employment and earnings for welfare recipients and their cogt-
effectivenaess for government. In fmct, since nany welfare
recipients face numerous barriers to employment, forcing then
into relatively low-paying employment, rather than providing thenm
the education and gkills to enhance their long-term employment
prospects, could result in the redirection of public resources
away from cost-effective programs to pregrams that may not be,
i.e. work prograns. The research on welfare~to~work progranms,
and work programs in particular, is very limited.} Finally,
eritice of a community service jobs program argue that it could
actually reduce economic efficiency and growth by increasing
government costs and nisallocating resources. In particular,
financing a community services jobs progran may entail
substantial expenditures, which would have to be financed by
ifcrEated taxes oOr Borrowing, which generate economic ‘
inefficiencies and reduce the resources for private sector job

o
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. creation. In addition, there is the possibility that workers -
placed through a compunity service jobs program will take jobs P;f//f
away from those whe otherwise would have been employed.

Those who argue against the community service jobs program
generally favor the status guo, though critics of this would be
guick te point out that this would fail to substantially refornm
welfare. Others who have proposed setting a time limit on
welfare have done so without creating a residual jobs progran.
*or exanple, the Weber proposal provided a 4-ysar time limit on
AFDC, after which those who were not employed could.contime to
receive Food Stamps and Medicaid, but not AFDC, le extending
the time limit from 2 to £ years would reduce the number who
gxhaust their lifetime entitlement to AFDC and give individuals
more time to prepare for unsubsidized employment, it would
increase the economic hardship on these willing to work, but
unable to find employment. As Sawhill {19882, p.11] cobserves,
“the potential for hardship without z residual dobs progran may
till be seen as too great, even with a fouy-year time limit.®

A major design issue is whether welfare recipients will work off
their welfare benefits or whether they will lose welfare
altogether and instead be offered iobs which pay wages. The
%york for welfare® option, or "workfare," is currently an
allowable activity under JOBS (work experience). The "work-

. instead-of~welfare® option would replace welfare with a
government job, where participants earn wages; this option is
probably best characterized as public service employment (PSE)
conponent ©f the earlier CETA and WIN programs. While there are
& number of similarities between the approaches, there are also
significant differences,

There are alsc a wide range of intermediate options. Some are
other JOBS components, such as work supplementation and on-the-
‘ob~training (0JT), which represent subsidies for employment. In
addition, there are a number of other options available for
encouraging private sector employment, asuch as targeted
employment subsidies. If a community service jobs program is
created for those who exhaust their time-limited AFDC benefits,
any one or more of these programs could be used.

WORKFARE OPTICNS
Wor erience O

Current Law: An optional component of the JOBS program is the
Community Work Experience Program {CWEP}. The purpose of CWEP is
to improve the employability of those unable to find employment
by providing them work experience and training. A CWEP
participant works for a State-~designated employer as a condition
of continued AFDC receipzj} CWEP placements must be limited to




projects which serve a useful public purpose in fields such as
health, social service, environmental protection, education,
urban ang rural deveiopment and yredeveloprent, welfare,
recreation, pubklic facilities, public safety, and day care. CWEP
participants must not fill established, unfilled position
vacanties.

i%%a maximum hours of required participation is calculated by

akifg tRe Bonthly AFDC grant (less the portion reimbursed by hﬂ/,f”
child support, exceaept the $50 passthrough) and dividing by the
greater of the Federzal or applicable State minimunm wage After a
person has been in a CWEP assignment for nine months, ¢ maximun’
nunber of hours can be no greater than the monthly AFPDC grant
{lese the portion reimbursed by child support, except the $50
passthrough} divided by the highest of the Federal minimum wage,
the applicable State minimum wage, or the rate of pay for
individuals emploved in the same or similar occupations by the
same employer at the sape site, The State may not combine the
participant’s Food Stamp allotment with the AFDC grant in
determining the maximum hours of CWEP obligation for purposes of
participating in JOBS. CWEP participants are not considered to
"garn® wages and are not entitlied to esarnings disregards.
Furthermere, Federal matching is not available for: capital
expenditures; the cost of making or acguiring materials or
equipment; or the cost of supervising participants.

In addition to or instead of CWEP, a State may provide any other
wOork experience program approved by HHS. Under this component,
sone States have constructed programs that avoid some of the
restrictions placed on CWEP, e.g., the determination of the hours
worked computation, which is derived based on the size of the
grant divided by the minimum wage.

piscussion: Preponents of the workfare approach cite five
advantages. First, 1t limits the cost of the work reguirement,
because recipients are not paid wages {(but work off their grant);
therefore, the only costs are those of creating and administering
the work experience ijobs, since there are no payments to
participants in addition to the AFDC grant (and necessary support
services), Second, since the jobs are linked to welfare,
recipients have ztro gentives to find unsubgidized
employment. Sawhill {1992, p.9%) observes: "While the likelihood
that CWEP would be dead end jobs is high, that unattractive
feature may encourage recipient efforts to utilize training and
job placement efforts in order to aveld ending up in a CWEP, It
would also make applying for welfare in the first place far less
attractive.¥ Of course, there is alsc the added incentive that

o comes from increasing family income through a job {especially if
pre

othey antipoverty strategies are enacted), rathesr than relying on
welfare. Third, adijustments can be made to individual
circumstances., Por example, the work obligation for mothers with
young children could be-limited to 20 hours per week (which is

K\€> gé? b aﬂp‘m.%ﬁhﬁﬁa§43



’ current law, except for teen parents, who can be required to
participate in educational activities on a full-time basis) and
those who experience a hardship that precludes their
participation could be granted a “good cause" exemption,
Similarly, if there are not enough community service jobg or if
child care is unavailable, individuals can be excused from the
obligation to work. Fourth, since work experience is an existing
JOBS componant and many States have experience with it, it could
be phased in as capacity and administrative expertise grow.
Fifth, past experience shows that work experience programs are
perceived ag fair by participants and that employers view the
workers as being at least as productive as similar, non-welfare

mployees (see Appendix B).

Cpponents of thT workfare approach cite a number of
dipadvantages. JFirst, in States where Aggg,g;gg&gwgggggg;n:ixa1y
law, the reguirement tef{work in a CWEP project could minimii)
in some States it mway be less than 10 hours & week, where the
hours worked is constrained by the size of the grant divided by
the mininun wage {(or prevailing wage, after nine months). The
number of hours can be reduced still further if the family has
other income {e.g., child support or earnings), which can nean
that the work reguirement is short even in high benefit Htates,
Moreover, fluctuations in such income ¢can result in a fluctuating
work reguirement. These conditions can make it difficult to
develop meaningful jobks for both recipients and employvers, as
well as create administrative problems associated with monitoring
jobs with such small obligations. One alternative to CWEP is a
State~designed alternative work experience pregram, which gives
States the flexibility to set the hours of the work obligation
regardless of the size of the grant, Under this option, States
could, for example, simply reguire the same {or a minimum) amount
of work in all States. ‘This, however, would create an inequity,
W wherg those with low welfare grants would effectively be working
@ﬁx for a much lower ®“wage rate.® (In some low benefit States, full-
@ hgﬂf‘mime work in exchange for AFDC could result in an effective wage
\%A= ate of less than $1 per hour.} Alternatively, States could add
the value of Food Stamps to the AFDC grant to determine the work
cbligation, thereby creating a more meaningful work obligation
and ong that is linked more closely to a recipient’s total public
assistance benefits.

$ if the traditional CWEP program is retuired, there are
qgiigﬁg*gﬁghlemés Ellwood (1992, pp.14-15) notes: ¥{S]tates with
Tow péfiefits are rewarded with a much smaller work program to
administer, and recipients in low benefit states are partially
advantaged since they get more from food stampes (since food
stamps are reduced as welfare benefits rise) and less in AFDC
pavments and thus must work off a smaller portion of their total
government benefits.® He also adds that if Food Stamps are

. included, then new inequities are created as AFDC recipients are
Tequired -to work off their benefits, while non-AFDC Food Stanp
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recipients are not. (Although non-AFDC Food Stamp recipients may
be subject to participation in the Food Stamp Employment and
Training program, the participation requirement in the program is
gquite low, Just 10 percent of the hon-exempt caseload.)

Third, critics of cszfarque that the CWEP 4obs created wounld be
make~work and would not provide opportunities for participants to
nove into real jobs. For example, Ellwood (1992, p.15) claims
that CWEP %is an obligation which carries no discernable long
term benefit to either the recipient or the government.*

However, the research in this area is extremely limited, with
virtually no rigorously evaluated program testing the net impact
of CWEP program in isclation. Most MDRC programs tested CWEP as
part of a multi-component obligation, and not CWEP alone. (Sone
less rigorous evaluations suggest that there way be positive
impacts on exployment/earnings and welfare dependency {see Janzen
and Taylor, 12%82; and Schiller, 198 ). In addition, additional
research suggests that it may alse be cost~effective (see MDRC
evaluation of West Virginia‘’s programj}.)

Fourth, Ellwood (1932, p.15) cautions, *"Since CWEP jobs may not
really look or feel like real jobs, there is a high likelihood
that the public will regard the program as something of a shaum.
Recipients are still on welfare, though some are working
semewhat. Exspptions are likely to be legion. Stories will
abound about people not really working, ‘leaning on shovels’ and
Just putiing in theiy time. This say be perceived as ancther
form of welfare fraud.". Because the jobs are linked to the
receipt of welfare benefits and not wages, the experience jis
unlikely to he perceived by recipients as a real sob. Interviews
with recipients in CWEP programs (see MDRC, p. } indicate
that while the recipients believe the work obligation is fair,
they also feel that employers are getiting a better deal since
they *work for free." In addition, unlike real jobs, if welfare
recipients fail to perform they can appeal and still get paild
{unlike a job)} during the appeals process. Ellwood (1992, p.14)
specnlates that “there will ke a significant portion of the
caseload that learns to game the system to aveid the obligation.®
in short, Ellwood {1892, p.16) voncludes: "What is being otfereij)

is not an alternative to welfare, but an additional rule for
recsiving it.®

Issves: Shouwld other programs, such as Food Stamps, Medicaid,
and housing agsistance be included in determining the hours of
work reguired? {The Bush Administration, as part of the “Welfare
Employment and Flexibility Amendments of 1992," had proposed
allowing States to detarmine the maximum "workfare® obligations
by agyregating the value of AFDC, Food Stamp, housing assistance,
and Medicaig benefits, up to a maximum of 40 hours per week.) If
s0, should non-AF¥DC recipients of these other programs also be
regquired to work, so as not {0 create inequities between AFDC and
non-AFpC recipients?



Should the Federal government impose # minimum hourly
participation reguirement to make the work program meaningful?
Should it also have a maxipum? Under current law, the maximum is
20 hours per week for non-exempt mothers with children under 6
and 40 hours per week for otheyr non-exempt individuals.

ghould "payment after performance® be conaidered an option for
2ll AFDC recipients? Currently, paysent after performance i an
AFDC-UP option, but it iz limited; aid can be denied, but if the
recipient appeals the sanction within 10 days, he can recelve
"aid paid pending¥ f{a Goldbersg v. Belly issue). Thus, while
intended to simulate the real world, the current restrictions in
the UP payment after performance provision are weakened by
vegulatory c¢onstraints. (The Bush Administration, as part of the
“Welfare Employment and Flexibility Amendments.of 19%2, had
proposed allowing States to distribute AFDC benefits after work
and training assignments had been completed.} Should the payment
for performance provisions be strengthened to more closely
parallel the job experience?

CWEP participants are currently not considered to "earn” wages,
as are participants in other JOBE conponents, e.¢., work
supplementation and 0JT. Should this provisicn be changed,
enabling participants to gualify for the EITC. (While receiving
the EITC may increase family income, this would be offset
sonewhat by increased FICR taves. Morepver, if the payments are
ronsidered wages, and the family has other income through the
year, its AFDC benefits would also be potentially subject to
Federal income taxes, since they would no longer be considered a
welfare payment, but earned income.}

H

PUBLIC SECTOR JCBS

Current Law: Public service amplEyment (PSE} is defined in the
JOBE regulations (Fe : ter, October 13, 1988, p. 42254)
tfully~subsidized empleyrent in a public agency.® There is
gurrently no provision within AFDC/JCBS for public service
employment, because subsidizing an employer at & rate of 100
percent was not viewed as an effective use 0of limited resources
and because of the concern that ¥routineg costs of State and local
governnents would be 1aap§ropriate1y shifted to the Federal
government under such & program.” ¥ ; ster, October 13,
1989, p.42183) 1In fact, it was spenifiaaliy thh&hlteﬁ in the
Famlzy Suppert Act. However, PSE was a major component of a
number of the earlier Department of Labor employment and training
programs, mest noetably CETA, as well as the Work Incentive {WIN)
program, the primary we%far&~ta~work progran prior tos JOBS.

Discussion: Proponents of providing public service employment
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argue that the principal advantage of this approach is that

individuals vould have real jobs and are not just working off
their welfare grants. . The jobs would have a set work schedule
and the person would receive a paycheck, rather than a welfare
check, and failure to perform would result in a reduction in
wages. In faci, in some low benefit States, families would be
able to increase their standard of living by taking full-time
jobs that pay meore than APDC (and possibly even mare than AFDC
plus other assistance program benefits, such as Food Stawmps).
These jobs would be even more attractive if other antipoverty
strategies are enacted, e.g., an expanded RITC and universgal
access to health care. Second, the jobs would not be governed by
all the rulesg associated with a CWEP requirement, where the
hourly work reguirement can vary depending on the size of the
grant and whether ¢the amount should be divided by the minimun or
prevailing wage. Ellwood also argues that issues associated with
other programs are straightforward: “EFarnings from the last
resort jobs are treated the same as earnings from any job when
calculating eligikbility and benefits for other programs.®

However, opponents of'a public jobs program make a number of
counterarguments. First, it can be very costly. For example,
.replacing AFPDC with a public jobs program that pays minimum wage

' [Fm: full-time work would be much more costly than simply paying
the AFDC grant in most States. Second, creating jobs for all
thogse who have exhausted their time~lipited welfare may require

qépﬁhﬁ_craaxiaz_gﬁugs many as three milIion BLIIE jobs. THis would

be a difficult undertakXing, especiilly 1f the 50BL are to enhance
the work experience and skills of partigipants, while also
providing a useful public service. Sawhill (19%2, p.8) peints
out that relying sclely on such jobs "can produce boondoggles or
make-work projects where the value of the work performed is
marginal.”® She also adds that ®it relegates the disadvantaged to
special job ghettos, where they have little chance to move inte
the vast number of unsubsidized positions in the private sector
that help them escape from poverty." <Critics alsc note that
these jobs could create other problems, if they displace current -
workers from existing positions {(or even result in the
unemployment of individuals who otherwise would have had those
jobs). In addition, potentiasl displacement of public sector jobs
may generate oppesition by labor unions. and government workers, T
Finally, State and Istal governments may be reluctant to provide
a large number of jobsz because of the inherent difficuities in
running a program for welfare recipients. In particular, ths
potential for high turnover means that many of those placed in
positions do not become very praficient in their jobs and
sponsoring governments might not be willing to invest much
training in then.

. However, supporters o"f public sector iobs could respond that the
intent of the jobs is not like past CETA program, which was to
fight unemployment, but 10 change the nature of welfare. They



also point out that to some extent, these costs would be offset
by reduced welfare payments, especially in the long-ryun, 1if
incentives for work and delaying childbearing are increased.
Finally, States have in the past decade had to cut back on useful
public services and the community service jobs created could help
restore some of these. |

Yasues: Should PSE be reconsidered az & JOBS component or would
community service jobs be created through some other mechanism?

While initial eligibility for community service jobs would be
based on the expiration of the tige linit for welfare, issues
related to determining on~going eligibility and eligibility for
those who would cthervwise return Lo welfare must be resolved.

or example, will income or assets tests be applied? If not,
some community service ‘jobs pay provide eaployment for those who
would otherwise not reguire cash assistance {thereby increasing
the cost of the program) and/or reduce the number of community
service jobs available t¢ those who would otherwise be on welfare
{if there is a fixed budget for the program). However,
continuing to apply the AFDC rules to those who are in community
sgervice jobs could be administravively cumbersome and costly.
{Kaus {19%2) suggests making the ijobs available t¢ anyone who
wants one, This would reduce the stigma aszociated with being
linked to a welfare program; however, the cost of expanding the
prograr o single individuals and ¢hildless couples could be
significant. In contrast, President Carter’s welfare reform
proposal, the Program for Better Jobs and Income, would have made
job search services available to both those on cash assistance as
well as those who did not receive such assistance, e.¢9., single
adults and childless couples, but since the only access to the
prograr would have been through the ¢ash assistance intake
office, the Jjob search services would have been income and asset
tested for such adults.)

Would families be allowed to continue to receive welfare if
otherwvise eligible, or would all assistance end? If welfare
eligibility is continued, would the family be eligible for the
current earnings disregards? If the earnings disregards are
available, should they be for both unsubsidized employment and
community services jobs, or only (or nmore genprous to} the former
{(to increase incentives for unsubsidized employment)?

