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AN END TO WELFARE As WE KNowIcr 

In your campaign, you set forth two ideas with the potential ,fr.l'i.iii'{t"{"'"IlI the 
lives of millions of Airieticans: that people who work shouldn't bep'X>1, 'lhd that no 
one who can worle should stay on'w~lfare forever, 

, , 
'0'" ' , . 

These ideas represent iI 'sweeping political, economlci;!m4,fPi:iral 'iti\perati~c'f")t 
your Administration: to reward, work and family, demand personal reSpc:lsi;;ili~ """, 
build broad and lasting support for programs that empower people !.l,d !C"W !lie cycJ;y: 
of dependence. ' 

." , .:. ". ) ':--fHl':... 

We kn~w the prpblem:.over uoO,t of the past tMee dec~es,'~~ll~~(ng;,bur,' 
dened the poor with sociaJ:!>Olicies th,;!pellalize work and _.";ffuiltib;.ecdri"",ic 
policies that favor the rich and pum,", the poor, and It welfare sy~:'!,,, tha, ",,!,S initia
tive and undemunes personal re5p01'l"ibllity.The Los An~ ~is:;;l';' year th"v~d 

">O!hln '. "w, h'th tthe !estriskof all' '"",.a grea lS \lVlng 4. • g. ... ,,: ..\, ;;.1;,;., • ~.;. '. : 
, ":; ," .' ;tt:'"" ' ,.c •. 

, , In ~ ch;lJ:!ers, w€"d~ empOw.;rihg the ~i: by)i>J~I7;as:d~',~",,~
ties III which, they live: co"'!"uruty development banks, tenant man.!!~mi?1\f!if public 
hOUSing, commumty policing to' p"HOO,ooo cops lln the beat fight;;"g crime. nil!' chRP
let is about what the CHnion Administration cart'do to 'r/",;;~.(l~9rl<"i'ay, J:ru,p,ire person.]", 
responsibility,andendw~asweknowit" . ";,,,",:. ~;. ' 

., , ,,' ..:.r:.. 
Political Background "".' 

During the campaign, you put forward an empowerment agendn that is pro
family and. pro,work, including' pledges to expand the,.)'krnecl In<ome Tt~' Credit 
(Erre), make afford~.ble health ,;are available to all, c,'"ck down on child suppa'::' 
enforcement,;and relorm the we!.fare system to Mucate and 11;a(~" peQP1~1; iIl1d requhe 
them to move from welfare to WOlk Within twqye'3rs., "" ;,.' J: "" .. 

" ..-, '.. '!I.\,.. ...... "'. \.' 

Many of these propo,sals wlll)ie well reOOive\il,jn th.i ~S"1~, 'Where tbp."'>i~ 
much support {or an expanded llJTC and lOugh>::r chUd .upporl·"'i!o~t'the 0«'" 

te!pie<:e of your welfare refotm plan - tl¥, two-Y,!'at time limit -will be tru>rer.ontl c
versial 'i,,,;, . '.'l'..,< ", '" . . -"} -. "'-/~ ._

.!, ~" " •• ',"," c. ,.,. h! ' 

Fourye~ ago, even though both the Reagan Achiu.j;\~i;i;:1;~;~V'the cc"I!-TI!S
sionlll Democrats suPR')ljea welfare reform and'''rganlzed'''''l'posltioi!T;;f''';''cce= (the 
Senate v<¥e,was97-1), the issue tied up ('~ fot over a year. Thls time the task witi 
be.mi>Il! diffu!u,\t Public employee. ud"ruH't16most;ad~.cy,gw.!1PS opt''''' work 
requirements, ~~.~~.~ the ~ sh~re itfia!'View. Thete-;~:jlil8 will not ,,~l;ack , 
the new A~tr.tiorHlirectly ift\'~i """ ,,01r,lt, ,but bemnd the ~IWC t}"',I"Wm 
work to expanp. the,!!.ptions, weaken the n"h~"""".,'?tt',nde?lriIiI"':;,l:!e'w'Mk' 

"'';'i:l «, !1"~ '.,J.'r«!', ",' ' . , 
f' ,." 'J.p~~, 
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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: io help US deVelop a bill they can support. 
Sen. Moynihan and Rep. MatsUi (the new head of the Ways &: Means subconunittee) 
have told us they support this strategy of enlisting state support. 

Significantly, the Republican members of the Ways and Means Committee 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 p~ ($3 
billion a yea~ in the out years), so it shoUid be possible to develop 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 
_ time-limited welfare work is to support and enoourage.flexibilitY, 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 oommunity service .. 

In the meantime, we would be bUilding the pillars a(:!\)Ss the oountry to support 
this system: a national service program with community service placement councils at 
the local level; a health care system tha~ makes affordable·care available to all who 
work; fully-fonded early childhood interVention, nutrition, and health programs that 
make SUre all children, regari!les. of income, can come 10 school ready to learn; housing 
programs that give families a slake in how ~d where they live; and a child support 
system that enforces personal responsibility through the tax code, not the courts. . , 

That, at least, is the vision. Here are the hard reaJIties of how to get there. 
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EXPANDING THE EARNED INCOME TAX CREDIT TO 

MAKE WORK PAY 

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 EITe needs 
to be in order to bring full-time workers and their families up to the poverty level. But 
the EITe is a much more effective tool to fight poverty than the minimum wage. While 
a larger EITe may cost more in direct outlays, 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 me to lift all working families of average siu out of poverty. If the 
minimum wage is no! indexed, it will cost another $500 million. This is a small price to 
pay compared to the effects of an indexed minimum wage. 

A National Crackdown on Deadbeat Parents 

The·Family Support Act of 1988 required alales to 1) ask unwed mothers for both 
parents' Social Serurity 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"10 • 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 nightmare - 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'" steps to follow through on your campaign 
pledge to "do almost anything to get tough on child support enforcement" and restore 
the notion that governments don't raise children, people do. 

IRS Collection ofUnpaid Support 

The CUlTIlnt enforcement system performs poorly, and federaliztog 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 undertaking. Even the staunchest 
advocates of full federalization believe it is years away. They re<:ommend 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 am 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 bumaucracy. (David Ellwood, for instance, prefers experiments in child 
support assurance, as described below,) 1be argument for moving toward IRS collec
tion is that it has enormous long-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 mom needs to be 
done, We recommend the following changes, which should attract bipartisan support: 

• 	 Requlring states to rep~rt deadbeat parents to major credit agencies. 

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

• 	 National goideUnes SO !hat child support .wards 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 tha 
, existing statute that allows self-insured companies to avoid providing 

health coverage for the non-custodial children of their employees. 

• 	 A requlrement thet all states have central registries of aU child support 
orders and a central mechanism for collecting and disbursing payments; 
also, employers should be requlmd to report all new hires to the child 
support agency; and 

• 	 Eliminating the current confusing incentives system, with money used for 
this purpose folded into the regular f child support match 
so that the federal government picks up 85 percent of administrative 
costs; at the same tim~, requlring states to spend their federal child sup 
port enforcement funds on child support enforcement, instead of using 
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them to subsidize other programs. 

Child Support Assurance Demonstration Projects 

Many experts, including Ellwood, b€lieve that time-limited welfare will work 
only if il 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 .ssurance are clear: It would help the thou
sands of children who go hungry when thair fathars 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 chlld support assurance 
would b€ expensive ($2-5 billion a year), and we don't know whether it will work. 
Many argue that lathars will be even less likely to meet their child support obligations 
if they know that government will provide for their children whether they payor not, 
and th.t 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 coliect them. 

We recommend a series of demonstrations to see whether child support assur
ance works before committing to • 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 KNow IT 

The heart of your promise to those on welfare is a radical transformation of 
AFDC 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 Gob search, education, training, 
child care) aimed at getting them off welfare; (2) cash benefits will b€ limlted to two 
years; (3) after two years, all those who can work will have to work. 

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

1. Feasibility - Can the stales make the program work in the time frame demand
ed, under the constraints imposed and within the available funding? This is no small 
chaUenge; 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. CWE?, the 
work component of JOBS, currently has only 13,000 participants nationwide. 
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2, Results - Does the reality match the rhetoric? Have we ended welfare as we 
know il? The reforms have to have wide impact 10 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 nwnber of people who have moved from welfare 10 work. 

3, Cost - Can we afford it? Can the slales afford il? And what will we reaUy gel 
for our money? 