Would more than one individual per family be allowed to
participate in the program?

i
OTHER OPTICNS

There are a number of ways incentives for private sector
employment could be increased. Sawhill {1892, p.10) describes

H
£



this option as follows: TPrivate employers coul@,be offered deep
subsidies initially =-- perhaps 100 percent in the first year of
eaployment and 50 percent in the second -- conditioned on their
willingness te provide training or extra s rvision for former
welfare recipients., Large eaployers could be encouraged ¢o make
a commitment to hire and train disadvafitaged people as part of
their social responsibility to the larger compunity. Continned
employer eligibility for the subsidies could be conditioned on
evidence that the progras is not being abused {as a source of
cheap labor) and that a reasonable proportion of subsidized hires
{perhaps $0 percent} was making the transition to unsubsidized
eaploynment in the same firm at the end of two years.®

One reason for considering these options is that over 80 percent
of the jobs in the economy are in the private sector. Moreover,
placement in the private sector may provide participants with the
training and work experience necessary for long-term unsubsidized
enployment. Finally, the cost per placement is typically much
lower than with public sector jobs, since only a portion of
sarnings are subsidized and/or only for a limited period of tine.

However, Sawhill alsoc notes that there are likely to be problems
with this approach, such as low take-up rates by employers and
the fact that some employees may never transition to unsubsidized
enmployment. Therefore, these options are more likely to be
viewsad as complements to a community service jobs program, rather
than as 2 substitute. Sevaral options currently avallable are
discussed below.

current Lavw: Work supplementation is one of four “"optional
components” for State JOBS programs. In work supplementation,
the AFDC grant (i.e., IV-A funds} is used te subsidize 3obs for
participants. A State may use JOBS (i.e., IV~F} funds to
supplement the wage pool. States have substantial flexibility in
determining eligibility and whether participants have employee
statug during the first 13 wesks of placemant {("employee gtatus®
confers the benefits available to regular employees of that
employer). If the wages from a subsidized job make a family
ineligible for AFDRC, they remain eligible for Medicaid throughout
the period of the placement (which is different from OJT, where
participants who lose AFDC eligibility are not automatically
eligible for Medicaid) and can also receive child care.

Jobs created through wetk supplementation are provided by the
State or local agency, oY by any other employer in which all or
part of the wages are paid by the State or local agency. The
State may determine the 'length of the subsidy, amount of wages to
be paid to the participant, amount of subsidy, and conditions of
participation. However, no participant way be assigned to fill
any established, unfilled position. Wages paid under a work
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supplementation program are considered esrned income for tax
purposes, which means that they are subject to income tax and
FICA withholding, and can gualify the participant for the EITC.

The entire grant may diverted to subsidize employment or the
participant may remain eligible for a residual grant. A State
may adjust the levels of the standard of need, and may vary the
standard of need for categories of reciplents or areas of the
State when apprepriate for carrying out a work supplemantation
program. A State may alse reduce or sliminate the amount of
earned income to be disregarded, and may provide the $30 and one-
third earned income disregard for the first nine months of work
supplementation placement, even though the full disregard
normally expires after four months. The maximum Federal payment
to a State for making payments to individuals and emplovers under
work supplementation may net exceed the ameunt which would
vtherwise be pavable if the family of the participant had
received the maximum AFDC grant payable to a family that size
with no income. Federal peayments are available for the lesser of
nine months or the number of months the participant was actually
employed in the progran.

Issuas: In States with ralatively low APDC benefits, work
supplementation is likely to be much less effective in generating
epployment opportunities, since the amount diverted to emplovers
is constrained by the size of the maximum grant for a family of a
given size. (This problem would be minimized somewhat if other
programs, such as Food Stamps were included in the proposal,
i.e., if the features of the work supplementation program were
extended to these progranms as well. This option has been
proposed by Rapresentagive Weber.}

Shonld the nine-month time limit on Federal payaments through this
program be removed, so that if AFDC benefits are eliminated or
curtalled, the "guaranteed ‘job¥ component would not end?

§

on-the~Job Trainina

Current faw: On-the~job training (OJT) is another of the
optional JOBS components. In OJT, the State reimburses an
emplover a portion of the wages paid to a participant during a
training period. States have considerable discretion &n
determining how much an esmployer is paid and for how long. 1In
OJT, a participant ig hired by a private or public employer and
while engaged in productive work, receives training that provides
knowledge or skills essential to full and adequate 4ob
performance. The OJT contract reimburses the extraordinary costs
incurred by the employer in providing training and additional
supervision. In this regard, it is different than the work
supplesgntation program. Payments to an employer may not exceed
the average of 50 percent of the wages paid by the emplover to
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the participant during the training period.

1
An OJT participant must be compensated by the employer at the
same rates, including benefits and periedic increases, as
similarly situated esplioyees or trainees, but at least at the
higher of the Federal or applicable State or local minimum wage.
OJT wages constitute earned income; Medicaid eligibility lasts
only as the long as the recipient receives AFDC, though the 0J7
placement itself can continue even iIf the family does not receive
AFDO. ;
Both OJT and work supplementation use a pool of funds to
subsidize initial employment, but work supplementation cannot be
used to fill any established unfilled position, while OJT can be
used for that purpose.! In addition, 2 number of specialized
budgeting rules applicable to work supplementation do not apply
to OJT. |

Issuss: OJT is 1ntandeﬁ to reimburse amplcyers for ths
Yextraordinary costs® af providing training and is not intended
to be an on-going employment subsidy. If OJT is to be a
mechanism for providing guaranteed jobs, its mission would have
te be redefined, :

should OJT provisions be revised to allow for the payment of more
than 50 percent of an employee’s wages? This may be appropriate
in cases where recipients are highly disadvantaged and the
extraordinary costs Qf Ftraining exceed 50 pearcent «f the wage
biil. s

Current Law: As part of JOBS, Néw York anéd Connecticut have
contracted with America Works., The firm places AFDC recipients
in private sector jobs that have "decent' wages and benefits.
Thay receive $5,000 for every person they place. They do net
collect the fee unless the individual remains employed after

»  The Pragrasszvz Policy Institute (1952, p.230} has
recommended:

Discussion: "The new adm;niﬁtratlon should expand efforts by
nonprefit Qrganxzatlans and even private businesses to place
welfare recipients in private jobs.... An alternative to
expanding public sducation and training programs is to let
private entities~~private and for-profit~-bid for the chance to
place welfare recipients in private jobs and keep part of the
money a state saves when someong leaves the rolls.”

} .
Supporters argue that the approach is likely to bave a higher
payoff than existing JOBS employment and training activities.
They cite the success of Americs Works, which provides intensive,
personalized support for welfare mothers after they take a job.
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They contend that the success rate is high because of the profit
inaanti}ég?or the private firms to make sure welfare recipients
gtay in their jobs.

ics contend that, the program has not been soundly gvaluated
d that America Works creams, Even though they serve a
disadvantaged population, some contend that the most motivated
and nmost Job-ready among this group are selected. Since there is
no solid evidence on its cost-affectiveness, and placement fees
are 80 high, the cost of implementing the proposal could be
substantial. They alse¢ note that this program could not be the
only program, since there are sope who do not get jobs and some
sort of provision would have to be made for then.

Issues: Should payméntﬁ for placements be adjusted for the
characteristics and barriers facing given clients, i.e., paying a
larger amount for thoese least job-ready.
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Current Law: Until recaently, the Targeted Joks Tax Credit
{TIT¢y, originally authorizad by the Revenue Act of 1978,
provided an incentive for hiring specific, targeted groups. {(The
TITC expired in June 1922, but may be reauthorized.) There are
nine targeted groups: 1) vecational rehabilitation referrsls; 2)
economically disadvantaged youth aged 18 through 22; 3}
economically disadvantaged Vietnam-era veterans; 4) SSI
recipients; 5) general assistance recipients; §) economically
disadvantaged cooperative education students aged 16 through 19;
7} ecenomically disadvantaged former convicts; 8) AFDC
recipients; and 8} economically disadvantaged summer youth
employees aged 16 or 17. Individuals are considered economically
disadvantaged if their family incowe during the previous 6-month
period was 70 percent or less of the Bureau of Labor Statistics
lower living standard income level. Target group membership must

be certified. e
e

[%ha credit genérally iﬁgaqual to 40 percent of the first §6,000

of gualified first~year wages paid to a member of a targeted
group. Thus, the paxinum credit is $2,400 per individual {except
for economically disadvantaged summer youth employees, who can
receive 40 percent up te $3,000 of wages, for a maximum ¢redit of
$1,2003. The credit is only available 1if the individual is
emploved for at least 90 days or has completed 120 hours of work
for the emplover (14 days or 20 hours in the case of economically
disadvantaged summer youth employees). Since the subsidy is in
the form of a tax credit, only firme with positive tax
liabilities coan take advantage of i,

The House Ways and Means Committee "Green Book" indicates that
over 445,000 employees gualified for the TITC, but acknowledges
that the Ynet increase in U.S. employment is probably less than
this amount bacause some of these employees night have been hired
without the credit, and, some noncredit employees might have been
displaced by the targeted jobs credit program.® Of the 445,000
certifications, 59,127 {or 22 percent} represented AFDC
recipients.

TITC has remained relatively small, despite being an open-anded
entitlement program. Bishop (1990) has identified four reasons
for the low participation rate by employsrs: 1) lack of
knowledge of the program; 2) administrative costs of
participation; 3) perceived lower productivity of TIT¢C eligibles;
and 4) lack of incentive for local managers.

Research findings: Programs using tax coredits to encourage
private sector hiring of specific groups of people have been in
existence since the 19608, PFor a hiring subsidy program to be
successful, employvers who take advantage of the program should
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hire more eligible workers than they would have hired without the
program. Research on these programs, as well as related
demonstration projects that have included cash payments in
addition to tax credits, have not found them to be too
s essful. The research gives several potential reasons for the
imited success these programs: the stigma of hiring an
economically disadvantaged person perceived as having low skills
and little work ethic, the perception that the extra work and
costs of the program are not worth the benefits, and lack of
knowledge about the program.

t/%pﬁﬁzz; of past and current programs indicate that they are
nderutilized and ineffective in raising the employment of target

group members. Of all individuals hired under the WIN Employment
Tax Credit Program, never more than 20 percent who were known to
have entered employment during the year were claimed by the firms
as tax credits. The results for the TJTC are even lower.
Economically disadvantaged youth aged 18-24, who make up over 50
percent of the individuals served in the program, had even lower
rates; in FY 1980, between 2.3 and 4.8 percent of all eligible
youth hired were claimed as credits.

One research study on these types of programs involved an
experimental design which measured the level of hiring for
individuals with a voucher that could be converted to cash,
individuals with a voucher that could be used as a tax credit,
and individuals with no voucher at all. The credit and the
subsidy were of egqual value, but the credit was not refundable.
The result of the study were that 13 percent of the tax credit
group, 12.7 percent of the cash rebate group, and 20.6 percent of
the control group found jobs. These results imply that employers
view individuals with a voucher identifying them as economically
disadvantaged individuals to be less desirable job candidates
(Burtless, 1985).

Another study, however, found that although employers do believe
that individuals with disadvantaged backgrounds will be poor
workers, those employers who unknowingly hired TJTC eligible
workers and were later asked to compare their quality of work to
other employees stated that the TIJTC eligible were just as
productive and sometimes even more so.

Employers are also less likely to participate in the program if
they perceive tgg_%g§E§=;o be too high. To participate, they
must learn abouf the program (including complicated eligibility
rules), establish a relationship with the administering agency,
and apply for certification of those new hires they believe to be
eligible. One study found that government outreach can increase
utilization of the program. Firms who were personally contacted
by an government representative were 63 percent more likely to
participate than firms who first heard about the program from
other sources (Bishop and Montgomery, 1986).
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Because ©f perceptions and costs related Lo the program, most of
the participation in the program is passive. Managers of firms
in industries that are hesavy users of the TITC were interviewed.
The pajority stated that screening of employees for eligibility
cocours after they are hired. Therefore, rather than recruiting
individuals who are members of & target group in order to claim
the tax credit, firms get the windfall for empioyees they would
have hired anyway.

Issues: Before aﬁmpﬁzng a progranm like the TITC as a means of
employing AFDC recipients, there are several issues to consider.
Should the program be targeted or should empiocyers be able to
claim a credit for any new amployee they hire? 1Is there a way
to prevent emplovers fror suing the ¢redit for employees they
would have hired anyway? Should the program give tax credits to
firms or should it offer cash rebates? Should vouchers be used
or should it be up to the firm %o certify the person as eligible?

At least one past program was not directed at target groups of
individuals. The New Jobs Tax Credit was used as a counter-
cyclical program to help speed up the recovery that was under way
in 1977, To gqualify, a firm had to experience growth of twa
percent. They could use the credit for any asplovee and for any
type of Jjok. There are several advantages to a broader type of
program. First, the stigma problem will no longer exist.
Second, firms prefer the less targeted programs, and would be
mere likely to participate. & drawback to a broader program is
that one could not guarantee that the most disadvantaged
individuals would be hired. However, depending on the extent of
the increased number of individuals hired, target groups may
actually be better off with a broader program given the low
utilization of the targeted programs.

!
Anvther problem with the targeted tax credit programs is that
firms often receive subsidies for persons they would have hired
anyway. This problerm can be partially remedied by paying
subsidies only for incresments o some get level of enployment
such as 102% of employment the year before. This strategy,
however can lead to churning - firms will hire one year and cut
back the second vear s¢ they can qualify for the credit in the
third year. One methed of reducing the churning effect is to
subsidize employees for a longex time or to reduce the subsidy in
tandem with the increase in productivity of the worker. However,
it may still provide windfalls to firms that would have axpanded
epployment anyway.
The experimental study discussed above also looked at employer
preference for iax credits or cash. Employers who hired
individuals with cash rebate vouchers were wmere likely to regquest
the rebates than those who hired individuals with the tax credit
vouchers, but they were no more likely to hire the subsjidized
worker. This finding gives some evidence that employers prefer
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cash Lo tax credits {(Burtliess 1885). For the government,
hovwever, tax credits are easier to administer. To disburse cash
repates, an additional administrative apparatus would have to be
established, adding to the cost of the program. ‘The issue of
making the tax credit refundable is alsco important. Although
this would add to costs, firms with no tax liability weould be
able to participate.

The pros and cons of vouchers versus firms taking the
responsibility for certification are discussed above. Youchers
should make the work easier for the firm, however, they often
lead to stigma against the individual. If the firm must take the
responsibility for certification, they often wait until after an
employee has been hired and then determine if he or she is a
target group member. In either case, firms are not using the
program to its fullest potential, and individuals who could
benefit from the program are not being served, A non-targeted
progran might increase the number of target group individual
served, however, the cost of the program would be much greater.

¥a bridies
Current Law: No provisioen; currently being tested in Canada.

Discussion: The goals of a wage subsidy are to: 1) raise the
wages (and incomes) of low-wage employees; and 2) induce the
enployment ©of those not worklng. It would pay.a worker a
fraction of the gap betwesen his wage and a target wage. For
exampie, 1t may pay 50 percent ©f the gap between the worker’s
wage and $7, the target wage. The lower the wage, the larger the
subsidy. A worker being paid $4 an hour would receive a subsidy
of $1.50, raising his total compensation t¢ $5.50 an hour. If he
then gets a raise to $5 an hour, his subsidy drops to $1 and his
total compensation rises to $6. A wage subsidy can raise the
reward for work irrespective of the worker’s initial level of
effort. For those with wages low enough to gqualify for a
gsubsidy, the fiftieth hour of work per week is as generocusly

subsidized as the first.
H

Thereg are several dravbacks to wage subsidies. The information
requirements make it more difficult to administer than an
earnings subsidy, since I1nfo6YHstisnonboth.the wage and hours of
work are required.  (NOLeT ~IBF HOSt WOEKer&, this informatioh is
available SH @ quarterly basis through Unemployment Insurance
records.) An earnings subsidy can be computed simply by knowing
the level of earnings, a number which is already available for
tax-purposes. In addition, as was the case with the EITC, there
ig’ no guarantee that work effort will be increased. A wage
ubsidy will make work affort mors attractive for those not
working. But for somedne already working, the subsidy will raise
income and thereby make work less necessary, slthough it does
raise the return to each hour ¢f work. As the vorker’s wage
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rises towards the target wage, the subsidy is reduced, which has
the effect of raising the marginal tax rate. (Hote: a worker
faces an increase in his marginal tax rate when his wage
increases, not when he works more hours.} Several researchers

{Rea,

1974; Bisghop, 1982} have concluded that, at least under

some wage subsidy proposals, work and earnings reductions would
slightly ocutweigh work and earnings increases. PFPinally, wage
subksidies may provide employers with ipcentives to pay less,
since they know the waga subsidy will offset part (or all) of the
reduced wage.

Issues: How large shodld the wage subsidy be? What
administrative apparatus would be used?

WAGES VS. SARCTIONS

———————

i
E

A kxey decision in a public sector jobs program is the wage that
$ to be paid participants, while in a CWEP program, it is the
ize of the sanction that is to be applied. For some programs,
ush as work supplementation and OJT, there are features of both

that can be applied, e/g., failure to work at a job means the
participant loses wages, but is able to retain AFDC, though at a
reduced amount (the sanctionj. Tables i -~ 3 illustrate how
varicus options compare to current law AFDC/Food Stamp benefits
for a family of three in three States: a high AFDC benefit State
(Vermont); the nedian State; and a low AFDC benefit State.
Combined monthly AFDC/Food Stamp benefits in these States, as of
January 1982, were $858, $643%, 5441 respectively.

wage Rate Options

There are three principal options.

()

Community serwvice jobs could pay 3 i
the rate of pay for individuals ampzay&d in tﬁ& same or
similar occupations by the same employer at the same site,
Paying above-minimum wage rates on community service jobs
could increase work incentives and reduce poverty amony
families with ¢hildren. BSuch wages would also reduce other
public costs, such as Food Stamp payments. However, if
wages on community service jobs are higher than those
typically available to welfare recipients in the community,
the program could actually exacerbate welfare dependency for
some, by encouraging them to remain on welfare to qualify
for these jobs and could even induce some peaople to ¢go on
lfare. In addition, it may create disincentives for those
in such jobs to find unsubsidized employment. Paying
prevailing wages could alsc significantly increase the cost
of the proposal. jCanarsely, given a fixed budget, a
prevailing wage rate would reduce the number of community
service jobs that could be created.
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Since the “prevailing wage" is likely to vary from job-to-
job, what criteria would be used to place individuals in
these jobs? Would such criteria be perceived as fair?

Community service obs could pay the minimum wage. This
would ensure that those whe work are compensated at a level
scciety considers acceptable, but since the wage would be
the minimum wage, it would maintain incentives for workers
to f£ind unsubsidized employment paying above the minimum
wage (or even minimun wage employment, where there are
opportunities for future advancement). (This argument ia
based on the assumption that universal health care coverage
i be anacted and child care is available and affordable;
herwise, loss of transitional Medicaid and child care
benefits could discourage families from leaving welfare

" through work.) Garfinkel and McLanahan (1%86, p. 188) note

that "paying only the minimun wage will nminimize the number
of workers who will leave private employment for a worke
relief job, ¢reate a slight incentive and a c¢lear socia)l
message that private employment or civil service public
employment is preferable te work relief employment, and thus
help to make the cost of the program politically
acceptable.” However, the cost of providing a “job, even at
the minimum wage, can exceed the cost of providing welfare
benefits for a family,” particularly in States with 16W AFDC
benefits and/or for small family units, In addition, those
placed in community services jobs may feel resentful if chey
are paid less than the prevailing rate paid to other
employees, while traditional workers may view the lower

/wages paid to community services workers as a threat to

their -iobh security. [———

Should the higher of the Federal or applicable State minimup
wage be used, as under the current JOBS program for
determining CWEP hours, or should the Federal minimum wage
ke used to achieve national uniformity?

Communit? servie&gjabg could pay‘alightly less than the

minimum wage. P{§ggﬁﬁggﬁwn£mpa¥1ng_alighzlxwlaas han
minimum wage, contend that this would increage incentives

for Gnsubsidized empioyment, since virtually all S§Gan™
employme

- would pay a higher wage. It would also reduce
of a community service jobs program. Opponents
argue that paying less than the minimum wage could be
igmatizing and makes it more difficult to support a
family. However, expansions in other programs, such as the

ITC and universal health care coverage, can alleviate this
concern. It may also oreate resentment among the community
services workers and exacerbate job security fears among
traditional workers.

lasues: Should individuals participating in these programs be
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given their earnings only after performing their reguired work
obligation, i.e, should the "paymwent after performance”
provision, currently an AFDC-UP option, be adopted for the work
program?

Should individuals who fail to participate in the community
service jobs preogram he allowed to terminate nonconpliance
imnmediately by participating? Would those who repeatedly drop
out of the program be allowed to do the same? Under current AFDC
sanction policy, those who receive a second sanction receive
reduced benefits for at least 3 months, and those sanctioned for
a third or subseguent tinme receive reduced benefits for a minimum
of 6 months. 3Should these sinimun periods be adopted for those
receiving wages. Proponents of a minimum time pericd for those
who repeatedly drop out could argue that creating employment
opportunities is costly and scarce resources should not be used
for those who do not take the work requirement seriously.
Moreover, such individuals would typically not find employment
immediately on demand if seeking unsubsidized employment.
However, not allowing individuals who have previously failed to
conply to begin participating immediately would reduce family
income and the immediate well-being of children. {The issue of
the time period would probably be best determined in conijunction
with the size of the penalty; with a meodest sanction, the minimum
time periods could be continued, as under current policy,
whereas, with a harsher systen of penalties for noncompliance,
consideration could be given to shortening or eliminating the
time periods altogether.)}

H

Sanction Ontiang

In the JOBS program, a non-exempt person can be
f she, without good caupe, fails to participate in
JOBE, refuses Lo acgept enployment, terminates earnings, or
duces earnings. [If an individual is sancticned, she is removed

I ———————

current

Trom the AFDC grant, and the grant to remaining family members is
lower) In an AFDC~UP family, both pa?ﬁﬁ?ﬁ‘wi be sanctioné&g
unl the second parent is participating in the program. The

size of the sanction varies from State to State {e.g., it is $105
in Vermsnt, but only $26 in Alabana). If an individual who is
sanctioned is the parent or caretaker, payments for the family
will be made as protective payments, f.e., to a third party for
the needs of the non-sanctioned assistance unit menbers, unless
the State is unable to locate an appropriate payee after making
reasonable afforts. In addition, with a JOBS sanction, the
sanctioned individual loses AFDU~linked eligibility for Medicaigd
{though eligibility may be established under some other
criteria). The first sanction lasts until failure to conmply
ceases. The second sanction lasts the longer of 3 months, or
until failure to comply cesses. The third and any subsequent
sanction lasts the longer of 6 months, or until the failure to
comply ceases.
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an individual may not be sanctioned if she has “good cause,®
which must include: the absence of needed child care; that a job
would reguire a parent to work more than 20 hours a week; or that
a job would cause the family to suffer a net loss of cash income.
States can also define other circumstances that constitute good
cause, such as illness or incapacity, inclement weather, and
breakdown of transpartaﬁiaa, to name but a few of the criteria
used by States.

optisns: There are m%ny options for imposing sanctions, some of
which are described below.

0 Retain current law. Under current law, the needs of the
individual are removed and she may lcose Medicaid eligibility
as well. Those in favor of keeping the current sanction
contend that it can send the appropriate message to
recipients, without inposing an unduly harsh penalty on the
family, especislly the children. MNoreover, States have
experience with the current sanction system. Critics of
retaining current law would argue that the size of the
ganction is relatively swall, especially when increases in
ether needs~based programs are included (e.qg., Food Stamps
and housing assistance) and may not change behavior.

o End AFDC benefits for the entire family. This would
represent a true fime-limited program. BAdvocates of this
approzch argue that it sends the clearest signal that AFDC
is intended to be transitional and that while receiving
assistance, individuals must seek or prepare for employment.
Hereover, they could still retain other assistance benefits,
such &s Feood Stamps and possibly Medicaid. Critiecs contend
that the penalty would be too harsh and that children would
suffer because of the actions of their parents.

o Reduce AFDC banefits by a specified amount, e.g., 30 to 40
percent. This would be harsher than the current sanction,
ut not as harsh as complete denial of aid.

Issues: Will individuals who have good cause for not
participating be allowed to receive AFDC benefits, even if they

have-Bxhausted their time limited asgistance? Propenents of
coritinuing good cause exemptions could argue that this would
rotect families if they are unable to participate due to factors
beyond their control. Opponents of such a provision could argue
that the intent of the time limit is to simulate the real world,
where individuals who, do not work do not get paid. ({However, in
the real world, these same individuals may e able to fall back
on AFDC and cther welfare programs.) If good cause is permitted,
should Federal criteria be developed? Otherwise, the good cauge
provisions could be abused to exempt €0 many individuals or,
conversely, not excuse all those with legitimate reasons for not
participating.
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Should the current minimum time periods for the second ang
subsequent sanctions be retained? This issue is probably best
resclved in conjunction with the determination on the sige of the
sanction.

Will Medicaid eligibility for other programs, e.g, Food Stamps,
housing assistance, and Medicaid also be terminated or reduced
for those who fail to comply. Currently, the JOBS sanction
results in removing the person’s needs from the grant, which alsg
means the person isn’t eligible for Medicaid through the
categorical link to AFDC {though the person may be eligible
otherwise}. While AFDC recipients are generally exempt from
participation in the Food Stamp Employment and Training (E&T)
program, Food Stamp recipients are subject to sanctions if
reguired to participate in that program and they fail to do so.
proponents of including other program benefits in the sanction
note that AFDC is 1just part of the total public assistance
packags, and in some States, just a small part sf that package.
They argue that limiting the sanction to just AFRC would not
create a meaningful incentive to find unsubsidized employment or
participate in a community service job, Opponents argue that
larger sanctions could jeopardize the well«baing of children.

1

The Differential

An alternative option, which was part of President Carter’s
Program for Better Jobs and Incomne, would be to provide a
different basic benefit, depending on whether the family unit
includes an adult expected to work full-time, part-time, or not
expected to weork. One possible break-out would ke to include one
parent in a two-parent family and a single parent with 2 child
over six in the group expected to work full-time, single parents
with children between the ages ©f cne and s8ix in the group
expected to work part~time, and single parents with children
under one or with other exemptions in the group not expected to
work. Those expected to work full-time would receive a lower
basic benefit than those expected to work part~time who in turn
would receive a lower benefit than those not expected to work.
The lower benefit levels for those expectad tO work would be
based on the assumption that a private or public sector job would
be available to the adult expected to work. An advantage of this
approach over the sanction appreach is that it does not involve
the administrative burden associated with imposing sanctions. By
lowering benefits, it would increase incentives for work.
However, to be effective, a large number of public mector jobs
would have 4o be created in a short peried of time.

DISPUTE RESOLUTION

Curreant Law: Each State pmust have a conciliation procedure to
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resolve disputes about program participation. It must also
provids for a hearing process, and for a right to a hearing
bafore an AFDC grant is suspended, reduced, discontinued, or
terminated.

Isgues: If a commwunity service jobs program is developed where
the jeobs pay wages, will the penalty for not participating in the
work program mean that participants don’t receive a paycheck
{i.e., payment after performance) ¢r will those who believe they
were unjustly treated be able ¢6 appeal, as under current law,
and receive "aid paid pending?* How would disputes over
nonperformance be reselved?

Kaus {1%%2, p.25%) has described the problem and a possible
eption ag follsows: “Could guaranteed-jobholders be fired?
Certainly we want a neo~WPA in which people whe show up drunk,
who ghow up high, or who pick & fight with their supervisor would
lose their debs {though they could show up again after a decent
interval}. ‘there is a danger that the courts would declare the
WPA dohs to be ‘property’ under the Fifth Amendment and impose
debilitating ‘due process’ regquirewpents that had to be met prior
to any disnissal. Congress could make this constitutional clain
less tenable by providing basic procedural guarantees {such as a
rudimentary hearing), and by making it cleayr that this is all
nec~-WPA workers have a right to expect.”

DISPLACEMENT PROVILIONS

Qurrent Law: No work assignment under JOBS may resgult in: 1)
displacement of any currentliy employed worker or position
{including partial displacenent such as a reduction in hours of
pvertime work, wages, or employment benefits) or result in
impairment of existing contracts for services or gollective
bargaining agreements; 2} eaploynment or agsignment of a
participant or £illing a position when any other individaal is on
layeff from the same or equivalent pesition, or the esmployer has
terminated the employment of any regular employee or otherwise
reduced its workforce with the effect of £illing the vacancy so
created with a participant under the program; or 3} any
infringement of promotion opportunities of currently employed
individualis. No participant in a2 work supplementation component
or work experignce program may be assigned to fill any
established unfilled position vacancy, though they may do o in
OJT, {The Bush Administration, as part of the "Welfare
Employment and Flexiblility Amendments of 1§3%2," proposed relaxing
these restrictions by allowing the placement of welfare
recipients in vacant existing positions.)

Discussion: No proposal has envisioned replacing existing
workers or these on layoff from their jobs; however, there is
some support for modifying the displacement provisions as they
apply to vacant positions. Supporters of this change argue %that
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the displacement provisions limit the number of jobs that can
created. They contend that easing these restrictions would save
taxpayer dollars by allowing AFPDC recipients (or former
recipients} to take such joks. For example, Kaus (1992, p.134)
argues: ¥...pragmatism, as well as fairness, reguires that no
current government workers be lald off. But as those workers
leave through natural attrition, the government should be free to
replace them with guaranteed jobholders not subject ¢
"prevailing wage" requirements.® (Kaus believes those in
guaranteed jobs should be paid slightly less than the ninimun
wage to make unsubsidized eazployment more attractive.) ‘To the
extent that goverrnment costs are reduced by not having to hire
additional workers (since some vacant positions could be filled
by those in community service jobs), the savings can be used to
reduce taxes or finance other projects; either way, they argue,
other Jobs will be created elsewhere in the economy.

Opponents argue that changing this policy would lead to the
unexmployment of others, would put less-gqualified individuals in
these positions, and could create workplace tensions by paving
different wages to workers performing similar tasks.

OTHER ACTIVITIES

i
Should AFDC recipients who have reached their time limit and are
reguired to work be allowed to participate in some other activity
in lieu of work? Should AFDC recipients who are preparing for
exployment, but who yeach the end of their time on AFDC without
completing their JOBS activities be allowed to continue in such
activities? .

Current Law: Beginning in FY 1994, one parent in an AFDC-UP
family will be required to participate in a work progran.
However, the Family Support Act made twoe exceptions te this
general rule. First, those in the first two months of receipt
can be excused if they participate in intensive job search.
Second, and more relevant to the proposed time limit/work
regquirement, States are allowed to substitute education for thoze
under age 25 who have not completed high school or its
eguivalent.

Individuals in selected JOBS components may be allowed to
complets those activities, even if they become ineligible for
AFDC during the course of their participation.

]
Discussion: Allowing recipients to participate in activities
other than work may be appropriate, if such other activities are
more likely to lead to greater self-sufficiency. Such activities
may be especially appropriate for certain subgroups of the AFDC
population, e.g., teen parents. For example, Sawhill (139%2,
pp.5-6) peints out: "By all accounts, long-term welfare
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recipients are a very disadvantaged population. Forty-three
percent have less than 12 years of schooling (compared to 12
percent of all women), %6 percent score more than one standard
deviation below the mean on the Armed Forces Qualification Test
{vs, 17 percent of all wonen), 51 percent have low gself esteen
{vs. 30 percent of all women), 34 percent have not worked in the
past 5 years (vs. 5 percent of all women), and 5 percent have a
health problem that prevents them from working {vs. 2 percent of
all women}." She also adds (p.6): "Deciding whether to permit
extensions is made harder by the absence of solid research on
what to expect from a full two years of intensive educstion,
training, or work experiences. This is because most of the
earlier welfare-~to~work efforts that have been studied wers
short-tern and focused on job placement, rather than human
capital development.”

sawhill (1992, p.8) also warns, "Unless carefully circumscribed,
permitting extensions may send the same mixed message about the
rules of the new system’'as allowing exemptions. To minimize this
effect it may be necessary to permit extensions for educational
or training reasong only for a specified time period in a limited
nunber ©f casas, where, . in the judgment of a case worker, they
would improve significantly a recipient’s prospect for self-
sufficiency.¥ However, if recipients know that they can be
excused from the work requirement, they may have less incentive
to participate in JOBS as soon as possible, since they nay feel
they can delay enrcllment in the alternative activity until the
time limit is reached; thus, safeguards against such hehavior may
also be necessary, perhaps by limiting extensions to those who
have used their two-year period productively. Also, if such
extensions are permitted, it would be important 0 ensure that
the alternative activities are substantive and are beling
completed at a reasonable pace, given individual circumstances.

OTHER I5SUES

Given the high cost of public sector jobs, and the fact that job
search has been shown t¢ have a positive impact on employment,
should participation in job search be reguired before placement
in a2 community service job and periodically throughout
participation in a community services jobs program? (President
Carter’s PBJI welfare reforn proposal would have refarred an
individual back o job search after 52 weeks of PSE employment.)
Proponents argue that this would reduce the coest of the community
service jobs program and increase the number of welfare
recipients {or former recipients) in unsubsidized eaployment.
Critics contend that, while programs with a job search component
have been effective for some groups, they have not been effective
for others. In particular, job search has had inconsistent
impacts for the most disadvantaged welfare recipients and could
waste scarce resources if required of everyone. If this
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requirenent is imposed, should it be after the time limit on
assistance has been reached, or just pricr te that? sShould it be
for everyone or just those subgroups where there is likely to be
a positive impact?

Should AFDC recipients who have not exhausted theixr time limited
banefits be allowed to volunteer for participation in a community
service job? Proponents contend that this would produce the
degired behavior and the community would receive something in
exchange for its assistance. Critics ¢ould peint ocut that CWEP,
work supplexentation, and OJT are already JOBS components which
racipients could valunteer for; however, if the community service
jobs program were based on the public service employment model,
allowing AFDC recipients to velunteer could substantially
increase the cost of the program {especially if prevailing wages
are paid) and could even induce some people to go on welfare,

“no would be responsible for creating community services jobs?
The Federal, State or local governments, and/or the private
sector?

What steps can be taken to ensure that community service jobs do
not become permanent jobs for those who exhaust thelr AFDO
benafits (e.q., pericdic job search and paying the minimum {or
lower} wage would provide incentives for unsubsidized
employnent)?



APPENDIX A: HNOT ENOCUGH JOBS?