4. Flexibility -It is up to the states to prove that time-limited welfare can work, 
Surprisingly liltle research has been done on the overall effects of work requirements on 
AFIlC recipients. Any national program must encourage all manner of experimenta
tion at the state level. 

OPTIONS FOR TlME·LIMITED WELFARE 

Option 1: Universal Workfare 

The most literal implementation of your promise would be to seek an immediate 
two-year limit on all AFIlC 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 aU who need it, and comply with a rela
tively rapid timetable for phasing in a work program that would apply to aU AFIlC 
recipients after two years, subject most likely to current JOBS exemptions. 

Advantages: The best argwnent 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 nwnber of people most qulckly, and would give you the 
best chance to point to large nwnbers of people moving from welfare to work. The cost 
per person would also be lower, because most states would tum to workfare rather 
than public jobs programs. 

Disadvantages: This approach would require a massive, rapid phase-in of a pro
gram with which the slates 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 80 on, 

This approach would also have a chilling effect On state experimentation with 
creative welfare reform. The more the program demands of slates, the less they will be 
able to take on other chaUenges. Finally, because of the large scale programs, it would 
be very expensive - at It!ast $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 qulckly to a two
year time lini.it 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. Requlre participating states to design a system that can track recipients' partici
pation in employment and training. A comprehensive evaluation plan will have to 
accompany the state proposal. 

3. Require participating states to adopt some form of time-limited cash assistance 
for those who can work. Some states could adopt CWEP, 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 
EITe, tougher child support enforcement, and national health care. 

Advantage.: 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 tum 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 to focus all our attention on making people work instead of 
moving them off welfare. 

Di.advantage.: There·are obvious drawbacks to any effort to slow-dance the 
problem. First, asklng • few states to conduct experiments inwelf.re reform without 
enacting a two-year time limit will not end wellare 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 a 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 ofl 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 aspeots of the program 
would be universal: all AFDC recipients would be guaranteed up to two years of edu
cation and training, and all new AFDC 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 dU!'
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 
lest and evaluate ways of implementing the work requirement and creative welfare 
altematives that are broader in nature. As in EUwood'. plan, states would be allowed 
to redirect extsting 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 avallable 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 pha....in must, in all 
cases, be completed by year 10. 

Advantages: This option gives states more time to gear up for the work require

S, 
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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 

Year 4 422,979 

YearS 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 
• year by 1997. As with Option 1, states will.ti11 be hard pressed to find meaningful 
work for large numbers of AFDC recipients. 

Suml1Ulry 

We favor Option :3 as the best way to encourage experimentation while requiring 
broad participation. We believe this proposal can attract a wide range of support from 
academics like Ellwood, policymakers !ike Senator Moynthan, and reform-minded gov
ernors 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 drafting a bill and affect how labor, the 
states, and liberal advocacy groups uitimately 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 rolis within the 
first six months, so • mandatory program wouid 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 (eWEP), or workfw:e, 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 (PSE), 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 oontinue providing for the chlldren, but AFDC itself would end. 
PSE feels more like a real job, and is more popular with labor. It's also more expensive, 
as labor will likely push for at least 125% of the minimum wage. 

Subsidized private sector employment would clearly be the preferred model. 
For years, AFDC law has permitted diversion of welfw:e 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 (eWEP); Public Service Employment; subsidized private sector employ
ment; or a combination. That will aSsure a range of evidence for researchers to 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 potentiallabor-intensivejobs that could meet unrnet public 
needs. But it still won't be easy to find Jobs for welfw:e recipients. We will work with 
AFSCME and service organizations to identify the types of work that should qualify, 
and develop guldelines for dealing with the difficult issues of displacement that will 
come up consistently throughout the country. 

To reduce bureaucracy, the same local counclls 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 welfw:e into public sector jobs to work side by side. 
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How much work will be required? 

Currently, in low-bene lit states, the CWEP work obligation is so short as to make 
the program of little value (in some states it'. under 10 hours a week). As a result, 
about half the states have eliminated the program altogether. We recommend adding 
'!he 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 highiy contro
versial, it wiD also result in • more meaningful work obligation in all states (for mothers 
with children under six, the work obligation would .till 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. II she doesn't, she loses $60. Since a 
third of this is made up by an increase in food stamp benelits, 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 benelits 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 lOBS 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 rolls. 

How should federal funding be structured? 

Welfare reform of the magnitude being discussed will (051 around $4 billion 
when fully ph.sed in - plus another $4 billion to expand the ElTC. We can hardly 
expect states 10 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 10 manage the money carefully (or so it is said), A workable funding structure 
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should be the subject of • working group with representatives of the states (NGA &: 
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 • 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 ofany works program. 

Other Empowerment Initiatives 

We should raise the AFDC asset limit from $1,000 to $10,000 for assets retained 
for improving the education, training, or employability of family members, or for the 
purchase of • 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 thet allows welfare redpients 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 polities will result in roughly an 8 percent reduction in 
AFDC payments by the fourth year. Th1s is in the range of reductions that have been 
experienced in other welfare reform demonstrations, particularly those administered by 
MORe. Some will argue thet there is no evidence that work requirements, as such, 
reduce welfare caseIoads. On the other hand, the Clinton program includes a range of 
policies that goes well beyond simply mandaling work. Indeed, this is a more ambi
tious set of policy changes than has been attempted previously. 
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BUDGETARY EFFEcrs 
(In Billions) 

'Nor 

PROGRAM FY93' FY94 ~ ~ ~~ 
me .700 1.000 2.000 4.000 4.200 4.400 15.6 

Expan<led JOBS 0 .600 1.500 2.600 3.800 4.000 12.5 

CliJd 0 .200 .300 .400 .500 .600 2.0 

Caseload Reductioo 0 0 -.400 -.800 -2.000 -2.200 -5.400 

WELFARE SUBTOTAL _700 IJ100 3.400 6.200 6:500 6JI 24.700 
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SUMMARy OF PROpoSALS TO TIME-LIMIT ArDC 

President-elect Bill Clintgn's Proposal 

In putting People First; How We Can All Change America and in 
other campaign materials. President-elect Clinton and Vice 
President-elect Al Gore describe a welfare reform proposal that 
involves time-limiting the receipt of Aid to Families with 
Depen~ent Chil~ren (AFDC). Accor~ing to these materials. AFDC 
receipt would be limit~ to 2 years for all those who are able to 
work. During the 2 years during which receipt ia allowed. 
Clinton and Gore intend to "relmpowcr geQple with the education, 
training, and child care they need ••• so they can break the 
cycle of dependency" (1992. p.165). 

At the end of the 2 years, the Clinton and Gore proposal requires
those who are able to work to go to work either in the private 
sector or in the public sector. For tbose wbo cannot find 
private sector jobs, Clinton and Gore recommend providing
"dignified and meaningful community service job[s]" (1992f 
p.165). 

The Clinton and Gore plan also includes other antipoverty 
proposals: 1) universal health care; 2) passaq6 of the Family 
and Medical Leave Act: 3) an expanded Earned Income Tax Credit 
{EITe}; 4) an increased mini~um waqe; 5) creation of a national 
apprenticeship-style program; 6) requiring employers to spend 1.5 
percent of their payrOll on continuing education and training; 
7) provision of loans to low-income entrepreneurs and homeowners 
in the inner cities through a nationwide network of comm~ity 
development banks; 8) creation of urban enterprise zones: 
9) passage Qf Ita more progressive Community Reinvestment Act" 
(1992, p.167); and 10) various proposals to strengthen child 
support enforcement. 

!
Additionally. Clinton and Gore suggest: 1) enabling "low-income 
AmeriCans to set up Individual Development Accounts to save for 

~ 	 specific purposes such as post-secondary education, home 
ownership, retirement, and small business startups· (1992, 
p.166); and 2) elimination of regulations that discourage 
Americans who receive AFDC from savinq money. '"'-- t4.+-~ ? 

Jtwf~? 
Will 	Marshall and Elaine Ciulla KAmer_tis PrOROSAl 

Will Marshall an~ Elaine Ciulla Kamarck's wReplacing 
Welfare with Work." in by Marshall an~ 
Martin Schram). suggests placing a on AYOC 
receipt for able-bodied recipients. who make 
the transition to private-sector work after their AYOC benefite 
run out. they recommen~ offering the opportunity to work in a 
community service corps at minimum vaqe. 
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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 reciplents to participate 1n prior 
to the end of the time limit. They maintain that programs that 
offer such services r~rely 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) . 

M rshall 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 aLDational child support system] which would require 
~custodial 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. 