Since there is a possibility that as many as three unillion
community service jobs will need to be c¢reated, some have raised
the objection that there aren't encugh useful jobs that can be
created. Critics of this argument point out that States and
iocalities have, in the last decade, cut back on many useful public
services and that there are numercus opportunities for job
creation. Horeover, one potential source of employment is
rebaziﬁing the 1nfrastru¢tﬁra, a major policy initiative outlined
Putti ) . Some way object that these jeobs would
be apprapr:ate, since most involve physical labor and the
p 1ncipal target group of the community sexrvices jobs program is
ywomen. Kaus (1992, p.132) addresses this coriticism by noting:
"Women can £ill potholes and paint bridges {(and water lawns and
pickup garbage) just as women can be telephone repairpersons and
sallors. Anyway, there are zlsc many non=arducus jobs that need
doing: nurse’s aides, Xeroy operators, receptionists, clerks, and
cooks,®* @arfinkel and Mclanahan (1886, p.l46) also poeint out that
“if it was possible to create 3.5 million Works Progress
Administration (WPA) jobs in the midst of the Great Depression, it
must be technically possible to find or create a like number now,.®
While such a program has not been implemented for welfars
reciplents, they add (p.148): "8imply because something has not
been done to date does not mean that it cannot be done in the
future.," -

A second ebiection related to these jobs is that those reguired to
work will net have the skills to perform the tasks adequately.
According to MDRC, supervisors of welfare recipients in workfare
pregrans have rated them as highly as regular entry~level workers.

i

A third objection jis that the jobs created would be make~work.
while this is a possibility, others also note that the jobs created
during the depression in the WPA resulted in the creation of many
useful public works projects,
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APPENDIX B: STAFF/PARTICIPANT VIEWS REGARDING
MANDATORY WORK PROGRAMS

Surveys by MDRC daalin& with the reaction of State agencies,
participants, and the public to mandatory work experience

programs_are overwhelmingly poasitive. Although these programs
were differen® than a comfunity service jobs program, they

indicate that mandatory participation can be viewed positively by

both participants and administrators.

o

In West Virginia, 60 percent of supervisors felt the work
performed by male: CWEP participants was a necéssary part of
their day-to-day business, while 79 percent felt this was
true for female CWEP participants. One hundred percent of
the supervisors rated male CWEP participants the same or
better than ragulayr, new employees in terms of job
performance, attendance, behavior, job skills, and maturity,
while 94 percent of the supervisors rated female CWEPD
participants as highly. A majority of CWEP participants
also reported that they had learned sonmething new in their
CWEP positions: this was reported by 64 percent of male
participants and 59 percent of female participants.
Finally, 90 percent of male participants and 82 percent of
female participants viewed the work regquirement as being
fair. ’

In San Diege, 78 psrcent of surveyved supervisors felt that
the work performed in CWEP was important to their agencies
and not Ymakeework.® Sixty-three percent of the supervisors
surveyed felt that the CWEP participants were at least as

productive as their regular employees and 57 percent of
ﬁartiaipants felt 'that they had learned something new on the
ob. :

In Maryland, 98 parcent of supervisors considered the work
performed under work experience t¢ be a necessary part of
their day-to-day business, while 78 percent of participants
shared this view. Fifty~twoe percent of surveyed supervisors
felt that the participants were at least as productive as
their regular employees and 70 percent of participants felt
that they had learned something new in their posxitions.
About 60 percent of participants believed the work
regquirement was fair.

In Virginia, 83 percent of both supervisors and participants
responding to a survey indicated that they felt the CWEP
work was necessary. Seventy-two percent of CWEP
participants felt they had learned something new in their
positions, and 83 .percent felt that the reguirements were
falr.

In Arkansas, 79 percent of supervisors and 77 percent of
participants felt 'that the CWEP work performed was
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necessary. sgventthhraa percent of supervisors felt the
participants were at least as productive as regular
enplovees, Eighﬁy~$ix percant of participants felt that
they had learned something new in their pesitions, and 73
percent felt the regquirements were fair.
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RESEARCH ON THE EFFECTIVENESS OF EMPLOYMENT
ANRD TRAINING PROGRAMS

BACKGROUND

The Federal gevernment has a long history in employment and

training activities. During the Great Depression, it eastablished
the Works Progress Administration (WPA), which established
massive public works and public service employment programs to
asgist millions of the unemployed. The Manpower Development and
Training Act (MDTA), passed in 1962, was designed to assist
workers who had haeen displaced by technolcegical change and
provided vocational and on-the-job training. The program
initially served primarily those with extensive work experience,
but jits emphasis was later changed to serve the hard-core
unamployed, The Emergency Employment Act of 1971 authorized the
first major job creation program since the 1%30s, known as the
Public Employment Program (PEP), which spent $1 billion in 1872
and $1.2% billion in 1973 to create Jjobs within State and local
governments. The Comprehensive Employment and Training Act of
1873 consolidated many of the programs created during the 1560s
and 1670s; it emphasized training, but maintained a public
service employment (PSE) component for high unemployment areas.
PSE was expanded in the mid-1870s when unemployment grew.
Spending on the PSE programs grev rapidly and in fiscal year
1980, they claimed about $3.8 bpillion or 41 percent of the total
$8.9 billion in CETA outlays. In 13582, CETA was replaced by the
Job Training Partnership Act (JTPA}: its focus was training and
there were no funds for any form of direct 4o0b creation.

In addition, numercus welfare-to-work programs were rigorously
evaluated by the Manpower Demonstraticon Research Corporation
(MDRC) during the 1980s. These included relatively low-cost
interventions such ap job search followed by work experience and
training, as well as more intensive training programs. The
former were generally mandatory programs, while the latter were
veluntary. ’

The Federal government has alsc used the tax system to encourage
job creation. For example, the Targeted Jobs Tax Credit ({TJITC),
authorized by Revenue Act of 1978, offers employers a taw credit
for hiring workers from certain groups, including the
econonically disadvantaged, welfare recipients, and the disableq.

RESEARRCH ON WORK PROGRAMS

There is research on a variety of subsidized employment programs.
These include: public service employment, where participants are
provided jobs in the public sector; work experience programs,
vhere participants are provided subsidized employment, with a
foous on instilling basic work habits and attitudes rather than
to teach specific skills; subsidized on-~the-~job training, usually
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in the private sector, which subsidizes enmplovers for part of the
wages of untrained persons and where there iz an expectation that
these persons will continue to work for the firm or organization
that trained them; supported work, which congists of the c¢reation
of a protected working environment where participants can learn

_basic work habits: and earnings or wage subsidies, which are paid

to employers &8 an incentive to hire disadvantaged workers for
existing private sector jobs.

The research findings summarized in the following sections seek
to identify net impacts on earnings, employmant, welfare
payments, and the incidence of welfare receipt. In addition, if
availakle, results from cost-benefit analyses from the
perspective of participants, the govermment, taxpayers, and
society are presented. For participants, the key question is
whether increased earnings outweighed the leoss in benefits and
increase taxes. Whether work programs are cost-effective for
government depends on whether the savings associated with reduced
AFDC and other transfer payments, along with added tax revernuas
from increased earnings, outweigh the costs of operating the work
programs, including the added cost of support sexvices. The
analysis from the taxpayers perspective adds the value of sutput
produced by program participants. The final perspectivs is that
of society as a whole, which includes both participsnts and
taxpayers. Viewed in this way, if a progranm provides gains to
one group but an equal l1oss €0 another, it would be considered as
providing no net gain, but simply as a transfer from one to
ancther.

While the findings from these studies can be useful in designing
a work progranm for long-term AFDC recipients, the results should
only be viewed as suggestive. Differences between the programs
and target populations, the enmvironmental context in which they
were conducted, and their evaluation designs makes comparisons
between the programs and inferences with respect to the design of
a new program difficult. In particular, even where rigorous
evaluation designs were used, it is important to remember thar
many of the programs tested were voluntary; it is unclear what
the impact of mandatory programs would be. In addition, most
research on the impact of these programe on welfare recipients,
includes mothers whose youngest child is six or olider.
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AFDC WORX PROGRAMS

Several work programs for AFDC recipients suggest that such
programs mway have positive effects. The findings from these
programs are summarized below, saparately for women and nen.

WOMEN

Supported work

ational Supported Work Demonstration tested the effects of a
ghly structured work experience progran on four targal groups:
ong-tern AFDC recipients, ex=-addicts, ex-offenders, and youny
Isehool dropouts. The progranm included peer group support,
graduated stress, and close supervislon as program technidues:
initially, work standards on the jobs were relatively
undemanding, but they were increased over time to approximate
those of private sector jobs. Nonprofit corporations established
small factories or work crews which progduced goods and services
and halped pay for the project. Participation in the program was
veluntary., Participants received wages for their work, which
reduced their welfare benefits. After 12 to 18 months,
participants were expected to leave their Supported Work 4§obs,
regardiess ¢f whether they had found cother employment. The
enphasis was on the development of work habits, basic work
skills, anﬁ motivation to enhance employability.

Th

For AFDC racapzents to be eligible, they hagd to have: 1) been on
AFDC continuously fer the past three years: 2) to be female: 33
to have ne child less than six years ¢ld; and 4) to have worked
very little during the preceding six months. For the AFDC target
group, most of the jobs were in the service sector. Guidelines
for Supported Work provided that the wage rates be based on, but
ke below, the wage that participants might be expectied to sarn on
a regular job, subject to the constraint that the wage was never
to be below the legal minimum. Women in the program had averaged
nine vears of AFDC receipt.

In the third year of the program, experimentals in Supported Work
earned an average of $1,076 (23 percent) move than controls {see
Table Y. This increase in earnings was due not to any
significant change in employment rates, but due to increases in
hours worked (18 percent) and hourly wage rates (12 percsnt).

The program also led to a $401 (10 percent) reduction in average
AFDC payments in the third vear of the program and reduced the
incidence of AFDC receipt by 7.1 percentage points (10 percent)
by the end of that year. The program had the greatest impacts on
the most disadvantaged ~- those who had not completed high
school, who had received AFDC a long time, or who had no prior
work experience.

The cost-benefit analysis indicated that the benefits from both



the taxpayer and the gocial perspective exceeded the costs.
Xlthough the evaluators point out that the program was not gquite
costweffactive 1f only the benefits during the 27-month follow-
up period wvere considered, if the impacts continued to decay at
the chserved rate of I percent a year, then the program would be
considered cost effective. Even with guch projections, howaver,
the program was not cost effective from the participant's
perspective, because the increase in their earnings did not
compensate for the reduction in their welfare benefits.

While the results are suggestive for leong~term AFDC recipients,
the results for new applicants and recipients who have not been
an the rolls long, even those likely te be long-term recipients,
may be quite different, besause such applicants/recipients will
net, even after two yvears, have the same avervage welfare duration
{nine years) as Supported Work participants. In addition,
Supported Work was a voluntary program; it is not clear what the
impacts would be for a mandatory program.

The AFDC Homemaker-Home Health Aide Demsnstrations and operated
in seven spites. It targeted women who had been on AFDC for at
least 90 days and reached a diverse group of welfare recipients.
The program provided four to eight weeks of formal training "in
the skills needed to provide homemaking and health services to
functionally impaired persons in their own homes, " followed by up
to 8 vear of subsidized euployment. Most of the participants had
lovw sducational levels (40 percent had not grasduated high school
and only 20 percent had any training beyond high school) and no
recent work experience (the average participant had not worked
for 3 years).

In the third year of the progran, exparimentals in the progranm
earned an average ¢f $1,121 nore than controls and incresged the
empioyment rate by 8 percentage points, while combined APDC and
Food Stamp benefits were $343 lower (see Table _ ). The earnings
gains were primarily from increased employment rates, though some
sites also had statistically significant gains in wage rates.

Heow Jdersev OJT

New Jersey offered OJT placements in the private sector of up to
six months, but program participants could alse receive other WIN
services., It was expected that employers retain those who
performed satisfactoerily as regular full-time employees. The
Program was voluntary. |

Tha program led to earnings gains of almost §551 {14 percent) ang
reduced AFDC payments by 5238 (11 percent) in the second year of
the program (see Table _}. Because there was no increase in

employment, this suggests that participants found jobs that paid



higher wages or more hours.

Maine

In Maine, carefully screened AFDC recipients were offered a fixed
sequence of services, consisting of 2 to 5 weeks of pre-
employment training in job search and job~holding skills, up to
12 weeks of half-time unpaid work experience in the public or
non-profit sector, followed by placement in an OJT-subsidized job
in the private sector for 6 to 26 weeks, where employers received
a subsidy equal to 50 percent of wages for 6 months. The program
was targeted to recipients with substantial barriers to
employment. Nearly two-thirds of TOPS participants had been
receiving AFDC for more than two years, and only one-third had
any recent employment experience. The goal of the program was to
provide jobs that paid more than minimum wage and ocffered
cpportunities for advancement.

The program led to earnings gains of $941 (34 percent) in the
third year of the program, but there were no statistically
significant reductions in either AFDC payments or the incidence
of welfare receipt (see Table _). The earnings increase was due
both to participants receiving higher wage rates and to an
increase in hours worked. The total income of participants also
increased, due at largely to the fact that the earnings of
participants were higher, while their AFDC benefits did not
decline. Evaluators believe the lack of impact on AFDC payments
is due to the fact that Maine, unlike most states, calculates
AFDC benefits in a way that permits working recipients to earn
more income before their AFDC benefits are reduced.

1t emale Single ent

The Minority Female Single Parent (MFSP) Demonstration provided
intensive education and training to minority adults who
volunteered to participate in the program. The demonstration was
conducted in four different cities. Although all of the sites
achieved significant gains in GED attainment, there were no
positive impacts on earnings, employment or welfare receipt at 3
of the sites 12 months after the program began (see Table _ ).
One of the programs (the Center for Employment Training [CET] i
northern California) did experience positive impacts on
employment and earnings. The key distinguishing feature between
CET and the other three sites is that it placed an emphasis on
the combination of training supplemented by education and
"general employability training.™

|

Work Experience: San Diego I

While unpaid work experience was a component was a component in
many of the evaluations of welfare-to-work programs done by MDRC

t



in the 1%80s, there iz very litile research on the program in
iselation. According to Gueron and Pauly (1892, p. 166}, “there
is little evidence on whether unpaid work experience, following
job search or alone, has any independant effect on progranm
impacts.® One demonstration, San Diege I, included a teat of
adding 3 months of CWEP after initial participation in dob
saareh, Gueren and Pauly (1992, p-1868) report: “The overall
findings for AFDC applicants indicate that the addition of CWEP
after job search did increase program effectiveness, but the lack
of consistent results across cohorts enrolling during different
labor market conditions suggests that, at most, the incremental
inpact was small.®

MEN

Although some research by MDRC suggests that welfare-~to«work
programns can increase the earnings cf men and be ¢ost effective
for taxpayers, the programs tested were typically low~Cost
workfare type programs; there is no researprsh on more intensive
interventions fer men receiving AFDC.

HWork Experience

Research by MDRC has shown that a job search/work experience
reguirement can increase employment/earnings or reduce welfare
dependency and be cost effective for the AFDC~UP population,
primarily adult men (sae Tabls _ }.

o In SWIM, sarnings were $500 (18 percent} higher in the first
year of the program: however, in the second year, the
earnings increase was not statistically significant.
Employment was 6.5 percentage peints (17 percent) higher at
the end of the second year of the program. Average AFDC
payments were $551 (12 percent] lower in the second year of
the program. (Unlike other MDRC evaluations of AFDC-UP, the
sanctioning rules for AFDC-UP families participating in SWIM
were changed, so that only the head of the case lost AFDC
benefits when a sanction related to the work requirement was
isposed making it more conparable to JOBS.) The evaluations
of cost-effectiveness from the participant's standpoint
indicated that AFDC-UP men broke even in S8WIM (with their
earnings gains about matching their losses from AFDC, other
transfers, and tax payments). The net present value of the
program for taxpayers and the government budget ranged from
$1,730 to $2,050 per experimental.

o In San Diego I, there were no statistically significant
impacts on either employment or earnings, but the progran
only served applicants. Since research has consistently
found that first-time applicants {i.e., these nost job~
ready) generally don’'t benefit from these services, it is
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not surprising that this program did not show positive
impacts. (Principal earners in AFDC-UP families are
especially likely o be job-ready, in part, because the
eligibiiity criteria for the AFDC~UP program reguire a
recent attachment to the work force.) Average AFDC payments
ware $374 {14 percent) lower and the incidence of welfare
receipt was 5.7 percentage points {14 percaent} lower in the
firat year of the program. The net present value of the
program for taxpayers and the government budget ranged from
$1,060 to $1,410 per experimental. The men in the San Diego
I program incurred net losses,

o In West Virginia, there were no significant impacts on
either employment or earnings; after a year-ande-a~half, the
incidence of AFDC recelipt was 6.9 percent lower and welfare
payments had declined by $229 (12 percent) during that time
{Friedlander et al., 1986, p.__ ). However, the precisgzion of
these findings is unclear because the evalvation did not
invelve the random assignment of individuals, but of
gounties. Ag a result, adjustments had toe be made for
differences in labor markets and the characteristics of
welfare reciplents.: While the results are less rigorous,
the program is in some ways more relevant for sssessing the
feasibility of the AFDC-UP participation rates, since it
tests the impact of a program with unlimited duration and
high participation rates. The study found that reductions
in welfare benefits for the UP caseload ware large enough so
that the program was cost-effective from the government
budget standpoint and when the value of CWEP gutput is
added, "the total value of the saturation medel to taxpayers
pecomes highly positive.®

¥
Utah's EWP Prodgram

Utah's Emergency Work Program (EWP) includes a strict work
requirement (Janzen and Taylor, 1981), with participation egual
to 40 hours a week, and a time limit on assistance. However, its
design was not rigercous and the impacts should only be considered
a very rough approxisation of the direction and magnitude of
program impacts. While the MDRC evaluations are based on
experimental design, they generally include activities other than
a strict work pregram. The evaluation of Utah's progran
indicates that the time limit had only a minor effect on the mean
length of stay (9.3 weeks for sites with the six-month time limit
compared to 11.1 weeks for sites without the six-month time
limit). The evaluation of Utah’s program found increases in
employment and an especially impressive reduction in the mean
welfare spell {(a reduction from 10 months to 10 weeks)., As &
result, it was also found to be highly cost-affective, compared
to the conventional program. The 40-hour per week performance
requirement was viewed as a key progran design feature of Utahts



EWP progran. Payment after performance, a feature of the Utah
plan, is intended to simulate the real world, in which wages are
paid only after work is performed.  This provision may better
prepare welfare recipients for work. Utah considerad the payment
after performance provision critical to the program's design,
becsuse it Pensures a 100 percent participation rate.®

CONCLUSIONS

While some subsidized employment and training programs have been
successful in increasing the earnings angd employnment of welfare
mothers, they have been relatively small, voluntary programs. It
is not appropriate to generalize the results of experiments
serving small numbers of self-selected, often highly motivated
volunteers, to the larger eligible population. These people are
also less likely to have barriers to participation, such as drug
use or family preblems. In addition, soreening on the part of
staff can result in “"creaming,”" further ensuring.that the
population will not be representative. It is not clear how these
problems affect impacts. Accoerding to Friedlander and Guersn
{1391, footnote 17): "These factors, since they relate to
controls as well as experimentals, may have sither positive or
negative effects on the ability of prograns to achieve impacts:
Hore motivated individuals may be more prone to help themselves,
with or without prograp assistance, or to seek alternative
services on their own, lowering the potential for progranm
impact.”