Other antipoverty strategies targeted to AFDC recipients includV 
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 ~ ~ 
experiments that promote self-employment. cr,U" "a 
also recommend providing poor people with vouchers to allow them 
to choose the services and providers that are best suited 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. 

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 opportunities 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). 
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David Ellwood!s Proposal 

In poor sunport; Poverty in tbe American Family, David £liwood 

SU9gests four fundamental steps to address the poverty of sinqle

parent and two-parent families. They are as follows: 1) ensure 

universal medical coverage; 2) make work pay; 3) replace the AFDe 

and Food Stamp programs with transitional assistance of limited 

duration; and 4) provide jobs for those whose transitional 

assistance has ended. According to Ellwood. if these steps are 

combined with a child support assurance program, "we can address 

most of the key problems of single mothers" (1988, p.175). 


Ellwood argues that making work pay. instituting child support 

assurance, and ensuring universal =edieal coverage are 

prerequisites for fully overhauling the welfare system. His 


~l 
suggestions for making work pay are raising the mini~um WAge; 
expanding the EITel and instituting a refundable child care 
credit. These policies; he arquas, would make it possible for 
people to support themselves and their families. _ 

For two-parent families Ell~ood suggests that the transitional 
support period might be 12, 24, or 36 months~ Once someone had 
used up the full amount of their transitional aid, they could not 
receive any more transitional aid until they had worked a minimum 
number of weeks (such as 50 to 100 weeks) and then this 
additional aid would be limited. While receiving transitional 
aid, these recipients would be offered both trainin9 and support 
services to help them become self-sufficient again. Minimum-
wage jobs would be available for those who had exhausted their 
benefits but still did not have work. (Ellwood believes that] r .• ~1 
this jobs program would be small because only a very s~all ~JI ~ 
percentage of two-parent families are poor for a long period. q,4f) t..~: 

Ellwood proposes a transitional support period 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 support and 

training services available during the transition period, and 

nthe program would be designed to help people achieve 

independence.*' At the end of the transitional period, cash 

benefits would end (althou9h some of the child care and other 

services might be continued) and the family would have to work 

flsome considerable amount of timen before they could requalify 

for welfare payments. According to Ellwood'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 

those who are unable to find private-sector York. Ellwood also 

argues that there will be people who are in need of very 

intensive services but who ao not quality tor disability 
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programs. He says such cases should be evaluated on a ease-by
case basis and not be allowed to shape the whole welfare system. 

The rationale for time-limited welfare, accordinq to Ellwood, is 
that unless the welfare system is changed, there is "little aid, 
incentjve, or pressure for single parents to work~q He also 
6elieves that time-limit~ng welfare will help avoid what he 
refers to as the ~ 1) the security-work conundrum, 
which is the conf~ict between the desire to help those in need, 
and the likelihood that they will reduce their 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, yet providing single-parent 
families with benefits may provide an incentive for the formation 
and perpetuation of such families; and 3) the targeting-isolation 
conundrum, which is concerned with effectively targetinq services 
to those most in need t without isolating them from the economic 
and political ~ainstream (1988, p.23). According to tllwood, 
transitional assistance would be a second chance for people, not 
an opportunity to manipulate the system. 

Weber Bill in the House of Representatiyes 

The purpose of the bill introduced by Congressman Weber on June 
25, 1992, is to amend the social Security Act Uto provide welfare 
families with the education f training, and work experience needed 
to prepare them to leave welfare within 4 years." Key features 
of the reforms suggested in this bill inolude the following: 1) 
requiring States to provide recipients with the education, 
training, and work experience they need to leave welfare; 2) 
reqUiring that each recipient of Aroe participate in the program 
(with cartain exemptions permitted); 3) involving each 
participant in program activities for at least ten hours per 
week; 4) imposing a series of penalties for those who decline to 
participate in the program; 5) establishing a time limit, wherein 
fla 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 
baen eligible to participate in the program for periods 
Aggregating 4 years"; and 6) mitigating a marriaqe penalty for 
welfare recipients. The bill also suggests allowing States to 
use the su:m of money that would otherwise be used to provide AFOe 
recipients with Food Stamp benefits for subsidizing jobs under 
the Work Supplementation program. 

Additionally. the bill would reguire perents who receive AFDC to 
demonstrate 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 maat the requirements, their AFDC benefits may be 
reduced. 
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Hjckey Raus's ProRQsal 

In The End of Equality, Hickey Raus proposes replacing the AFDC 
program "and all other cash-like welfare proqrams that assist the 
able-bodied poorll with an offer of a public sector job for every/ 
American citizen over Aq8 ~s who would like to have such a job.
The public sector job would be -useful" and would pay sli9ht1y 
below the waqe. Additionally, the qovernment would 
provide subs in both the public and 
private American who works full-
time has enough money to raise a normal-sized family with 
dignity, out of poverty· (1992, p.125l. To supplement the ~ 
earnings of workers whose work still leaves them below the ~ 
poverty line, he would in;rease the RITe. Accordinq to Kaus, the 
public-sector Jobs that are created woulalbe available to 
everybody, without attention to their sex, marital status, income 
level. etc. 

Under ~austs plan, those who do not take advantage of these 
public sector jobs, including single mothers, would not receive 
any welfare payments. In order to enable the single mothers to 
work, any needed child care ~ould be provided to them for their 
children, and this should be funded by the government when 
necessary, according to Kaus. If a sinqle mother refuses to work 
and her children are found "living in squalor and filth ••• 
[then] [s]he is subject to the laws that already provide for 
removal of a child from an unfit home. n Kaus sU9gests society 
build orphanages for these children (1992, pp.126-7). 

vE
Those who are unsuccessful at or unwilling to work would end up 
relying on public in-kind services (such as soup kitchens) and on 

ritable organizations. [The qovernment would subsidize 
Qunselling, thera ; and job training for people_ but it would 

not give them cash~ 

taus"supports tougher enforcement of child support payments, but 
opposes child support assurance, where the government would 
guarantee a minimum child support payment. Kaus does not believe 
that government workers should be laid off, but he oDes believe 
that the government should be able to replace workers who leave 
through attrition with guaranteed jobholders who are not Subject 
to prevailing ~age requirements. Kaus estimates that the eost of 
his proposal would be between $43 and $59 billion more than 1s 
being spent now (not countinq the value of the work done ~y those 
in guaranteed jobs). 

Kaus's rationale for this proqram 1s to transform the ·welfare 
state into the Work Ethic state, in which status, d1qn1ty, and 
government benefits flow only to those who work, but in whicb the 
90vernment steps in to make sure work is available to all" (1992, 
p.127). He is interested in transforminq what be refers to as 
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"the culture of poverty" by replacing welfare with work (1992, 

p.12S). According to Kaus, replacing cash welfare with work 

"would • • • end the disgrace visitad on the underclass by 

welfare itself." Welfare, says Kaua, is not stigmatizing because 

of the impersonal bureaucracy which provides it, but because it 

"goes to able-bodied people who haven't neoessarily worked and 


. who aren't necessarily working" (1992, p.137). 

Shaw. Johnson. and Grandy·, Proposal 

In "Moving Ahead: How America Can Reduce Poverty throuqh Work,n 

Representatives E. clay Shaw, Nancy L. Johnson, and Fred Grandy 

suggest a number of demonstration projects to test different 

strategies to reform the welfare system~ 


First, th~y recommend d.;on;tra~esting time-limited AFDC 
(not including guarante ~\~D ~~se who do not find other 
work after the time-limited assistance is over)~ Although the 
number of years of AFOC receipt that would be 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 a disabled 
dependent. They recommend that States allow parents "several 
years*' to prepare for work, where all non-exempt AFOC recipients 
would be 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 young mothers who become dependent upon welfare, 
the lIentire culture {which} has grown up around life on AP'DC, 
Food Stamps, Medicaid, and housing," and the lent;Jth of time 
people remain on welfare (1992, pp.32-3). They conclude that the 
length of time people remain on welfare is a serious problem 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. They believe that people need both assistance and pressure 
to move off of welfare. 

As a second suggested demonstration, Shaw et al. recommend 10nq
term demonstration projeots testing ~ use of government jOt'- to 
replace welfare. According to their criteria for demonstrat on--
projects, States would be able to require recipients to work tor 
the number of hours equal to their grant (either APOC or AFDC 
plus Food Stamps) divided by the minimum wage. Welfare 
recipients would continue to receive their regular eheek. They 
would also require that at least one demonstration combine t1me
limited welfare with mandatory work. {This is in contrast to the 
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first set of demonstrations proposed above in which only time
limited welfare was being tested.) 

Additionally, Shaw at a1. recommend several reforms of current ~ 
law as part of their welfare reform proposal including: 1) ~ 
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 at al. proposal Buggests additional 
demonstrations in the following areas: 

Demonstrations testing 6biid B~r;>assurance, with the 
following characteristics: the qparerytee level should fall 
between $1,500 and $3,000, with a max1mum 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-far-dollar. 

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. 
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Report of the Task Force on Poverty and Welfare. Submitted to 
Gov. Mario H. cuomo 

In A New Social Contract; Rethinking the Nature and Purpose of 
Public Assistance, the Task Force on Poverty and Welfare put 
forth a time-limited welfare proposal in order to clearly focus 
the AFDC proqramts orientation on work. The Task Foree proposes 
to restructure the' AFDC proqram into two new programs: 1) a 
"time-limited transitional program of temporary income support 
and service delivery in preparation for work" (1986, p.74); and 
2) a guaranteed work program for those who are unable to obtain 
unsubsidized employment~ 

According to the Task FQree j the main purpose of the transitional 
program would be to help people who can work enter or rl-enter 
the unsubsidized labor market. The welfare recipient would be 
obligated to partiCipate in education, training, and placement~ 
activities in return for the income support received by his or 
her family. All recipients # including single parents, would be 
required to participate, althouqh new mothers would be exempt 
from participation for "an appropriate period of time" after 
childbirth and the parents of disabled children mi9ht also be 
excepted. The main features of the transitional program 
recommended by the Task Force include: 1) counselllnq, testinq, 
and assessment; 2) intensive education, training, placement, and 
supported work; 3) support services, especially 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 5uqgested to address the issue. 

For those unable to fin~ unsubsidized work after their time
limited welfare benefits have run out, the ~ask Force suggests a 
guaranteed work prOgraM, which would prOV1ae and require work in 
exchange for benefits. They suggest, thouqh, that the guaranteed 
jobs be limited to the percentage of people in the current 
caseload who are on welfare {or 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 gaycheck, 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 pro~ram by regulating the number of hours the 
participant works at the guaranteed job; and 5) "[t}he jobs are 
productive iobs in the sense that they are useful from society·s 
point of vie"," (1986, p.81). 

In addition to their time-limited welfare proposal, the Task 
Force recommends the elimination of the gap 1n health care 
coverage between that provided by Medicaid and that provided by 
employer-base~ coverage and an increase in access to affordable 
child care. Additionally, the Task Force suggests: 1) expanding 
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the Earned Income Tax Credit and varying it by family size; 2) 
indexing the minimum WAge so that it keeps pace with productivity 
and wage increases; and 3) strenqthening child support 
enforcement and creating a minimum assured child support benefit. 

The Task Force has put work at the foundation of their welfare 
reform proposals. They write, "AFDC and our other public 
assistance programs should be restructured to incorporate new 
expectations about obligations of recipients to york or prepare 
for work on the one hand, and obligations of government to 
provide services, training and jobs on the other hand" (1980, 
p.63) • 

~~abe~~rODosal 
In 'IAn Antipoverty Strateqy for the 19906," 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 
objectives. 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 

those who unemployed 1 sick, recently divorced or widowed 

ro9rams. 

;;Sawhill recommends 

~ 
cePt Medicaid) and 

ore efficient system" 
1) a bigger BITe; 2) a 

all of the current 

, p.1). new would entail: 
temporary income maintenance program for 

are or 
otherwise requiring short-term assistance: and 3) a permanent 
program with reasonably generous benefits for those certified as 
disabled. For those adults who fail to become self-sufficient, 
Sawhill suggests "a residual proqrAm of sheltered workshops, 
public service jobs, or more permanent income assistance" (1990, 
p. 5) • 

Other approaches suggested by Sawhill to c~plement the temporary 
nature of the income maintenance proposal include: 

1 subsidization of child care; 2) provision of health insurance; 
} establishment of paternity when children are born ande, utomatic collection of child support throuqh the tax system; and 

14) investment in training and edUcation programs. 

Sawhill believes that the system she recommends would emphasize 
work and parental responsibility. 
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The Ford Foundation Project go Soeia~Welfare and the American 
Future Proposal 

In The common Good; social Welfare and tbe American Future 
('ommon Good), the Ford Foundation project on Social Welfare and 
the American Future recommends putting a limit on the length of 
time able-bodied and healthy adults are entitled to welfare 
benefits. Work readiness would be improved through education and 
traini~hose who have exhausted their benefits would be 
nt' ed to a public sector job, if they could not find work. In 

ination with this, the Ford Foundati~n ~roject recommends a~_national minimum benefit be established,Lin which the Food Stamps 
plus AFDC grants are equal to at least two-thirds of the Federal 
poverty leve!] 

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 te.porary for those who are 
healthy and able to work. The Ford Founaation Project believes 
that the IIwelfare system should be overhauled to emphasize work 
instead of long-term dependency" (1989, p.63). The Ford 
Foundation Project proposes investin9 more resources in the f~ont, 
end to increase people'S employability and ensure that they have 
adequate resources while reeeivin9 welfare, but make it clear 
that welfare is only transitional. The choice after welfare had 
ended for an individual would be between a public-sector job and 
making it on their own. 

Additional policy reco=mendations found in The Common Good 
tnclUde: 1) restorin9 the purchasinq power;>f the minimum wage 
to its 1981 level; 2) expanding the EITC by~rying its benefits; with the.A.iZf!f th.~ recipi~nt's family; 3) universal health 
coverage; an~} overhauling the Une~ployment Insurance program 
to put more emphasis on training workers in new skills ana 
helping them relocat~~. 

I[win GUfiD);el and~~')PrQDOli!al 
In ~jngle Mothers Ind Their Children; A New American Dilemma, 
lrwin Garfinkel and Sara McLanahan suqgest reforms for increasing 
the self-reliance and economic security of mother-only families. 
They also feel their sU9gestions will reduce the prevalence of 
mother-only families and reduce the dependence on government of 
~other-only families. 

Garfinkel and McLanahan first reeommend a new ehild support 
assurance system, which would involve a legislated benefit 
standard. universal withholding of child support obligations, and 
a soeially assured benefit. They also propose enild and adult 
allowances tor all children and adults, where the child allowance 

I 
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would be a monthly government payment to all children under age 

18, while the adult allowance would result from converting the 

personal adult tax exemption into a $300 or $400 adult allowance. 


inkel and Mclanahan would limit the amount of time that the 


/~::;~'~n;:Of AFDC families could receive cash benefits without 

progressing in an education or training proqram. The 
they think might be reasonable lJL2_t;LLl!!!!ntjls. They 
create a work relief program to makEtlobs available to 

those who need them. These jobs would pay minimum wage to make 

private sector or civil service public jobs more attractive~ A 

final step would be to provide support services, particularly 

education and training (partieipation in whieh 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 

make child and adult allowances high enough to completely 

substitute for the Food Stamp program. The second is to extend 

eligibility for the work relief jobs to both custodial and non

custodial parents, as well as step-parents. 


§ytler and Kondratas t Proposal 

Stuart BU~~Anna Kondratas suggest a time limit on welfare 

receipt of4 yea . During the 4 years durlng whIch the person 

receives w e , Butler and Kondratas recommend that education 

and job traininq 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 job placement services 

and in-kind benefits. Otherwise, they state, she should be 

relegated to depending on State-funded programs or the private 

assistance network. Their rationale for the time limit on 

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

is a temporary program; and 2) "if government cannot do the job

of helping an individual achieve self-sufficiency in four yearG~ 

it probably can never do that job at all, and it is time for~ 

society to try other approaches" (1987, p.1S8). 


Butler and Kondratas also suggest several other policy ehanges in 

addition to the time-limited AFDC proposal. These inclUde: 1) 

providing poor people with vouchers to obtain services; 2) 

targeting reGlenl aid to poorerstates~ 


entrepreneurship in poor communities by looser interpretation o~~ 

government requlations, tosterinq capital formation from within 

the community itself, tax relief for small enterprises, 

enterprise allowances, and enterprise zones; 4} making tenant 

management the standard torm of public housing management (WheYe 
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desired by the residents); 5) enabling public housing residents I ,~ 
to buy their units; 6) reforming the tax code to assist low- --7n¥N
income families; 7) stronger child support enforcement; And 8) 
combining the AFDC and Food Stamp programs. 
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WHAT HAPPENS DURING THE FIRST TWO YEARS? 