Even without these problems, however, it is unclear whether these
prograns could produce similar results if expanded to less
motivated recipients {and/or imposed on other program
administrators). As Friedlander and Gueron (1991, p.23) point
out: ¥,..services that are offered on a voluntary basis or are
selective may, by their nature, be gquite dAifficult to expand.

For example, there may be limits to how many on~the-job training
slots can be created., Also, there may bhe only a small number of
AFDC recipients who would be interested in participating or would
pass the screening criteria. Making participstion mandatory as a
device to help increase coverage could be self-defeating if it
changed the character of the services and their impact.®

For many of these same reasons, it would be inappropriate to
generalize from the findings of lov-cost programs for AFDC men,
especially sinece they often included services other than just
work experience.
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CETA WORK PROGRAMS
t

There is a fairly extensive amount of research on epployment
programs within the CETA program. However, due to methodological
shortcomings in the research designs, the findings should only be

vxewed as suggesti The CETA evaluations were all based on
gggg&xm ntal research methodologies, ji.e., they di
ve the randonm assanmanz‘ “individuals to treatment and

ceﬁtfa&wgwa&pawmwiﬁ—adﬁiti %, only one of the evaluations (Bassi
et al., 1884) estimated the impact of CETA separately for welfare
recipients,

To neasure the net impact of CETA, researchers typicalZy
generated a comparison group of individuals that was comparable
to the program participants based on observable characteristics
that affect earnings and employment. Some of the variables
typically used in matching groups were sex, age, race, family
income, family size, weeks employed, and educational status.
However, it is very 1ikely that the comparison group menmbers
differ in other ways from the participants in a systematic but
unobservable fashion. For example, those who participated in
CETA may be more motivated, and motivation is likely to be an
important determinant ofaaarnings. It is unolear the extent to
which postprogram earnings differentials between participancs and
comparison group members result from program participation or
differences in motivation or other unmeasurable differences. In
the absence of experimental dasxgn where both observable and
uncbservable should balance out, it is necessary to employ
statistical techniques to nantral for nonrandor assignment owing
to unobssrvable characteristics, but there ig considerable
uncertainty in the research community about the validity of such
methods. i
Barnow (1987) has reviewed the principal CETA studies. Table
shows the impact estimates on annual postprogram earnings for the
program pvarall, as well as for its components and for key
subgroups.

FINDINGS FOR WOMEN

PSE produced ﬁt&t;&tlcally significant earnings gaius for women,
vith some estimates showing annual earnings gains in excess of
$1,500. Overall, two studies found statistically significant
increases in annual earnings, from $464 to $1,121, while one
study found no statistically significant effects. Por white
women, five studies found statistically significant effects,
ranging from $614 to $1,563. For minority women, the same five
studies found similar increases, from $650 €0 §1,673. ({The
earnings gains for PSE are larger than for other components; this
may be partially because the average length of participation was
longest in this cowponent and it is likely that some portion of
the earnings gains comes from the program itself, l.e., it is not
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conpletely from pastprnéram earnings gaing.)} The largest impacts
were found for welfare mothers and they were statistically
significant. _

Results for the work experience component were not as consistent.
Overall, two studies failed to find statistically significant
results, while one found positive effects {(ranging from 3800 to
$1,300 a year), while the other found negative effects {$522 a
year). For white women, three gtudies failed to find significant
effects, while three found pomitive effects, ranging from $505 to
$1,400. For minority women, three studies failed to find
significant effects, while three found positive effects, ranging
from 3825 to $1,023. The impacts for welfare mothers were at the
lower end of the earnings range, but were statistically
significant.

For OJT, thres of four studies find statistically significant
effects, ranging from $700 te $1,100. For white women, three of
gix studies £ind statistically significant increases in earnings,
ranging f£rom $550 to $1,231. For minority women, four of siy
studies found statistically significant increases, ranging from
$772 to $2,057., The earnings impacts were not statistically
significant for welfare mothers.

It seems that program pértiaipatian increases earnings primarily
throvgh an increase in hours worked yather than through an
increase in wages: since women generally work fewer hours than
nen, there is pore room for an impact on their hours of work {and
consequently earnings} than ig the case for men.

Although the findings indicate that the PSE and OJT programs
in¢crease the earnings of women participants, they are also
expensive programs and it is not clear that they are cost-
effective, C

FINDINGS FOR MEN

Most studies showed negative earnings ippacts for men, but the
results were generally not statistically significant. Overall,
two of three studies found ne statistically significant effect,
winile one found that the progranp reduced esarnings by $836. For
white men, three of four studies found no statistically
significant effect, but one found that the program increased
earnings by $1,218 to §1,307. For minority men, five studies
failed to find statistically significant effects.

The results for work experience were even more disappointing.

For all men, one study found no statistically significant effect,
but three studies found reductions in earnings ranging from $526
to $1,108. For white men, four studies failed to find
statistically significant effects and ¢ne study found that the



program reduced earnings by £872 to $1,021. For minority men,
five studies failed to find statistically significant effects and
one study found that the progras reduced earnings by $3%12 to
$983. :

For OJT, three of four studles found no statistically significant
effects and one study showed an incresse in $612., For white men,
three of five studies found statistically significant increases
in earnings, ranging from $616 to §1,231. Por minority men, four
of five ptudies found statistically significant increases in
earnings, ranging from $772 to $2,057.

of the CETA work programs, only OJT appsars to have been
successful in increasing the earnings of men. In contrast, the
PSE and work experience programs appear to have no effect or even
a negative effect. By placing individuals in public jobs, rather
than encouraging them to find unsubsidized employment, PSE and
work experience participants may have lost ground relative to
those not participating ?n the program.

Given the poor impacts for men and the high cost of the
intervention, it seems clear that thess programs were not cost-
effective.

ISSUES

Past experience with PSE in CETA suggests that the progrants
direct ability to create employment may be limited due to Wfiseal
substitution,” as State and local governmants use Federal funds
for a government jobs program to create Jobs that otherwise would
have been funded completely from nonfederal sourees. In the
extreme case of complete fiscal substitution, the impact of the
grant program would be a shift in the tax burden in support of
iocal) public services from local te Federal taxpayers. In the
sther extreme case--no fiscal substitution--the impact of the
grant prograp would be an increage in activities and 4jobs equal
¢0 the amount nominally funded by the grant. The evidence from
evaluation studies of earlier public service employment programs
suggests that the degree of fiscal substitution may have been
substantial--ranging from 20 to 40 percent in the short-run, up
o complete substitution in the long run,

However, some analysts have noted that tighter targeting of the
4o0bs on hard-to-employ low-income people, limits on sctivities
funded to projects of short duration, and the orientation of jebks
to skills not usually employed in the local provision of public
services may reduce the amount of such substitution in the
future., Bassi and Ashenfelter (1586, p. 148) note: "It seems
reascnable to expect that the more targeted the progranm, the
lower wil)l be the fiscal substitution rate associasted with that
program. On the other hand, we would expect the fiscal
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substitution rate te 'have risen over time, since state and local

governments had an opportunity to replace regulax civil servants

with PSE employees.... 'Piscal substitution tends to be lower in

structural program than in countercyclical progranms, and it tends
to rise over time in both types of programs.”

Opponents of guaranteed government jobs could also arguwe that
past experience with PSE prograns suggests that this component
would be costly, while failing to produce meaningful employment.
First, the market is a more efficient way of determining what
jobs are needed in the economy. Second, the substantial cost of
ereating PSE jobs would be financed by taxing the private sector,
reducing jobs there. In fact, the incrsased burden on the
private sector {either through increased taxation or deficit
financing) could result in an overall net reduction in
employment.



TEERAGERS

Each year, nearly half a million bhirths occur to young teenage
mothers. Research shows that young, unmaryied parents are at
greatest risk of long~-term welfare dependency, as well as a wide
range of economic, social and personal problems (sse Ellwood,
1986; Hayes, 1987). Over a third of teen parents wvho begin AFDC
will receive benefits for at least 10 vears (Haxfield and Rucci,
1986). Moreoveyr, one study {Duncan and Hoffman, 1990) has found
that AFDC receipt by an unmarried teen may cause future welfars
dependence, even after contrelling for other characteristics of
the mother. The public.costs of teenage childbearing were
estimated to exceed $21 billion in 1983 for APDL, Food Stanps,
angd Medicaid alone {Center for Population Options, 1990). Since
many teen parents may also exceed the tTime limit, they will be
required to work, or perhaps attend school.

The goal of “learnfare” programs is twofold: 1) to create a
progran in which both the State and AFDC recipients have mutual
responsibilities; and 2) to increase the number of teen AFDC
recipients complete high school or its eguivalent, increasing
their long«term earning potential and helping them avoid long~
term welfare dependency. A number of evaluations are novw
underway which examine the impact of mandatory programs simed at
preventing long-term we%tare recelpt amang young AFDC recipients.

o ohio’'s learning, Earning, and Parenting (LEAY) program
raguires all pregnant and parenting teens under age 13 who
do not have a high school diploma or its equivalent to
attend school regularly: they receive financial bonuses or
penalties bagsed on their attendance. The basic grant for a
teen parent with one child in Ohioc is $274: a bonus for good
attendance ralises it to $338 while a penalty would reduce it
to $212. In addition te financial incentives, the program
includes c¢hild care assistance and case management to help
these teens meet the school attendance requirement. Some
States using or considering Learnfare models use only
financial sanctions to encourage school attendance {e.¢.,
Wisconsin), but none are currently being evaluated using a
rigorous research design.

o The Teenage Parent Demonsiration uses an experimental design
to evaluate the effects of education and other services, and
of a continuous participation requirepment. Participation is
mandatory for teen parents on AFDC. It is {or was) being
tested in Chicago, Tilinois, and Camden and Newark, New
Jersey, and vwas restricted to teen parents who already had
one child., In addition, the participstion requirement
includes required school attendance {high school or GED) and
may alse include job search assistance and vocational



training, as well as other services sguch as counseling,
parenting instruction, and life skills training. Failure to
participate can result in the ‘removal of the teen parent's
portion of the AFDC grant.

o New Chance is a 1&~sit& national demonstration providing

: comprehensive educstion and training, and employability,
life management, and parenting instruction to young {17 ¢o
21 years of age} AFDC mothers who are high school dropouts.
Its experimental design evaluation will provide impact data
on educational attainment and achlevement, employment,
sarnings, welfare receipt, and fertility. This
demonstration is targeted at AFDC recipiente who are olderx
than the typical high schoel Or learnfare population, but
who are also at risk of long-~ternm dependency.

Project Redirection was a voluntary demonstration for AFDC-
eligible mothers under age 18, which provided comprehensive
after~school services designed to prevent school drop out, tesch
parenting and life management skills, and increase employability.
While it did lead to greater short-term high school attendance,
there wag no long~term difference in educational attainment
between the experimental and the ¢omparison group members.
However, after tive years, those in the demonstratisn had an
increase of $39 in weekly earnings and a decrease of 12
percentage points in welfare receipt, but higher rates of
childbearing {Polit, Quint, and Riccio, 1988).,

Job Corps is a Federally administered employment and training
program for sconomically disadvantaged youth between the ages of
14 and 21. Job Corps services are typically administered in a
residential setting and provides a wide variety of services,
including basic education, wvocational skills training, and work
experience, in addition to support services such as subsistence,
¢clothing, health care, and recreation.

Mathematica Policy Research, Inc., did an extensive evaluation of
the Job Corps program, which is considered to be of high guality,
but did not use randem agsignment. It had a large sampple of
program participants (5,200) and a non~-participant comparison
group (1,500). The data were gathered on participant and
comparison groups for three to four years. The comparison group
was carefully drawn from youth eligible for Job Corps, but
residing in geographic areas where Job Corps enrellment was low.
The comparison group of youths was developed from lists of school
dropouts {70 percent) and from applicants to local Exployment
Service offices (30 percent). Sophisticated sconometric
technigues were used to try to control for selection bias {



maier problem in evaluations not relying on random assignument),
The principal evaluation resulis were:

¢ An increase in employment of ovey three weeks per year.
o An increase in earnings of approximately $655 per vear.

o A very substantial increase in the probability of having a
high school diploma or eguivalent (a fivefold increase).

o Higher college attendance.

o A reduction in the receipt of welfare, amounting to an
average of over two weeks per yaar.

o A reduction in criminal activity for participants during the
period they were in the program and after leaving it;
participants had fewer arrests for serious crimes than did
the comparisen group.

In addition, a cost-beneflt analysis concluded that, from the

view of society as a whole, the program returns 51.46 for svery

$1 it spends. However, much of the “"benefit® in fit- L
cost analysis comes frop reduced criminal activity. Here, the
resulis—depend, in l1arde part, on the dollar value placed on

reductions in certain kinds of crimes, e.g., murder. WwWithout

these benefits, the program does not appear to be cost~affective, éd//ﬂ/
It is also worth noting that the program only returns 98 cents on

the dollar for non-Corpsmenmbers {(i.e., it is not cost-effective

from the rest of soclety's perspective).




HOW SHOULD THE PROPOSAL BE IMPLEMENTED?

Proposals Make welfare transitional assistance of limited duration
and provide jobs for those whose transiticonal assistance has ended.

Discussions Proponents of immediately replacing welfsare with
transitional support and a guaranteed community service job argue
that this would transform the welfare systenm into one that
emphasizes self-sufficiency. Most proposals would provide
recipients with the assistance needed to become employable (e.q.,
by expanding the JOBS program and support services) and would
ensurg that once employed, either in the private sector or in a
government job, they would not have to live in poverty {(e.g., by
expanding the EITC and providing universal health care coverage).

Opponents argue that a time limit on assistance ¢ould harm children
in families where the parents do not take jobs after the time limit
on welfare receipt has been reached, by reducing the low level of
fanily income still further. (To address these concerns, some
time-~limited welfare proposals incorporate other antipoverty
programs, such as child support assurance and universal health cars
coverage. ‘The availability of these benefits asg well as other
existing benefits not time~limited, reduce the potential adverse
affects on children.} In addition, because there are a nyriad of
details that need %o be specified and most progranm specifications
have been untested, imposing a program designed at the Federal
level could have other unintended negative effects, Moreover,
States may resist attempts to inpose a program from the top-down,
rather than from the bottom-up. Finally, the initial cost and
service capacity problems are likely to be serious.

Issues: Fullwscale implementation would reguire identifying the
many detailed provisions that would have to be part of the
proposal. Monitoring implementaztion would be important, but
difficult, given the limited experience with such a program,

It is not clesar what the impact of such a proposal would be on
Federal and $tate costs. Initially costs oould be increased
substantially, as more' welfare recipients avail themselves of
services to prepare for employment. After the time limit, there
will be welfare savings, but there will also be cousts associated
with implementing the guaranteed work program, Depending on the
structure of the program, these costs could even outweigh any
welfare savings. Mickey Kaus, whose proposal is perhaps the most
far-reaching, estimates the initisl annual cost of his proposal 4o
be between $43 and $53% billion.



Proposal: Given the magnitude of the proposal, a time limit
coupled with a guaranteed jobs proposal could be phased in.

Discussion: Various elements of the proposal could be phased in,
which would allow policymakers more time to assess the effects of
the proposal, as well as to sinimize initial costs and allow States
time to bulld the capacity to serve individuals through JOBS and
a guaranteed work program. 7The phase in can be related to specific
provisions and/or subgroups of the welfare population. As service
capacity and State experience ¢rows, the program could be expanded
o additional subgroups.