In Futting 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 so they can break the cycle of 
dependency.n This means that the JOBS program may have to be 
changed in significant ways. First t states must improve thei 
current JOBS program. Two recent studies of JOBS . and 
Woodsworth, 1992; and Hagen and Lurie, 199 gqest that many 
States are doing little more than implementing the letter of the 
law, rather than reforming welfare as intended. Second, further 
changes may be needed to ensure tbat adequate services and 
funding levels are available to help prepare all AFDC recipients 
for the time when they e~aust their time-limited benefits. 

JOllS ACTIVITIES 

current Law; A JOBS proqram must contain four mandatory 
components: 1) education below the postsecondary level 
(includin9 high school education or equivalent 1 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 optional components: 1) group and 

Iindividual job search; 2) on-the-job training (OJT); J) work 
supplementation; and 4) community work experience (CWEP) or 

( another work experience proqram 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) vas not authorized under 
the family Support Act (FSA). The JOBS regulations state 
(Federal Register, october 13, 1989, p.42183): "In no evant will 
a State program of public service employment be approved under 
JOBS. Public service employment is fully-subsidi;ed employment 
in a pub1ic agency. n 

Iasues: Should allowable activities under JOBS be expanded to 
include PSE? 

JOBS SUPPORT SERVICES 

current Law: Access to transportation and 
on 

other 
services for education and training may depend the 
individual lives in an area with a JOBS program. areas, 
the for 
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applicant or recipient to accept or retain employment. In 
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 tunds for the activity are obligated 
or expended before the individual loses eligibility for AFOC. 

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 ot 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 issue 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 receive full 
benefits regardless of the time limit)? Should the maximum be 
lifted? 



3 

STATEWIOENESS 

rent Law; All State 30BS programs were required to be 
tatewide by qctober 1, 1992. The JOBS requlations define this 

as: having the full program operate throughout the Statej 
receiving approval for operating the program on a less than 
Sta.tewide basis; 01" meeting a standard requiring a "completeU 

program in parts of the State and a "minimal" program 1n other 
parts of the State. A "minimal" program may involve little more 
than high school and job search requirements. A "complete" 
program is one that is available in all Metropolitan Statistical 
Areas of the State I and in a number of political subdivisions in 
which 7S percent of the State's adult recipients reside; it must 
include all mandatory components and at least two optional 
components~ A "minimal proqram fl is one that is available in IS 
number of political subdivisions in which 95 percent of the 
Statels adult recipients reside; it must include high school or 
equivalent education, one optional component t and information and 
referral to non-JOBS 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 requlations do not address how much 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 to 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 proqram 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/minimal" program test described in the J08S 
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 be unfairly 
subject 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 reform 
may also mean that the state would have to fully fund all 
component activities and support services, even though this is 
not currently a requirement for having a ·completeft program. 
Opponents of this reform could argue that allowing exemptions for 
those in "remota ft areas or where a "'complete" pro9X'am is not 
available ~ould undermine the message in the reform (and may even 
induce people to move to such areas). 
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If States are required to extend more component activities 
throuqhout the state, should this requirement be aimed at 
offering a ·completeD program, which can include only two 
optional ~ponentsl or should all optional components be offered 
as well? ~~ould o~er components, such as postsecondary
education or other educat~ont traI~n9, and employment activities 
approvable by HHS also be requir~ While this requirement can 
provide the necessary services to recipients, it can, in some 
instances, also place an undue administrative burden on JOBS 
aqencles, especially those serving a relatively small JOBS 
population~ In particular, some components may not be readily 
available in some areas (e~q., postsecondary education), while 
others may be costly to create (e~9~1 a work experience component
for a small number of recipients), While others may not be 
practical (e.q_, work supplementation in States with low AFDC 
grants, since the amount that can be diverted is relatively 
small}. In addition, if AFoe recipients are given qreater 
latitude in participating in JOBS support services, similar 
issues may arise e.g., it may be diffieult to provide substance 
abuse counseling 

t 

in sparsely populated areas, yet without such 
counseling, some individuals may not be able to adequately 
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 employability plan
with input from the individual, and assign the individual to a 
component). In determining priority ot partieipation among 
target groups, states must give "first consideration" to those 
who volunteer. 

A non-exempt person who volunteers and enters the proqram is 
SUbject to sanctions for failure to participate without 900d 
cause I 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 JOSS resources 
on target group members. 

Issuea, If a time limit on assistance is enacted, consideration 
could be given to ensuring that all recipients have greater 
choice in selecting the activities they participate in. This may
require modifying the JOSS requlations to allow individuals to 
volunteer for specifio components, rather than for JOSS in 
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general and then allowing the state to choose the component. 
This latter policy may currently discourage individuals from 
volunteerinq in some States (1.9*1 if the individual wants to 
participate in an educational activity, but believes the State 
may assign her to job search). In addition, the sanction for 
non-exempt individuals who volunteer could be repealed to further 
encourage voluntary participation, since after a speeified period 
unconditional assistance will end~ 

Except for target group members, the FSA does not address the 
issue of priority for volunteers in state 30BS programs. The FSA 
provides that in determinin9 priority of participation among 
~embers of the Federal target groups, states must give "first 
consideration" to those who volunteer to participate. The JOBS 
regulations say that "first consideration" does not necessarily 
mean a state must serve them, only that it "must first look to 
volunteers." This not necessarily require that Volunteers be 
served before others, regardless of the individual circumstances. 
Rather, a State must give priority to a volunteer over a non
volunteer when all relevant factors are equal~ The JOBS 
regUlations (federal Register, October 13, 1989, p, __) say that 
U[d]ecisions to serve volunteers should be lDade on the basis of 
such factors as availability of services, resource constraints, 
effect on the targetinq'and participation requirements, and 
program goals." However I if a time: limit on assistance is 
enacted, consideration could be given to requirinq States to 
serve all volunteers I regardless of target group status, since 
without access to JOBS, they may be unable to prepare adequately 
for emplo~ent after the time limit has expired. (This would 
require eliminating the current target group expenditure 
requirements or modifying them by allowing State waivers in cases 
where JOBS expenditures fall below the target because the State 
served all volunteers.) 

JOBS PARTICIPATION 

current Law: At application or redetermination, the State must 
inform all applicants and recipients about the availability of 
JOBS and related services. The state performs an assessment 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 
e~ployability plan, setting forth the services the State will 
provide and the activities the individual must do. states may 
also use participant-agency agreements or contracts that sat 
forth mutual rights and responsibilities. 

The JOBS regulations (Federal Register, p. __) list participant 
preference "to the maximum extent possible" as one of five 
factors that the employability plan "shall take into aocount." 
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Issues: If a time-li~ited program is implemented, JOBS 
participants would have to 'be notified not just of the 
availability of JOBS services immediately, but also of the 
requirement to work after the time limit expires. In addition, 
participant preferences might be given qreater weight, if not the 
sole consideration, in the determination of a JOBS assiqn=ent. 

VOLUNTARY VS. MANDATORY PROGRAM 

current Law: State JOBS proqrams are affected by two 
participation rates: the basic rate and the AFOC-UP rate~ 
states must meet each rate or risk reduced Federal financial 
participation (to 50 percent). For the basic rate, monthly 
participation rates rise from 7 peroent in FY 1990 to 20 percent 
in FY 1995 (after which they end). A participant is an 
individual: 1) who met the participation standards of 7S percent 
of the scheduled hours of participation for the month; and 2) 
whose hours of participation, wben combined and averaged with the 
hours of other participants, equals 20 or more hours per week for 
the month. For the UP program, participation rates rise from 40 
percent in FY '1994 to 75. percent in FY 199i~ To satisfy the UP 
requirement, one parent must participate at least 16 hours a week 
in a work program~ In the case of CWEP f 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 school or equivalent 
may be required to participate in an educational activity 
directed at attaining a high sehool diploma or equivalent. 

Issues: Proponents of a voluntary program arque that the time
limited assistance would be motivation enouqh to get individuals 
to participate and that~ in any event, all recipients would be 
required to work after exhausting their time-limited assistance, 
and therefore should not have additional burdens placed upon 
them. Those who support a mandatory proqram argue that a 
mandatory program would ensure that a siqnificant 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 obligations, in which 
welfare recipients are expected to take steps toward self
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 
obligations. Moreover, the current participation standards oould" 
be viewed as a transitional phase "for what may be more stringent 
work requirements for those who exhaust their time-limited 
benefits. 

There is evidence from rigorous evaluations that participation in 



7 

some JOBS components can have positive impacts on a wide range of 
participants, including many who typically would not have 
volunteered for a proqram. A mandatory program can reach those 
who have the potential to benefit from participation, but are 
unlikely to volunteer. This may be especially important tor 
potentially long-term welfare recipients. Ellwood (1986, p.(9)
also notes: "The problems with waiting to serve person 1$ that 
the time that persons spend on welfare in the meantime, and the 
resources they consume t are lost. if one waits and serves people 
who bave been on welfare for tvo to tour years t one bas lost the 
opportunity to reduce welfare use in the first years Of 
dependence." He also adds (p~ 53): liThe fiscal advantages to 
waiting to serve recipients appear to be quite modest. Althou9h 
waiting does screen out some short-duration recipients, AFDC and 
Medicaid payments provided to recipients durinq the period before 
they are served are lost, so that possible welfare savings are 
reduced." 

If participation is mandatory, efforts 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-tern recipients; and 2) determine what impacts 
various interventions have on these qroups 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 
limited, findings from the JOBS evaluation and other evaluations 
should provide important new information on targeting strategies. 

Even with the existing participation require~ents, most non
exempt AFDC recipients are not required to participate in JOBS. 
Consideration could be qiven to requiring all non-exempt 
reCipients to participate in JOBS BO that they are prepared for 
employment should they use up their ti=e-limited assistance. 

However/ others may favor removin9 all eurrent requirements,
noting that the work requirement after one exhausts their time
limited assistance should be enough incentive to prepare for 
employment and that imposing additional obligations during the 
first 2 years of assistance is unneeessary. In addition, 
requiring all or large numbers of AFDC recipients to participate 
may not be practical, at least initially, 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 subsequent applicants). This 
i. less liKely to be a problem in the long-run, as the number of 
AFDC recipients receiving benefits and eliqible tor the full 
range of JOBS services declines, due to the time limit. (In the 
lon9-rUnt the system will only have to deal with applicants for a 
limited number of years; thus, the policy could be revisited at 
that time as well.) In other words, a strict mandatory program 
would force the JOBS program to be expanded .... ny times 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 
velfare two or more years). Thus, maintaining the status quo or 
relaxing current requirements would minimize the burden on State 
JOBS agencies. 

JOBS 	 FUNDING V 
current Law: Federal JOBS fundinq is capped; each State is 
eligible to draw down a capped entitlement amount from the 
Federal government each year, which is baaed on its pro rata 
share of the total Federal allocation. 

The total oapped amount is $1 billion in FY 1993, rising to $1.1 
billion in FY 1994, to $1.3 billion in FY 1995, and dropping back 
to $1 billion in FY 1996 and later years. Federal funds for JOBS 
are available at three matching rates: 

o 	 90 percent for expenditures up to the state1s FY 1987 WIN 
allocation; 

o 	 the Medicaid rate or 60 percent# whichever is higher, for 
program costSj and 

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

Issues: If JOBS services are to be expanded, funding levels will 
have to be increased~ The issues are: 1) by how much; and 2) at 
what Federal matching rate(s)? 

OTHER ISSUES 

In addition to changing JOBS for those on AFDC, greater 
consideration may need to be given to ways of keepinq people, 
especially young people, from ever going on AYDC in the first 
plaoe. For example, Sawhill (1990, p.l) has suggested placing 
greater ".,mphasis on teaChing parenting skills to all teenagers 
before they become parents" and "more efforts to encourage younq 
people to delay childbearing until they are prepared to take on 
the responsibilities ot 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 ether interventions. "They 
argue that these kinds of services cou14 help obViate some of the 
hardships that may be associated with time-limited assistance. 



HOW WOULD THE TIME LIMIT BE MEASURED? 


CURRENT LAW 

Although there are a number of circumstances under which 
recipients can lose their eliqibility for AFDC (such as increaseQ 
income, departure from the assistanee unit, etc.)f the two that 
come closest to time-limited AFDC are the age of youngest child 
restrictions and the time limits in some states on welfare 
receipt throuqh the Aia to Families with Depenaent Children 
Unemployed Parent (AFDC-UP) proqram. 

AFDC provides assistance to neady children who are under age 18, 
or at State option, under the age of 19. This optional coverage 
is limited to youth who are 18 but have not yet reached age 19 
and "who are full-ti~e students in secondary school or in the 
equivalent level of vocational or technical training and are 
expected to finish the program before reaching aqe 19~1I This 
definition indicates that a family will become ineli9ible for 
AFDC when the youngest child turns 18 (or 19. under the optional 
coverage). By definition, therefore. AFDC runs out when you no 
longer have a dependent child~ 

As of october 1, 1990, all States running an AFDC program were 
required to operate an AFDC-UP proqram also~ states that had an 
AFDC-UP program as of September 26, 1988, had to continue to 
operate the proqram without time limits on eliqibility. Those 
States that implemented an AFDC-UP program after September 26, 
1988, were allowed to impose a time limit if a family had 
received AFDe under the Unemployed Parent program in at least 6 
of the past 12 months. This maant that a State could deny 
benefits to families for 7 out Qf every 13 months. 

OPTIONS FOR THE TIME LIMIT 

Option 1: One-time/lifetime limit 

Proposal, AFOC receipt is a one-shot deal. once a family be9ins 
a period of assistance, it may continue to receive welfare for up 
to 2 years. [!r the family exits AFDC before that time, it may 
not receive AFDC agai8 . 

Discussionl Although families would receive government financial 
assistance when they were in difficult circumstances onee , they 
WOuld not be able to rely on such assistance again. . 

Proponents of this option arque 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 opportunities 
that are available while receiving welfare. There is also 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 8 
percent of two-parent families were in poverty, according to 
Nicholas Zill (1992, 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 to know how this option would affect the 
question. ) 

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 individual does not qualify for unemployment compensation, 
the family's income might be severely limited during periods of 
unemployment. This, of course, could have adverse effects on the 
welfare of the p~rent(8) and the children in the householQ~ In 
addition, if the lifetime time limit on welfare receipt is 
imposed, it may have the adverse effect of discouraging some of 
the people who 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. 

Isaue.~mportant issue is whether AFDe recipients will 
have~tffflcient acC::ek~o education, training I And support 
servi~dur±ng-t~e t~me they are permitted to receive AFDC for 
it to be justifiable to place a one-time lifetime limit on the 
receipt of AFDC. Clearly, 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 AFDC" 

by David Ellwood, more than 40 percent of first-time AFDC 

recipients will endup spending another spell on welfare; 


.--~ ""- """~ 

Further, Ellwood's data showed that 27 percent of those wbo were 
in their first year of their first spell and 34 percent of those 
who were in their first year of a spell subsequent to their first 
exited welfare durinq that first year. Additionally. 28 percent 
of those who were in a seoond year of their first spell on 
welfare exited during that second year, while 32 percent of those 
who were in their second year of a spell sUbsequent to their 
first exited during that second year (Ellwood, p.lo). These ~ 
numbers show that a sizable percentage who come onto welfare, 
leave before the end of 2 years and that an important percentaqe 
of these people, though, coma back to valfare~ -j 

Under a one-time lifetime limit, it is possible that some portion 
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of these individuals may actually prolong their time receiving /
welfare, knowing that it is their only opportunity to collect 
benefits. (This may not necessarily be a bad outcome, 1f the 
family head uses the period to increase her human capital that 
leads to a better job and higher family income in the future.) 

Option 2; L~fetimll limit 
, 

Proposal: The total amount of tia. that welfare could be 
received w~ 2=year~ut this ~ount could be accumulated 
Over time mver mY:lt1Rl~~. Faml.liea would be able to leave 
welfare and return, but the total amount of time during which 
welfare could be received would be 2 years. ~ 

Discussion: The advantage of accumulatin9 AFDe over t~~~ 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 
to AFDC (as lonq as they were still below the allowed maximum 
time on AFDC) , using it as a safety net, until they were able to 
find more work or gain additional skills. In fact, this could 
encourage people to leave AFDC as quickly as possible in order to 
retain as much time as possible for future short-term 
emergencies. A disadvantage would be that someone might 
their full allotment of ti~e receiving AFDe and still be 
of more . 