Putential subgroups include:

) AFDC-UP recipients. AFDO-UP recipients tend to be less
disadvantaged than the overall AFDC population {due to the
requirement that they have a recent work history} and face
fewer barriers to employpent {e.g., zince it is a two-parent
household, child care is not likely to be a problem). In
addition, the current AFDC-UP 48, in some ways, already

imilar to the proposed time~limited/guaranteed job proposal.
SUntil passage of the Family Support Act of 1988, the UP
Ggram was_a State option and about half the States chose not
to provide benefits tact fawmilies where the principal
garneyr was unemployed en today, 13 States have adopted the
Family Support Act option to impose a time limit, generally
six months in a 12-month period. Beginning in FY 1994, States
will face participation rates that rise from 40 percent to 78
percent by FY 1997, where adults in UP families will be
regquired to participate at least 16 hours a week in a work
program,

Inplementing the proposal for AFDC-UP recipients first would
allow testing it on a relatively small segrent of the
cageload. It is a group that is typically less dependent on
pubilic assistance and has some prior work experience. The
work requirement for this population also means that nany of
the costs of the guaranteed jobs program would be incurred
even. in the absence of a new proposal, thereby minimizing
initial costs. There is some evidence Irom the Utah Emergency
work Program that such an approach can be effective. However,
rastricting the proposal to this group would ignore those most
&t risk of long-term dependency and provide little insight to
the potential impact of extending it to the rest of the AFDC
population (although it could serve teo identify important
implementation issues).

& New Applicants. Mickey Xaus (1992, p.251) has argued that
the proposal could be limited to new applicants: %, . .
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current welfare reciplents could bke ‘grandfathered,*' if
necessary, to aveid the Take Away problen ¢of ending benefits
for those accustomed to receiving them. They could still be
required to work in return for their checks--'vorkfare.' But
new single mothers would not be required to work for their
checks. They would not get -checks.® This alsc helps avoid
the start-up problen of having to provide JOBS services and
then actual 3obs after a certain peried to all current
recipients: restricting the proposal to applicants would limit
the annual number of JOBS participants and new guaranteed 4obs
to a wpanageable number. However, by ignoring current
recipients, potential long-term savings are reduced and such
a phase~in could deter current recipients from Jleaving
welfare, if they thought they may have to return €0 a systenm
with stricter regquirements.

Sawhill (19%2, p.5) has proposed a similar, but even more
narrowly targeted subgroup: new, first-time recipients. While
this would address the disincentive for leaving welfare for
current recipients, since they could receive aid 1f they
applied again, it creates more data c¢ollection problems, aince
States would be requirsd to exempt those who had earlier
received AFDC. This could be a problem if past receipt was
many vears earlier or in another State. In addition, it would
further narrow the population subject to the new rules.

Other potential subgroups that could be targeted Iinclude:
non-axempt AFDC recipients, employable AFDC reclipients (e.g.,
those with prior work experience or a high school degree).

Various provisions of the proposal could alse be phased in:

o

Time Limit. A longer time limit could be allowed for current
recipients and applicants in the early yvears of the proposal
to allow States to build up their JOBS programs to serve all
those who need assistance in becoming employable. As the time
limit takes effect, and the number of AFDC recipients
declines, the time limit could be shortened, since all
families can be assured of getting needed services before the
time limit has expired.

Sanction. The penalty or sanction for not working after the
time limit has expired can be gradually increased to allow
people to adiust to stronger penalties. For example,
initially the sanction could be the current JUBS sanction,
but latey it can be increased to include larger reductions in
AFDC and/or include reductions in other welfare programs as
well. This would reinforce the importance of achieving self-
sufficiency. Alternativaly, a single sanction coan be
selected, but the severity for all groups can be intreased
{or decreased) over time, as individuals become more aware of
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it (e.q., it could’be the current JOBS sanction for those on
azd 2 to 4 years; 50 percent of the grant for those on 4 to
£ years; and the e?txra grant for those on over 6 years.

o Work Program. Participation rates, like those that now exist
for JOBS, could be built into the community services <jobs
program, Since initially it may be difficult for the
government to guarantee jobs for all those who need them, the
proposal could include rising participation rateg, where a
certain percentage of those who have exceeded their time limit
on welfare would be required to work (while the othersz would
continue to receive assistance). This would allow time to
puild capacity to serve all those who need 4ubs, and at the
same time provide incentives to become self~sufficient, rather
than rely on the passlbility of having to take a gavarnaent
job.

While there may be valid reasons for phased implementation, others
will contend that this would not send a clear message that welfare
is transitional, if, as Sawhill (19%2, p. 5] notes, it exempts at
the outset a algnzfzcant proportion of recipients from the time
1imits ~« @ven if only temporarily.® She also adds that *®the
exenptions absolve States of the respensibility for developing

sufficient resources to move a large number 6f recipients off the
rolls and into work,"

Propogal: Allow States to define the specific elements of their
proposal. The Report of the Task Force on Poverty and wWelfare {(p.
771 argues for this approach: "Experinentation is needed %o
determine the best arrangement of time limits, requirements, and
services, Moreover, different statezs may f£ind different
arrangements that make sense given the conditions of the local
econony, the capacity of the state to deliver services,. and the
characteristics of the caseload.®

z _
Discussion: States have historically had significant flexibility
to operate the AFDC program under broad Federal guidelines. Giving
States the flexibility to define the parameters under this proposal
would continue that tradition and would allow them to tailor
programs to best meet their needs and resource constraints.

Opponents of this approach couid argue that without a national
program, with a specific set of rules, significant differences
between States in the development of their proposals could create
artificial incentives {or disincentives) to migrate to other
States. Moreover, thére nay be little reform, 1if States are
concerned about initial’ cnsta being tooc high.
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Proposal: Test different versions of the time 1limit/work
requirement, to determine the effects on self-sufficiency, welfare
dependency, children's outcomes, etc., and for various subgroups.
The demonstrations can also test the feasibility of implementing
the reform plan, e.g., the feasibility of achieving a 100 percent
participation requirement in a guaranteed job. A demonstration
approach would allow testing the impact of varying individual
provisions of the proposal, such as: the length of the time limit;
exemptions from the work requirement; the wage level for government
jobs; the hours per week to be worked; private sector hiring
incentives; and other important provisions. The results of these
experiments could be used to determine whether the proposal should
be implemented nationally and, if so, how it should be structured.

This approach has been endorsed by Senator Boren and Mickey Kaus,
in separate proposals for the testing of a government jobs progran,
and by several Republican members of the House Ways and Means
Committee, for purposes of testing a time limit on welfare and
government jobs as a replacement for welfare benefits (testing them
together, as well as separately).

Discussion: It has been argued that dramatic changes in the
welfare system should be tested on a smaller scale before being
implemented nationwide. As Ellwood (1992, p.25) notes: "iWle
simply do not have all the answers about how to transform the
welfare systen. Serious time-limited welfare followed by last
resort jobs has never been tried. Even workfare has never really
been seriously implemented for this group. The strategy of phasing
in the new plans while learning about them will likely avoid many
costly mistakes and offers a far greater chance of moving the
system in an appropriate direction." He also notes that allowing
States to voluntarily design new programs and compete for Federal
dollars, rather than imposing a mandatory national program, would
lead to better implementation and more creative thinking. In
addition, State plans are likely to be bolder than a national plan
would be, as evidenced by some State welfare reform proposals,
whereas the "politics of the Congress and the uncertainty about the
impact and appropriateness of various changes will force a national
program to be pale and cautious." (In fact, Vermont's current
welfare reform demonstration, if approved, would implement a time-
limited welfare reform proposal, with a guaranteed community
service job afterwards.)' Finally, given the potential for large
initial costs, with uncertain future savings, beginning with a
smaller number of States would permit bolder plans to be tried and
identify which are most cost-effective.

Opponents of experimentation could argue that it does not radically
change the nature of the welfare system for most welfare recipients
and may result in nothing more than a limited number of
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demonstration prejects. Proponents of immediate full-scale
implementation could argue that there is already considerable
research on many aspects of the likely effects of a time-limited
welfare reform plan, with a quaranteed jobs compenent for those who
exceed the time limit. For example, research clearly shows that
the provision ¢f benefits reduces work effort (though there is
8till debate over the magnitude of this reduction); therefore,
ending benefits after a fixed period of time is sure to increase
work effort. S$Similarly, research on welfare-to-work programs show
that such programs can incraase the earnings and reduce the welfare
dependency of those who participate, suggesting that making such
programs widely available during the first 2 years of welfare can
lead to greater self-sufficiency. Moreover, evaluations of work
gxperience and public service employment programs also show some
evidence of suscess. Opponents of the demonstration approach coulad
argue that the problems facing the poor are s0 serious that steps
pust be taken immediately and reform cannot be delaved for years,
while experimental programs are evaluated. Pinally, fuli~scale
enactment would not preclude experimental projects, which could
test variations of the proposal and provide the foundation for
further refinements in the proposal.

In response to these arguments, proponents of the demonstratios
approach could argue that existing research is inadequate to.f£4)
assess the proposal, For exampie, researeh on the relatl
betwaen welfare benefit levels and wark effort has bedn based on
differences in banefits batveen States oy uver timer sonme propossls
to time~limit benefits would eliminate all unconditioned assistance
after a certain periosd of time, sompething that has never been
tested. 31§§g§%€£§§§§§§h cannot be used, with confidence, to
astimate the effects 6f @liAINALING welfare altogether. SIHIlaYly,
the research on welfare-to-work programs generalliy shows modest
effects, meaning that many families may be required to participate
in a communlty service job. There is little evidence on the
effectiveness of such programs for mest welfare recipieata”mand

there is even some evidence that such praqxamsr&ﬁgﬁ%ﬁgﬁé&fﬁfﬁ%ﬁfixﬁ
effects on some groups, e.g., adullt men. .

Advocates of experimentation could alsc..argue that full-scale
implementation could  involv érmous  start-up cOEts, as JOBS
funding would have to be significantly éxpandad to provide for
assistance for the first two years on walfare. Even after the time
limit is reached, significant costs could be involved in providing
guaranteed qovarnmant jobs. Given the uncertainty regarding the
cost-effectiveness of this approach, a demonstration approach would
involve more limited funding initially and would provide cost-
benefit results for various approaches.

Pinally, proponents of the demonstration approach argue that past
research suggests the need to be cautious of unintended side~
effaects. Indeed, findings from the SIME/DIME income maintenance
experiment, which suggested that a gquaranteed income might increase
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marital breakup among welfare recipients, was partially responsible
for the defeat of the Carter welifare reform plan.

Issues: All evaluations of demonstration programs are sublect to
biases, some of which may be particularly serious in testing a
proposal that gets & time limit on assistance and reguires work
thereafter. Host important may be the strong incentive for
recipients who lose their benefits to move to spother jurisdiction
to_contings collecting benefitg:~ In addition, those participating
in & demonstratiol Day not res d the same a way as they would to
a permanent program and the yesults for one partisular gite may not
be generalizable te the broader welfars population. Pinally, the
results would not reflect important interactions with cother
antipoverty strategies, unless enacted immediately, such as
expansions in the Earned Income Tax Credit, universal health
ingurance, and indexing of the ninimun wage, unless they were
enzcted nationally.

Proposal: Pavid Ellwood (1932, pp.231-24) recently lald out a
specific approcach for implementing a time limited welfare systen
with a work program, which combines elements from all four eptions.
His plan would be phased in by initially permitting a modest number
of States (up to a dozen) to implement bold welfare reforn
proposals, gradually adding other States over time, until all
States are participating, States would have flexidility in
implementing the various provisions, so that different versions of
the plan could be tested. Key elements of his proposal include:

o States would be reguired to have policies to reduce the
fraction of welfare recipients who receive aid for 2 or 3
years by at least 25 percent (or some other figure), giving
the States considerable flexibility in the use of AFDC, Food
Stawp, housing assistance and other welfare program funds,
The policies could inciude "alternative training progranms,
child care, integrated services, child support enforcement
and assurance, altered work incentives, subsidized private
employment, ete.V

o States would be reguired ¢o have s systenm for tracking welfare
recipients in employment and training activities and for
determining who is employable, giving thex latitude in the
definition of enployakility.

o States would have to have some form of time-limited assistance
for the employables, after which some would be allowed to
adopt a CWEP-type work plan, while obthers would implement a
"true time limited welfare followed by public/private jobs

. program. ¥
o States would be required to improve their child support
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enforcement system, where some would be allowed to include
child support assurance in  addition to strangthened
enforcement procedures.

o A comprehensive evaluation plan wonld be reguired for all
proposals {though there is no definition of "comprehensive®).

o Federal matches for these progranms would be high--in the range
of 90 percent or more.

Discussion: 7The Ellwood proposal combines many of the advantages
of all four options. First, it begins the process for a_radical
restructuring of the welfare system, nmaking it (& transitional
program. By phasing it in, however, the initial coSte are Kept to
a8 minimum and testing variations allows . policymakers time to
evaluate key provigions and better informz other States on how best
to inplement a time-~limited welfare system. The project is likely
te be more successful, and reform proposals mora far-reasching, if
States with the most interest and support are allowed to impléement
first, with the design of thelir choice., FPurthermore, political
opposition is likely to be reduced, if the number of proposals is
iimited and include provigions for soulid evaluation.

Ellwced (p.27) cautions: "8eriocus reform which involves millions
of the most wulnerable Americans should, indeed must, proceed
slowly at first., The danger of nmissteps here are legion. There
are literally hundreds of key guestions which must be answered.
We will never transform welfare by legislating national changes of
policies that have never been fully tried zt the state level. Thus
we will not ke bold if we try to move nationally too fast., Mors
importantly, we will hurt people and waste federal dollars.®

issues: The propesal does not define what a rigorous evaluation
method would be. It is alse not clear whether the plans would be
izplemented statewide or in certain political subdivisions large
enocugh to accommodate a rigorous evaluation,

i



FINANCING ISSUES

The cost of the welfares reforn plan depends critically on the
details of progran design. Even when these are specified, however,
cost astimates would be very tenucus betause of the uncertainsty
regarding how individuals and governments will respond to the new
proyram, and alse because of the uncertainty over future economic
conditions. Thus, any cost estimate requires numersus assumptions
and all such estimates should be interpreted as more suggestive
than predictive. This section will identify some of the key issues
which mugt be considered in developing cost astimatas, but will not
attempt to estimate the cost of any proposal.

DIRECT COBTS/BAVINGS

wORE/AFDC

The impact on JOBS and AFDC costs depends critically on how the
JOBS program is changed for those on during the first 2 years and
how the time limit is structured. !

Maxdatory Program. Making the program mandatory for all non-
exenpt reciplent$, i.e., 8 100 percent participation rate, woﬁlﬁ
drapatically increase the numbepr-of JOBS participants i :

2 years of the progran, rrently, approximatel o}

individuals particip n.JOBS in an averags wonth, If mandabary,.”

this could swell to (3 million in an average month,/ Thus, total
spending on JOBS participants would rise by a factor of six and
JOBS spending itself by a factor of more than six, since currently
other programs ({(e.g., JTPA) pay for a sizeable (but unknown)
portion of cests for JOBS participants and are not likely to
increase thelr contribution to JOBS. Afteyr 2 years, JOBS ¢osts
would fall sharply, a2s post of those whe received AFDC at the starte
of the program are either off assistance or in the community
services jobs componant. After this point, costs would depend on
the number of applicants to AFDC. This would, in the long=~term,
be less than the mumber of applicants currently, since many current
applicants have previously been on welfare and may not qualify for
assistance under the new program becauss they would have exhausted
their time~limited benefits.

The impact of paking JOBS mandatory on AFDC costsg is unclear. Some
activities may reduce AFDC costs by helping individuals get off
assistance {(or redoce their reliance on the progran), while others
may increase ther in the short-term, as individuals prolong their
time on AFDC to "invest" in the development of their human capital.

Liniting BExemptions. Currently, over half of AFDC recipients are
exenpt, primarily because they have a child under three years of
age. If this exemption iz lowered and/or other exemptions are
loosensd, this would expand the number of individuals that woulgd
have o be served under JOBS, both in the short-~term and in the
long~texrm. This change would increase APDC savings at the two-

i
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year peoint, since a larger number of individuals would have
exhausted their time~limited AFPDC benefits.

Expanding JOBB Services. If nure JOBS compenent activities and
support services are required %o be offered statewide and/or new
activities are added ¢to the prouram, this would increase costs,
especially 1f participants are given greater latitude in selecting
activities and choose high-cost interventions.

ptrict Time Limit for APDC. A program with a strict time limit,
e.g., a 2-year lifetime limit, is likely to reduce JOBS coste
relative to a program with a loose limit that allowe individuals
to stay on AFDC longer and therefore access JOBS gervices for s
longer period. Siwilarly, a strict time limit would increase AFDC
savings, since mpore individuals are likely to exhaust their timew
limited benefits,

Immediate Implementation. Innediate, full-scale implementation
would result in higher JOBS costs during the first 2 years than a
phased implementation, but would also increase AFDC savings at the
2=year point. Conversely, a phased implementation would result in
lower initial JOBS costs, but would also reduce AFDC savings at the
Z2~year point. In addition, JOBS costc would be higher after the
2=year point. :

compunity Services Jobs. There will also be direct costs
associated with the community services jobs program, which could
be incorporated within the JOBS program. These costs would be
higher if a public service employment approach were adopted, rather
than a workfare appreach, since the wages paid to all those who
have exhausted their time limit is likely to exceed welfare
benefits in most States. Even in States where this is not the
case, costs would rise if recipients are allowed Yo retain their
penefits while working full-time. Of course, these costs would be
offset to some extent by savings not just in AFDC, but also other
federal programs, such as Food Stamps and housing assistance.

INDIRECT COSTS/SAVINGS

The costs of many prograns would be indirectl§ atfected by a reform
proposal that limited AFDC benefits to 2 yaarg of receipt and
reguired work thereafter.