. Option 3; Each AfDC opell would Pt limited to 
reaualifv for hFDe, a family must be off AfPC for I 
period of tWt 

Proposal: Institute a two-year limit on each AFDC spell, with a 
minimum amount of time required between spells before a family 
could requality for receiving AFOC. 

scussion: One of the benefits of this kind of system 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 disa4vantaqe~~~s 
system io that it still seems to make weltare a',oey~ ~~?)
As sawhill (l992, p.7) notes, "Allowing routine returns to 
welfare could well defeat the goal of encoura9in9 self
sufficiency and make a time-limited program little ditterent trom 
the present one." In addition, some clients may not have the 
incentive to learn skills that will lead to long-term 
independence if they know that receivinq ArDC again is a 
possibility. 
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O'I'HER ISSUES 

Although President-elect Clinton has proposed a time limit ot 2 
years, the actual lenqth may be a subject of negotiation in a 
legislative package. proponents ot a relatively short time 
limit, sucb as 2 years, argue that it sends a clear messAge that 
welfare is a transitional rather than lonq-term t source of 
support. A long period, they believe, would allow many 
recipients to avoid work for many years. However, supporters.of 
a longer time period argye that the same musaqe is sent that 
welfare is transitional,(but using the longer time limit 
recognizes that more than 2 years is needed by many people to 
gain the skJlls and education needed to BUpp'ort themselveS' 
independe~tly. T - tlf"
Should the time limit be strictly interpreted or shOUld~~ ~~ 
represent an average among groups? [jfpecifically, sbOUld a longe~kd:
time limit be allowed under certain cases, such a~tor thoae ~ ~~. 
parents who have very young children (to permit sufficient t1me~ ~ 
for bonding), and those who do not speak English as a first .-~ ~ 
language or have serious educational and skill deficits (to give ""/""""1'
them more time to prepare for employment and long-term self- tt 

SUfficiencyJj[1 ~~ 


~ 


Should there be extensions for people to finish an education or 
training activity? Given the limited education and work 
experience many recipients faee; it aay take more than two years 
to secure the necessary skills. Sawhill (1992, p~6) points out 
that this is a difficult deeision: ~Decld1nq whether to permit 
extensions is made harder by the absence of solid research on 
what to expect from a full two years of intensive education, 
training, or work experiences. This is because most of the 

l
earlier welfare-to-work efforts that have been studied were 
short-term and focused on job placement, rather than human 
capital development." However~ she also observes (p.6): "Unless 
carefully circUDscribed, permitting extensions may send the same 
mixed message about the rules of the new system as allow1nq 
exemptions. To minimize this effect, it may be necessary to 
permit extensions only for a specified time in a limited number 
of cases, where in the judgment of a case worker, they would 
improve significantly a recipient's prospect of self- ~~" 
sufficiency.' / JfPi?C <fr"iJ 

Should someone who leaves welfare be able r~n. additional 

Donths of benefits for time spent ott AFDC?~example. under 

Vermont's proposed demonstration project," recipient could earn 
3 months of AFDC for every 12 months spent ott assistanee. This 
kind of provision would ensure that welfare remains transitional, 
while providing support in the event of financial emergencies. 
However, this kind of provision would incr....se the admj..... ni".t;rative
burdens associated with the proposal, bY adding a new omputation 
- - I 

. )vw ~7 
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to the new information requirements. 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 addressed in choosing among the optlons involves 
the administrative obstacles to keeping track of the periods 
during which people are on and otf of AFDC. Most States 
currently only keep information on ATOC 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 equitable treatment amonq individuals, it may be necessary 
to modify State reporting requirements. perhaps by collecting 
information on AFDC recipients by Social security number in a 
central location to verify that those who have exhausted their 
time-limited benefits in one state do not collect full benefits 
in another. In addition. to address the possibility of 
recipients obtaining multiple Social Security numbers and 
multiple welfare checks. officiala in LQ§ ~el~s-have-p~o8~~d a 
demonstration jn which AF® recipient;=Woulg IiCfi!l.ge~;ptaf;E 
This, as well as other strategies, may have to be considered on a 
national basis, since this could become a problem nationally, as 
some who exhaust their time-limited benefits seek to regain
eligibility fraudulently. 



WIIO SHOULD BE EXPECTl!Il TO WOIUl:? 

CURRENT LAW 

All AFDC racipients are either exempt from required JOBS 
participation, or non-exempt. If a recipient is exempt, the 
State may not require their participation, but if a recipient is 
non-exempt f they can be required to participate in JOBS and the 
State may sanction them if they fail to participate without good 
cause. 

To be exempt from participation in JOBS, an individual must be: 
ill, incapacitated or of advanced age; needed in the home because 
of the illness or incapacity of another family member (the family 
member need not be a member of the AFDC unit); the parent or 
other relative of a child under age 3 who is personally providinq 

~- care for the child (or, if so provided in the State plan, any age
!7~~rv that is less than 3 but not less than 1); employed 30 or more


l ~~ hours per week; a child under age 16 or attending, full-time, an 

~' elementary, secondary or vQcational school; a WOman who is in at 

~' least the second trimester of preqnancYi or residinq in an area 

where the proqram is not available. In addition, for AFDC-OP 
families , a State may make the exemption inapplicable to both 
parents and require both to participate if child care is 
guaranteed. 

When a State requires mandatory participation by caretakers of 
children under 6, the State plan must also include satisfactory 
assurances that child care will be guaranteed and participation 
will not be for more 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 educational activity full-time. 

In addition to these exemptions, States may eKcu~e nQn-~ 
individuals from participation, if they have "gooa caus~-The 
JOBS regulations allow good cause for failure to participate or 
refusal to accept employment if: 1) the individual is caring for 
a child under age 6 and the employment would require over "20 
hours of work per week; 2) child care is necessary for JOBS 
participation or employment, and such care is not available and 
the State agency fails to provide such care; 3) employment would 
result in a net loss of cash ,income; or 4) the individual ~eets 
other grounds fOr good cause determined by the State. Examples 
of State-defined good cause include illness, breakdown in child 
care arrangement, emergency family crisis, inclement weather, to 
name a few. 

Even if a person is non-exempt, it does not mean that they will 
be required to participate in JOBS. The JOBS participation rates 
for the overall non-exempt caseload be9an at 7 percent in FY 1990 
and rise to 20 percent in FY 1995. Since over half the cas.load.z~ _t!/)?:' 

is exempt, this means that in FY 1995, fewer than 10 percent of 



2 

adult AFDC recipients can be required to participate in JOBS each 
month~ 

DISCUSSION 

A fundamental design issue of any time-liaited AFDC proposal is 
whether these exemptions (or others) will be applied. As Ellwood 
(1992 , p.19) notes f "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 requires work from 80'.- He 
estimates that of the current 5 million cases, at least 3 million 
have been on welfare for more than 2 years. Thus, if the J 
participation requirement were 10 percent, just2PO,OOO 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 some people, 
either pe~anently or temporarily, these determinations are not 
an easy task. Ellwood (1992. p.20) observes: "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 children? What about people already working part time? 
What about people who live more than 1 hQur from the job site? 
What sorts of rules will apply in the case of illness or 
disability? How are short-term disabilities handled? And 
toughest of all, what about people in families that have trouble 
functioning and coping with day to day existence in their otten 
exceptionally complex and crisis laden worlds? Are they to have 
additional burdens placed on them?" He continues (p.21): "It is 
not hard to determine the impact of relatively objective 
exeQptions like the age of youngest child. But no one has a 
clear idea of how many people are in a poor position to vork 
because of their physical, social, or mental statuB. 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 serious system." In ~ 
SU~aQrt, he argues that these cases should be evaluated on a 
case-by-case basis and not allowed to shape the whole welfare 
system. 

OPTIONS 

Option 1: All AQle-8QQied AlOe Recipients 

Proposal: Several proposals would require all able-bodied 
adults, including mothers with young children, to work once they 
exhaust their time-limited welfare (zee PPl, 1992; Ellwood, 1988; 
Kaus, 1992; and vermont ___ , 1992). The principal change to the 
current JOBS exemptions would be to liminate the exemptron 
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s a~us for mo 
State option). 
reasons (e.g_ t 

children under aae 37(or under age 1, 
Generally, those current-~empt for other 

under age 16, elderly, incapacitated) would 

at 

continue to be exempt, sinee they are not considered "adults" or 
"able to work. II However, the exemption for those with YOWl9 
child affects the majority (__ percent) of currently exempt AFDe 
recipients and would significantly increase the number required 
to work. (~hese proposals would typically provide a short period 
for maternity leave, e.g., Vermont would provide 16 weeks, but 
even mothers with children under age one could be required to 
work. ) 

Discus.ion: Proponents of requiring all (or nearly all) Aroe 
recipients to work after some period point out that percent 
of single mothers are employed; percent are employed full-
time. EVen among mothers with preschool children, these 
percentages are high ,__ percent and __ percent, respectively). 