Food Stamos

If the reform proposal implemented resembled the "workfare" model,
Food Stamp costs would rise for families that do not comply with
the work requirements, as their AFDC benefits are reduced, but they
would fall for families that increase thelr earnings in response
to the reform proposal. If community services jobs are provided
that pay wages, Food Stamp costs would decline for families that
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receive more income from earnings than they. did from AFDC, though
they would rise for families that refused to comply and received
ne AFDC. .

E1IC

A compunity services Jobs program that pald wages could
significantly increase EITC cosats, since the number of families
eligible for the credit would increase dramatically. However, if
a workfare program is implemented, EITC costs would only increase
to the extent that more families left welfare for work.

Tax Revenues

The welfare reform proposal may also affect Federal, State and
lecal tax revenues, especially if the community services ijobs
segment pays participants wages.

FEDERAL MATCHING RATES

A fundamental decisien that affects not only the distribution of
expenditures between the Federal and State governments, but alsco
the overall level of expenditures on prograss affected by the
reform propesal, is the Federal matching rate applied to each

program.

Currently, JOBS is matched at several different rates and overall
funding is capped. Under the reform proposal, JOBS costs may
ifi¢rease significantly. States may argue that the Federal
government should pay for all of the incremental cost of such an
expansion, because they have limited resocurces, due in part to
expansions in wmandated by Congress in Medicaid and the Family
Support Act regquirements. In fact, States are. currently only
spending about two-thirds of existing JOBS funds and are unlikely
to spend more, unless required to by the Federal government.
However, 100 percent Federal financing of JOBS reduces incentives
for States to run effective programs. As Sawhill (1992, p.13)
cautions, "This change could also lead to waste and inefficiency,
as states may be less careful in spending and managing money that
is not their own.,® This could be especially dangerous in the area
of community services jobs, since there would be little incentive
to create meaningful jobs. In fact, States may have incentives to
keep people in such jobs, since they can maximize the influx of
Federal dollars and perhaps the substitution of 4dobs funded from
Federal sources, as oppesed to State and local sources [l.e.,
fiscal substitution). o,

In addition, if a time limit is placed on benefits, States wmay have
significant savings in AFDC costs that could be applied to the JOBS
program, but these savings would not be avalliable for 2 yvears and
thelr magnitude would depend on the AFDC reduction, i.e., whether



it is a sanction or whether all AFDC hanai{ts are reduced,.

The ultimate decision regarding Federal nmstching rates should
probably depend on how much the current system is changed., If the
time limit on AFDC is a sanction, as currently dafined, and 1f JOBS
is not changed extensively, the current financing arrangements need
not be changed gignificantly. However, if JOBS is substantiaslly
expanded, s community services jobs program paying participants
wages i created, and if a2 significant share or all AFDC benefits
are eliminated after 2 years, the overall Federal matohing rates
may have to be reconsidered, recognizing State fiscal limitations,
while alsc ensuring incentives for afficient administration.

o



OTHER ANTIPOVERTY.STRATEGIES AND THEIR RELATIONSHIP
TC A-TIME~LINITED AFDC PROGRAM

A number o antipoverty strategiss have bgen proposed as.
complenents tn time-iimited AFDC. This section reviews some of
these proposals, their advantages and disadvantages as stand-
alonge proposals, and alsc issues that arise 1if integrated with
time~limited AFDC. ;

CHILD SUPPORT ASSURANCE

pescription. Garfinkel et al. (1992, p.5) describe a child support
assurance system as having  three.componéfits: “child support
guidelines, which establish thé child support award as a percentage
of the nonresident parent's income; routine income withholding,
which deducts ¢hild support owed from wages and other sources of
income, Just like income and payrell taxes; and an assured child
support banafit, which provides a government guarantee of a minimum
revel &F cRE{ld support to the resident parent of a child legally
entitled to private support.® In other words, if the absent parent
cannot pay the ninimum level, the government would make up the
difference. While many proposals differ on the details of a child
support assurance system, the minizum assured benefit per child is
around $2,600.

Discussion., Advocates of an assured benefit argue that it would

~enable single parents who work full~time even at the minimux wage,

to escape poverty. In addition, since most propasals offset the
assured benefit against welfare, it offers no net gain to the non-
working AFDC recipient, but does offer an increased incentive to
work, since the assured benefit (unlike welfare) is not reduced as
garnings rise., In short, it will ensure that those who play by the
rules are rewarded,

critics of the assured benefit acknowledge that work effort among
waelfare recipients may increase, but that overall work effort may
decline, ag the increase in unearned income for single parents not
on welfare reduces their incentives to work. In addition, they
argue that the assured benefit would significantly increase
government expenditures, with such of the spending going to nonpoor
families, and that it may increase the incidence of single
paranthood.

Issues. An assured child support benefit of $2,000 per chilgd
equals $333 per month. This is larger than the AFPDC benefit for
a three-person family in many States and is not much lowey than
the $372 AFDC benefit in the median State., This means that a timae-
limited AFDC program has very little meaning for many familiss in

imany States. For example, in the median State, the AFDC banefit

would be reduced to $39, vwhich means that failure to work after 2
years would result in a very small penalty; in some States there
would be no penalty. However, other AFDC families not eligible for



the assured benefit, e.qg., those eligible for AFDC due to the death
of a parent or single parents who do not have a child support
award, would be subject to the full penalty. This could be
perceived as ineguitable treatment. Finally, if the assured
benefit makes a family ineligible for AFDC, it alsc becomes
ineligidble for JOBS: thus, even though its dependence on government
assistance has increased, the family has access to fewer services
designed to promote self-sufficiency. These issues must be
addressed If a time~limited AFDC progyam is to be implemented.

HIGHER MINIMUM WAGE

Discugsion. Proponents of indexing the nminimum wage argue that
wihtout indexing the real value of the minimum wage would be eroded
with inflation. Even with an indewxed nminimum wage, full-time
earnings for a three~person family would be § below the poveriy
threshold of $ « Indexing the minimum wage would ensure that
the family would not fall further behind., If combined with the
existing EITC, the family would have an income of §

However, there is nmeayly universal consensus that increasing the
minipun wage, even if the increase is an adjustment for inflation,
would reduce employment opportunities, This effect would be
greatest for tesnagers. MHoreover, critics of indexing the minimum
wage argue that it is not an efficient antipoverty mechanism,
because wmost workers who earn the minimum wage do not head
fatilies, do not work full«time, or live in households whose total
ncone is well above poverty. As a result, the vast majority (over
¢ percent, according to CBO) are not in poor families. Hence,
ost of the benefits from indexing the winimum wage would not go
o the poor.

Issues: Indexing the ninimom wage would increase the cost of the
community services jobs program, if it is based on the public
service employment model, where participants are paid wages,
especially if such wages are linked to the minimum wage., If the
proposal is based on the workfare approach, it would reduce the
number of hours AFDC recipients must work in workfare positions,
if AFDC benefits fail to keep pace with inflation.

CHILDREN'S TAX CREDIT

Proposal. A proposal ennunciated in Putti g irst is to:
nGrant additional tax relief to families with &hilﬁr&n % One way
to do this would be to provide a children's tax credit.

biscussion. Proponents of a c¢hildren's tax c¢redit argue that it
would provide assistarce to all fanilies with children angd would
net stigmatize the poor. Opponents of the tax credit argue that
it would be costly and would provide much assistance to nonpoor
families, reducing the regources that could otherwise be used to
help the poor. In addition, it tould reduce work effort.



SAVINGS INCENTIVES FOR AFPDC RECIPIENTS

Proposal, A Clinton/Core fact sheet identified raising the asset
l1imit frem $1,000 to $10,000 for recipients to save for specific
purposes, such as job training or college.

current Law: The AFDC asset limit is $1,000 in equity value; in k/////
additien, it is $1,500 in eguity for automebiles.

The Busgh Administration FY 1983 budget includes a proposal to allow
States the option of disregarding resources up o 510,008 for
recipients, but only if the State determines that any such
disregarded resources are being retained for later expenditure for
B purpose directly related to improving the education, training,
or smployability (including selfw-employment) of a fanily member or
for the purchase of a home for the family. !

Discussion. Allowing AFDU recipilents to accumulate more in
resources is aimed at reducing recidivism, i.e., when & ninor
setback puts families back on the AFDC rolls. If AFDC reciplents
were allowed to acocumulate more resources before leaving the rolls,
they may be able to remain off the rolls in the future by using
these resources. Extending the higher limit to applicante is often
justified on eguity grounds.

There is no empirical evidence on whether inctreasing the rescurcs
limit for AFDC recipients (or applicants) would promote self-

sufficiency. An argument oould be made that allowin?_fgi§§§§”””###}
recifients to accumilate sore resources wopld reduw grreci
rate and promote productive behavior {i.eSN. _savings Sherraden
1591) believes that the current welfare systam is flawed because
it encourages only consumption. He argues that allowving welfare
recipients to accumuiate assets will Y"change the way people think
and interact in the world,® wmaking them more productive, However,
there is no s0lid evidence to support (or digprove) this assertion.

However, a higher resocurce limit would alse increase welfare
dependency by lengthehing welfare spells, since families would neo
longer be disqualifie rFEsources exceeded the $31,000.
It is not clear how large this latter effect would be, since any
fanily that, under current rules, would be disqualified for excess
rescurces, could gsimply spend thex on current consumption to avoid
being disgqualified from the program. Raising the resource limit
would also weaken the safety net arquument for welfare. NMNM:>
guit

Expanding resource limits only for reciplents raises an(e
isgsue. Whey should families that had acguired assets while on AFDC

‘continue to be eligible for AFDC, while cther families that have
a similar level of assets while managing to stay off AFDC be

ineligible for AFDC?

i

Issues. Raising the asset limit in a time~limited AFDC program



wpay.not have a significant effecﬁfﬂgzggzw;;;; raaipxants would only

be 4110Wed £o receive-ald oY 2 years, although the potential for
agset ascunulation would be increased if the community service jobs
program were based on the workfare model, where recipients would
continue to get aid. If the community service jobs program retains
the income and asset eligibility rules, however, this proposal
could extend eligibility for the community services jobs and
because such jobs pay more than AFDC, may enhance the ability of
individuals to save.

AFDC MARRIAGE PENALTY

Current Law: Eligibility for two-parent families in APDC is
contingent upon the principal earner having a work history and now
working over 100 hours a month.

Piscussion: Some believe that the AFDC program discourages
remarriage, because the family would, in many instances, lose its
AFDC benefits. Some proposals would allow single~parent families
on AFDC to retain all or part of their benefits for a period of
@ if they marry. This is intended to serve as incentive for
arriage. There is no solid empirical evidence on this topic, but
the research available does not suggest that reeipt of AFDC
benefits is a deterrsnt to wmarriage.

Issues: What happens if a mother remarries just before her time-
limited assistance rung out? Can the intact family retain henefits
for a longer period of time?

EDUCATION/IMNRUNIZATION REQUIREMERTS FOR AFDC CHILDREN

Current Law: The AFDC program does not have ainimur attendance
requirements for school-age children, nor does it require
immunizasions for pre-schoel c¢hildren,

Proposalt Some proposals would sanction the AFDC caretaker 4f the
family's ehildren falled to meet gertain schaol attendanca andfor
immunization requirements.

pPiscussion: The intent of these proposals is to improve long-ternm
self-sufficiency and health status by increasing the school-
attendance of AFDC children by requiring them to meet ninimum
attendance standards and getting necessary immunizations or risk
losing some AFDC benefits. These propoesals are now being tested
by several States, but it is unclear what their impacts are.

Issues: If AFDC is time-linited, these regquirements mway lose their
meaning, unless alsc applied to those in community service jobs.

EARNED IRCOME TAX CREDIT (EI13C)
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turrent Law: The EITC was enacted in 1975 to provide tax relief
to low~income t B>with children. As originally enacted, the
credit equalled<l0 percent of the first $4,000 of earned income
{i.e., & maxinus cPedit-ofS500). . The credlt was phased out for
adiusted gross income (AGIL} or, if greater, earned income, above
84,000, and was entirely phased out for taxpayers with AGI of
_§$8,000. :

The EITC has been modified several time since its inception. MNost
recently, the Omnibus Budget Reconciliation 3Act of.- 18§0
substantially incré@sed the maximum amdpufit of the bagic credit-and
added an adjustcpent to reflect family mize. It also created twe
additional credits as Partaf the EITU, the supplementsl young
child credit and the supplemental health insurance credit.

For 1992, the basivc EITC rate ig 17,6 percent for taxpyaers with
one qualifying child and 18.4 percent for taxpayers with more than
one gqualifying child., The maximun bagic EITC is $1,324 (17.8
percent of $7,%20) for taxpayers with one qualifying child and
$1,384 (1i8.4 perceni-of $7,5620) for taxpayers with more than cne
gualifying ehild. is phased-oul for taxpayers with AGY (r, if
greatey, earned income) above $11.B40.at a rate of 12.57 percent

v//// for each dollar of AGI over the threshold (213,14 pEYuent for

families with 2 or more gualifying children). The basic EITC is
gompletely phased out for AGI above $22,370. The income thresholds
are adiusted for inflation. 'Table 1 ahows how these parameters

. have varied gince the progra?ﬁwwm{%.
Unlike most tax credits, thehﬁﬁﬁ%ﬁégméﬁfgﬁﬂﬁkl .e,, if the
amount of the credit exceeds thHE 8Y's Federal income *tax
liability, the eaxcess is pabale to the taxpaysr. Alsce, under an
advance payment system, eligible taxpayvers may elect to receive
the benefit of the credit in their periodic paychecks, rather than
waiting to glainm a refund on their return filed by April 15 of the
folloving vear. However, less than 0.5 percent of taxpayers who

claimed the EITC in 198% chose to receive advance payment of the
credit. f

The supplemental child credit is avallabe for children who have
not reached the age of one by the end of the calendar yzar., I%
uses the same limits and phasecut range ag the basic EITC. 1In
1892, the supplemental credit equals 5 percent of the first $7,520
of earned income; the phaseout percentage is 3.57 percent. The
maximum credit is $378. .

The supplemental health insurance credit component of the EITC ig
available for certain health insurance premium expenses. This
supplemental health insurance credit alsc has the same incone
limits and phaseout range as the basic EITC; it is & percent of
the first $7,520 of sarnad income and is phased out at a rate of
4,285 percent. The maximum supplemental health insurance credit
is 5451, It is available to offset premiums paid for health
' insurance coverage that includes one or more qualifying children:
it may not exceed the household's actual health insurance premiun



costs. The supplemental health insurance credit is refundable,
but in not available on an advance basis.

Proposal: In Putting Pecple First, President-elect Clinton wrote
that the Earned Income Tax Credit should be expanded "o guarantes
a *working wage” so that no American with a family who works £ull-
time is forced to live in poverty.®

Discussion: Proponents of expanding the EITC typically claig.that
it would intrease work incentivaa and strengthen families. ere
is little research on_this _gubiect, and economic theory provides
no c¢lear iRBIght into the direction of the effect on the low-
income population, The three ranges of the EITC -~ phase-in,
stationary and phase-out ~~ have different effects upon work
effort.

A worker in the phase~in range (earnings less than §7.520)
finds that both his net wage and income is about 18 percent
higher. The higher net wage provides an incentive to work
more hours, but the fact that income iz higher at the current
hours of work means that there is less need to work. Thus,
theoretically, the effect of the BITC in the phase~in range
ig uncertain, although most empirical evidence indicates that
greater returns to work at low income levels stimulate greater
work effort,

A worker in the staticnary range {(income between $7,520 and
$11,__ ) finds that his net wage is unchanged, but that his
income is higher by 81,3 {the maximum cyredit), which reduces
the need to work. Hence, in the stationary range the EITC
provides an incentive to reduce work effort.

In the phase-out range {(income between $13, __ and $22,__ ),
the worker has a lower net wage because of the 1 percent
phase~out rate). However, his income ig still highar because
0of the credit., Both of these ahanges pravide incentives to
reducs work effort. !

Ho er, there is also a fourth group: those who would not be
rking in the absence of the credit.. For them, the EITC is
simply & wage increase and their: work incentives are
unambiguousiy positive.
f

Since the EITC affects different groups differently, it is not
¢clear what its impact is on labor supply. ©One empirical study
(Koffman, 198_) of the EITC estimates that it reduced the “labor
supply of 170 raciplents by just over 30 hours a year.® Since
there were about 5.2 wmillion recipients in 1988, this transliates
%nto 276 willionihaars, or the eguivalent of 135 060 full~time
obg., Further;—since the avexngewwaga*ofwthn&g_;gaaiving the EITC
was~$4.31 an kaﬁfﬁ“{ﬁ&”%&ﬁuced work affort due to the &redit
réesulted—in—a Feéduction of $1.2 billion in earnings. Since the
EITC cost $5.5 billion in that year, its net effect in raising
incomes was 54,3 'billion. (This estimates does not include the
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impact of the $5.5 billion cost of the EITC on the private

BCONONY . ) !

It is worth noting that altheugh the EITC may'nat rajse the incores

of all recipients by the full amount of the credit, thosae receiving {f

the credit are unambiguously better off, since they have more
incomne than in its absence. Thus, if the overall wellbeing of poo

households is considered more important than their work effort, a

expanded EITC is an unambiguous improvement.

By increasing family incomes, an expanded EITC nmay reduce financial
pressures that lead to family stress. However, some families may
have incentives to split, since doing so would allow them to each
claim the EITC (assuming both parants work and 2ach has at least
one child) and perhaps receive a larger total subsidy amount.
While it is unlikely that there would be significant family effects
of this sort, the exanple shows that it is not clear the direction
these effescts may be.

Some argue that an expansien of the EITC achieves the gane
obiective of 28 minimun wage but does s0 directly and efficiently.
Bven with the enacted minimum wage increase, they argue that an
BITC expansion is still necessary to help larger families with low
wage “obs escape poverty. However, the degree to which EITC
benefits are targeted to the poor depends on how it is structured;
many proposals allow families with incomes wall above poverty to
receive fairly substantial benefits. The problem with restricting
the bulk of the benefits to those below poverty is that the phase
sut rate then has to be very high.

Perhaps the most convincing argument for an BITC expansion is that
it raises the well~-being of participating familles without causing
major reductions in thelr own self-support. Taxpavers generally
support the subsidy because it rewards those who take steps to
support themselves. However, as Gary Burtless has noted, expanding
subsidies like the EITC "will not smave taxpayer dollars either §n
the shoxt run or the long run.” Thus, some argue that s¢srce
Federal resources would be better spent by addressing the problenms
of the most disadvantaged and/or invested in initiatives that slso
lead to reductions in government spending {(i.e., are cost-effective
from a government-hudget standpoint}.

Some have expressed concern that the current EITC does not provide
greater assistance to larger familles with gréster nesdst—-They
ardUé that 1RCTeasing Lhe credit rate accordifg tvétHe number of
dependents would help protect larger families. Others note that
since the EITC is restricted to those with esrnings and at least
one dependent child, eg;z,ﬁgggg_g;mgggggggﬁgfhggiﬁgggr households
were.eligible in 1986, Twenty-three perce Ings-but not
children, 18 percent had children but no earnings, and 37 percent
had neither earnings or children. To increase its effectiveness

as an anti-poverty device, some recommend extending the EITC to
childless families and individuale as well.
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DEVELOP CHARTS/TABLES SHOWING BOW THE EITC WOULD HAVE TD
BE CHANGED 70 LYFT FAMILIES WORKING FULL-TIME AT THE
HINIMUM WAGE OUT OF POVERTY:; SHOW NECESSARY PHASE-IN AND
PHASE-QUT RATES: ESTIMATE CO8T -

Isguent Should the EITC be increased to raise gross income or net
income {i.e, less other taxes) to the poverty level? How can
advance payments on a monthly bagis be encouraged? Should welfare
program income be counted as income for EITC purposes to improve
targeting and minimize the cost of the expansion? If EITC refunds
are significant, how can employers make advance payments?

The EITC is an earnings subsidy; §t providses a payment based on
the worker's annual garnings. One concern expressed about earnings
subglidies, such as the EITC, is that they de not provide an
incentive to work harder for low wage workers who earn more than
$7,520 {(the level at which the maximum EITC subsidy is pavable}.
Mest propeosals geared at expanding the EITC would provide
incentives primarily to those with relatively low earnings, People
whose earnings arxre above §7,520 {or whatever other level is
selected} are made better off, but their reward for working longer
hours is unchanged. ‘
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HEMOGRANDUM FOR ¥EMBEKRE OF THE WORKING GROUP ON WELFARE REFORM,
FAMILY BUPPORT AND INDEPENDENCE

FROM: BRUCE REZD Sl F
BAVID T. ELLW0OD LD &, |
MARY JO BANE Ral
WORKING GROUP CO-CHAIRS |

SUBJECT: April 14, 1993, Meeting of the Working Sroup

¥e are happy o report that we asre ready to begin work on
Praaident Clinton's weifare reform agenda, As you know, the
Pregident hag callied for an end to wealfare as we know 1t by
giving people a real alterpative o welfare and a genuins
opportunity to ragain control of theldr lives.

He are writing €0 confirm your invitation to participate on the
Working Sroup on Welfare Raform, Family Support snd Independence.
The first mesting of the Working Group is scheduled to be held
Wednanday, April 14, 1993, =zt 4:00 p.m. in RFoom 324 ¢of the 0ld
Executive Office Building.

Attached is en agenda for the meeting and a notsbook that
includes information on the chargs o the Working Group, an
initial administrative plan, and a possible schedule for Working
Group &ctivities. ARisg included zre some refarence matexrials on
walfare reform.

We look forward to working with you to cavey ocut the President's
agenda .

Attachments


http:schedul.ed

Working Group on Welfare Reform, Family Support and Independence

April 14, 19383

O Introductory Remarks
o Welfare Reform Agenda -~ Vision
© Working Group Plan

o Schedule

o Wext Steps
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Charge to the Working Group on Welfare Reform, Family Support and Independence

The Working Group on Welfare Reform, Family Suppert and Independence is charged with
developing a welfare reform plan to submit to the Domestic Policy Council by Fall, 1993,
That plan will focus on moving people off welfare and out of poverty through increased
apportunity and responsibility. It will emphasize the need for low-income and disadvantaged
people {0 have real control over thelr lives, to live in dignity, and to support and nurture
their famibies. The plan will be based on the welfare reform agenda enunciated by the
Pregident which includes at least four elements:

o Make work pay. People who work should not be poor. They should not have to
warry about the cost of medical care. They ought to have access to quality child
care. They should get the support they need to ensure that they can work and
adequately support their families,

o Dramatically improve child support enforcement. Both parents have 2
respﬁniibihty to support their children, The system ought to ensure that children
receive the support they deserve from absent parents.

0 Provide the education, training, and support services people need to get off and
stay off welfare. People who want {0 get ahead and leave welfare cught to have
access to the training and education to do so.  Existing i{ammg programs need o be
expanded, improved and better coardinated. g

0 Create a time-limited, transitional suppert system followed by work., With the
first three steps in place, we can move 1o a truly transitional system where healthy
and employable people move off welfare quickly and where those who can’t find jobs
are provided with theny and expected to support their r‘a;niiies.

The Working Group will solicit input from interest groups, the Congress, state and local
government (including the National Governors’ Association Task Force), business, and
current and former welfare recipients, |

The Working Group will be comprised generally of senior, sub-cabinet level appointees from

.. affected Departments and Agencies.. It.will.be coordinated.by Mary_ Jo Bane, David. ..... .-

Ellwood, and Bruce Reed. |
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Initial Administrative Plan

The Working Group on Welfare Reform, Family Support and Independence will be
antnounced by the President at his first Domestic Policy Council meeting this month. Its
charge will be to develop a welfare reforre plan o submit to the Domestc Policy Council by
early Fall (See schedule below). This section describes how the Working Group will
function, its purpose and timelines.

Qrzantzation and Role

The Working Group will be comprised gencrally of senior sub-cabinet level appointess
representing appropriate domestic agencies.  They will report o the Domestic Policy
Council (DPC) which will make final recommendations to the President. The Working
Group will be conrdinated by Bruce Reed, Mary Jo Bane, and David Ellwood. s role is to
develop a plan, with options as appropriate, for consideration by the DPC. The members
will identify the major themes and set the parameters for work to be conducted by agency
staff. Working Group meetings will be held roughly once every two weeks and last for
ahout three hours. »

We propose beginning work on 9 issue groups. These loose and overlapping work groups
will be staffed by people from HHS, other Departments, OMB, DPC, National Economic
Council (NEC}, and Council of Economic Advisors (CEA). In addition, it is expected that
experts from the various departments will be called on as resources from me to ume as
necessary. The teams will be tasked to develop the information and data necessary for
decisions to be made by the Working Group. A preliminary list of issue groups is listed
below. For most groups a preliminary list of issues is provided. These groups and their
tasks will be revised as work procesds.



5.

Issue Groups

Making Work Pav

o

Economic Incentives and Economic Support: EITC, Other Credits and Transfers

Child Care and Other Supports

0

O

Child Care

Medical Care, Transportation, Social Supports

Child Suppert Enforcement and Insurance/Assurancs /

0

v,

Paternity Establishment

Collecting Child Support: Central Registries, Information Reparung, Updating,
Qther Methods ‘ i

State versus Federal Role, State Incentive Payments

Child Support Insurance/Assurance

Absent Parents

o Incentives, Supports and Responsibilities for Absent Parents

Welfare/Poverty/Dvnamics, Transitional Assistance l/

0

Characteristics, Dynamics, Needs, Health Status and Abilities of Welfare Recipients,
Single Parents, Two-Parent Families, Absent Parents, and other groups

Employability Screening Mechanisms; Administration and Design Issucs for Time-
Limits

Transitional Economic Support

Service Delivery, Client Focus, and Quality Management
f

t



6. Providing Education, Training and Support

¢ Education and Training Strategies, JOBS, JTPA, Links to BEducation, ete.

7.  Post-Transitional Welfare and Work /

o Work Strategies After Transitional Welfare {links closely with Make Work Pay
groups) -

o Child Care and Qther Support Services (same groups as above)

8. Disability

o Ongoing Support for Those Temporarily or Partially Unable o Work

9.  Cost Estimates/Analysis

o Cost Estimation
0 Financing
Additional groups may be formed at some later daie to examine such topics as the

Interaction, Consistency, and Possible Consolidation of Multiple Transfer Programs and State
Demonstrations and Walvers,



@

1. MAKING WORK PAY

Economic Incentives and Economic Support: EITC, Other Credits and Transfers

4

14

How can we ensure that more eligibles receive the advance payment of the EITC?

Should application for the advance payment of the EITC be integrated into the
provision of other services?

How could the EITC and AFDC income disregards or a Child Support and Insurance
payment be integrated?

Should changes be made in the treatment of the EITC for transfer pragrams other
than AFDC? :



2. CHILD CARE AND OTHER SUPPORTS

Child Care

o How much child care is currently being used, what is the adequacy of supply, and
how does that compare with the demand that might be ' expecled under various reform
options?

!
0 How can current child care programs expand to meet the expected demand? What
are the associated costs? |

o Can child care be more effectively 1ntegrated with other pre-school programs,
especially Head Start?

Other Supports: Medical Care, Transportation, Social Supports

o What work related services would be especially useful in helping people find and
retain jobs?

o What is known about the importance of transportation services and alternative
ways of providing them? |

o Depending on the status and impact of health reform, what medical insurance
systems are needed to guarantee that people leaving welfare for work get
coverage?

0 What other support services should be offered and how? Should State flexibility in
the choice of support services continue or should certain support services be
mandated? f

o How should the Federal government ensure that the appropriate level and mix of
services are available to recipients on a timely basis?



3. CHILD SUPPORT ENFORCEMENT AND INSURANCE/ASSURANCE

Paternity Establishment
o What should the Federal/Siate roles be in paternity esmblishmenl‘?

o Should States establish paternity for all out- ef—wedii}ci( births, regardiess of welfare
status?

o What incentives and paternity measures could be devised 6 increase the number of
paternitics that states establish?

o Should Federal mandates on procedures or an administrative process be required so
that stales streamline paternity establishment?

State Yersus Federal Role, State Incentive Payments

o What should be the role of the Federal government in child support enforcement?
Should the entire child support program be federalized, or should the cusrent
Federal-State partnership be paintaioed? Should the ZRS have an increased role in
collections?

o If the Federal-State partnership is maintained, should States be required to move
toward a central, unified State administration and administrative procedures?

o Should the current dual system of support enforcement be eliminated, so that all
parents are provided squal services without regard w IV-D or AFDC status?

¢ Should there be an alternative funding and incentive pavmefzz structure for the Child
Suppeort Program?

Collecting Child Support' Central Registries, Information Reperimg, Updating, Other
Methods

¢ Should central registries ov central clearinghouses for child support payments be used
1o monitor child support payments, so that the government can take a more active
role 1t seeing that all children receive child support payments?

o How can new hire information be used to maximize the effectiveness of wage
withholding?



o How can all child support awards be updated on a pcriloclic basis, so that child
support awards are fair to both the parents and children?

o What measures should be adopted to improve interstate enforcement of child support
obligations?

0 What other child support enforcement techniques should be implemented nationally?

Child Support Insurance or Assurance
!
o Who would be eligible? What would be the basis for determining eligibility?
o What would be the level and structure of the guarantee;?

¢ What should be the program’s administrative structure?,

0 How should the assured benefit interact with other means/income tested programs?

=]

Should the program be national, state phased in, or state demonstrations?



4. ABSENT PARENTS

Incentives, Supports and Responsibilities for Absent Parents

0

What incentives could be used to increase the paymem' of child support by absent
fathers?

Can spectal programs for absent teen parents be designed that would lead to
greater future responsibility toward the children of out-of-wedlock births?

Should work requirements be imposed on absent parents who are not supporting
their children?

What training and education programs could be used to increase the financial
ability of absent parents to pay support? ‘

How could the payment of child support be integrated into other supports that are,
or could be, provided to absent parents?



5. WELFARE/POVERTY/DYNAMICS, TRANSITIONAL ASSISTANCE

Characteristics, Dynaniics, Needs, Health Status and Abilitics of Welfare Recipients,
Single Parvents, Two-Parent Families, Absent Parents, and Other Groups

o

What are the characieristics of short, medivm, and long term welfare recipients, with
respect to education, employment background, health, etc.?

What is the pattern of monthly welfare dynamics? What parbon of the caseload stays
on for 12 months, 24 months, 36 months, e.?

How common are frequent movements on and off welfare? What causes these
movements? ’ ’

What are the characteristics of intact two parent families?

What is the ability 1o pay of absent parents? What are their characteristics?
}

Employability Screening Mechanisms; Administration and Design Issues for Time-Limits

0

Wheo should be expected to work? What groups should be targeted? What groups
would be exempt? Under what circumstances might individuals be eligible for an

extension on time limis, €.g., to complete education, training, or other treatment

gouis?

What do we know about successful client assessment and targeting strategies?
How should we treat those who are unable or nnwilling to work?

What sanctions/incentives should there be?

How long should the time limit be? Should there be a single time-liraied policy?

Should there be different strategies tailored to subgroups? Should returns fo welfare
be allowed and under what circumstances?

Transitional Econamic Support

O

4

What level of public aid should be provided during the transition period?

Should rules commespond to existing AFDC rules or be completely revised? For
instance, should increased earmned income disregards and elimingtion of the 100-hour
rule be part of 2 make work pay strategy? Should elimination of categorical
requirements, such as the AFDC-UP auachment 1o work rule, be part ot 2



strengthening families agenda? Should increasing the asset imit and the equity vaiue
of 2 vehicle be part of an agenda fo encourage work and savings?

Should we consider 3 uniform minimuem benefit?

Should other transfer programs be integrated and coordinated with the transitional
benefit? "

How should the program be implemented? What components could be implemented
nationally? How should the program be phased in? For what aspects would we want
to encourage State demonsirations? '

Service Delivery, Client Focus, and Quality Management

Q

0

How can we ensure that recipients are treated with dighity and respect?

i
What do we know about suceessiul service delivery? How can the welfare system
be arganized to address the multiple needs of families?

What management lessons can be applied to new or modified programs?
What are the appropriate performance measures for program workers?

How can we ensure community involversent and accountability?



6. PRQVIDING EDUCATION, TRAINING AND SUPPORT

=

Education and Training Strategies, JOBS, JTPA, Links to Education, elc.

Q

What education and training strategies have proved mogt effective in the past? Wil
employment and training progranis be much more effeciive if work really does pay?
Should programs be redesigned if it does?

How should the Federsl government measure and ensure that the appropnate level
and mix of services are available to recipients on a timely basis? What can be
done 10 ensure that States use ali of thetr AFDC-JOBS funds?

How can public-private partnerships be developed and schools used to provide new
opportunities for education and training (0 move people into jobs?

What should be the participation requirements? Should participation in activities be
mandatory or voluntary during the time set for transinonal assistance? What other
partivipation options should be allowed, such as volunteer work, private subsidized or
unsubsidized employment or combinations?

How can activities be structured 1o minimize the nsumbey of individuals who reach the
time Himit and are unable to sustain themselves independently?



7. POST-TRANSITIONAL WELFARE AND WORK

Work Strategies After Transitional Welfare

o

How should the post-AFDC (or post-transitional aid) jobs program be structured?
How much emphasis should be given to public jobs, community work experience
programs (CWEP)}, and private jobs? What has been the experience with job
programs in the past?

How universal should these jobs be? For former weifare recipients only, or for other
poor as well?

Should jobs be traditional, or adapted to the particular needs of Jow income parents,
especially single mothers?

How should work hour obligations, i applicable, be determined?

How will this program be coordinated with other employment and training/education
programs?



. 8. DISABILITY

Ongoing Support lor Those Temporarily or Partially Unable To Work
0 What kind of support should be provided to those who are partially disabled?
0 How should those addicted to drugs or alcoho! be helped?

o How should those people who are borderline retarded or borderline mentally ill be
treated? Should thers be special support provisions made for them?

o Should those who are unable o secure employment because they are learning -
disabled, functionally illiterate or otherwise have substantial barriers to
employment, be treated uader special rules or given special supports?

o Should those persons who are temporarily disabled be allowed to receive specral
support?



H

8. COST ESTIMATES/ANALYSIS

Cost Estimation

(3

0

What are the costs of each of the major options?
:
How can we improve our ability to make cost estimations?

¥

Financing ;

&

How much in Federal funds is z;wdeéz’ayaziab ¢to ;mpie:meﬁi the President’s welfare
reform proposal? .

]
How can Federal matching raies be structured to mammzz& incentives for cost-
effective programs while maximizing incentives for State commitment of expenditures
for administration priorihes?

Should funding be open-ended or capped?

How can private sector resources be leveraged to provxde services and employment
Opporiunities? |

¥
How should changes in financing the proposal be phased in?

'
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