Some proponents of this approach, such as Kaus (1992, p.130), 
argue that applying the work requirement broadly would have a 
larger impact on behavior and welfare dependency: ~The way to 
make the true costs of bearing a child out of wedlock clear is to 
let them be felt when they are incurred--namelYt 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 their lives~" He further argues 
(p. 254): "Even if the objective is helping those individuals 
who have an illegitimate kid (rather than deterring them) 
immediate work might be better. It would put mothers into the 
world of bosses and paychecks without letting them grow 
accustomed to dependency.n 

However, others argue that there are legitimate reasons fo~ 
continuing .~xemptions. First, exempting mothers may be important
fOr the well-being of children~ Some concerns have been raised 
regarding potential negative effects on children from requiring a 
parent to participate in welfare-to-work program or work itself. 
However, 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 employed mothers are 
less well off than poor children whose mothers stay at home. And 
there is some evidence that the effects of employment-
particularly the benefits of added income--are positive for 
children as well as mothers~ But even the best studies are 
plagued with the problem that mothers who are employed may be 
different in unmeasured ways (such as their child-rearing
abilities and coping skills generally) from those who are not 
employed. As a consequence, it is possible that the children of 
poor single vomen who are not in the labor foree might be even 
worse off if their mothers were employed. The best studies have 
controlled for many differences amonq mothers, bowever, 
suggesting that the evidence so far accumulated i& worth careful 

• 
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consideration. II /2.The JOBS evaluation will measure the impact on 
preschool Chi~~r~n from the__~~rticipation of their 
parents in JO~ It is also important to bear in mind that under 
this proposal, all mothers will not be required 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 ror 
employment, since without such preparation, they may face more 
serious transition problems when work is required after the time 
limit is reached.) 

Q 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 who 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 case load 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.SJ): "The program impact for women whose youngest child 
was between age 0 and 2 at baseline is almost 19 percentage 
points, an increase of 56 percent over the control group base, 
while the impact for women whose youngest child was between age J 
and 5 is only 7 percentage points (not 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 
ra ase in for mothers with reschool children: 

"Individual states and the nation w 1 have more an 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 it unable to 
find unsubsidized employment can initially be very expensive. V
These costs arise not only due to the cost of providing a larger 
number of community service jobs, but also because mothers with 
preschool 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 MORe 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 
~ecipients, 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 inadequately under JOBS. This 
would, no doubt, lead to even greater problems than now~ 
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 requires 
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? 

ShouldCteen parent~in school continue to receive their 
exempt~6n, regardless of the time limit? If forced to work, they 
m.ay be forced t~ dx.OP-2-\rt. of school, which couldaisadvantage 
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 who are finishing an 
education or training component? Should there be a limit on this 
e~tension, e~g.f 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 ba gamed by 
individuals who enroll in an educational/training activity 
shortly before exhausting their time-limited welfare just to 
avoid the work requirement? 

option 2: All Non-Exempt AfDC Recipients 

proposal: The time limit could be restricted to those who are 

non-e~emptt beginning at the point they bec~me non-exempt. 


Discussion: Limiting the work requirement to those who are non
exempt for JOBS would reduce the initial cost and implementation 
hurdles; however I it would mean that AFOC recipients could 
experience much longer periods on welfare before becominq subject 
to some sort of participation requirement. This means that an 
AFDc mother who gives birth Qould remain exempt for 3 years and 
then have another 2 years· on welfare before her time limited 
benefits are used up~ 

Issues: What happens if a woman rece~v~ng welfare has another 
child? Does she continue to remain exeropt? Ellwood would allow 
an initial exemption based on the age of the youngest child, but 
would then deny the exemption for additional children. Should 
~the JOBS exemption status be changed, e.9~, by lovering the age 
'~Of the youngest child exemption to 11 This would reduce 
iincentives for additional childbearing to avoid the work 
'requirement (to the extent that such incentives are a factor). 

When should the time limit start? When the person becomes non

exempt, or immediately upon AFoe receipt, regardless of 

exempt/non-exempt status? 


OTHER ISSUES 

Should temporary exemptions be qranted to those who cannot work 
for reasons beyond their control. e.g., an illness? Should 
mothers who have a baby be allowed a period for family leave? 
Vermont's demonstration proposal would allow a 16-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 required to work, should they also be 
used to, in effect. "stop the clock" on the counting of the time 
limit for those receiving AFDC benefits? 
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COMMUNITY SERVICE JOBS ~ ... -i>"{.

~'tffA.
if../!, ?~ Placing a time limit on the receipt of AF and replacing 

benefits with a co~unity service jobs~ogram is the fundamental 
element of the welfare reform strate91 enunciated in Putt ins . 
r~ople Firs;. While the community service jobs component can be 
structured in varying ways, supporters of such a program oontend 
that it vould have a number of benefits. First, it could 
increase overall economic efficiency and growth by employinq
those who would otherwise not be working_ These' qains would 
arise from reduced taxpayer costs for welfare l as ~ell as the 
provision of important publiC services. Further, participation 
in a community service job could also inorease the employability ~ 
of those participating in the program. The result cQUra be ~ 
higher earnings and reduced childhood poverty, especially if >.r1t 
coupled with other 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 society holds the same expectations for them as for 
other citizens~ An employed parent will provide a role model for 
children and will be more likely to provide children with the 
financial support they need. Public opinion surveys also show 
overwhelming support for requirements that make work a condition 
for receiving welfare benefits and even welfare recipients who 
have participated in work experience proqrams generally view them 
as fair and rewardin9_ Finally, the work performed by welfare 
recipients (or former welfare recipients) can help States and 
communities provide important public services that would have 
been left undone. 

)f
p onents of replacing welfare with a quaranteed job argue that 


c eating these jobs would be administratively difficult and 

xtremely costly. In fact, they believe it will not be possible 


to create the number of jobs needed, which some have estimated at 

as high as 3 million. (See Appendix A for a discussion of this 

issue. ) Moreove.r, they note that their is little evidence on the 

efficacy of programs that require work in terms of increased 

employment and earnings for welfare recipients and their cost

effectiveness for government. In factj since DAny welfare 

recipients face numerous barriers to employment, forcing them 

into relatively low-paying employment, rather than providing them 

the education and skills to enhance their long-term employment 

prospects, could result in the redirection of public resources 

away from cost-effective proqrams ~o programs that may not be, 

i.e. work programs. The research on welfare-to-work programs, 

and work programs in particular, is very limited.) Finally, 

critics of a community service jobs program arque that it could 

actually reduce economic efficiency and qrowth by increasing 

government costs and misallocatinq resources. in particular, 

financing a community services jobs program may entail 

substantial e~enditures, which would have to be financed by 

lnct§ased taxes or bOrrowing, which generate economic 

inefficiencies and reduce the resources for private sector job 




creation. In addition I there is the possibility that workers i2 

placed through a community service jobs program will take jObS! 
away from those who otherwise would have been employed~ 

Those who argue against the community service jobs program 
qenerally favor the status quo, though critics of this would be 
quick to point out that this would fail to substantially reform 
welfare. Others who have proposed setting a time limit on 
welfare have done so without creatinq a residual jobs program. 
or example, the lieber proposal provided a 4-year tiae liait on 

AFOe, after which those who were not e:m.ployed C.f:U.lii!jcont;nue to 
race!va Food stamps and Medic~.~ but no!; AlOE. Ie extending~ the time limit from 2 to 4 years would reduce the number who 
exhaust their lifetime entitlement to AFDC and 9ive individuals 
more time to prepare for unsuDsidiz&d employment, it would 
increase the economic hardship on those willing to work, but 
unable to find employment. As Sawhill (1992, p.11) observes, 
"the potential for hardship without a residual jobs proqram may 

j:
till be seen as too great, even with a four-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 jobs which pay wages. The!Ji 
"work for welfare" option, or "workfare, tI is currently an 
allowable activity under JOBS (work experience). The "work
instead-of-welfare lt option would r&place w&lfare with a / 
qovern~ent job. where participants earn wages; this option is 
probably best characterized as public service employment (PSE) , 
component of the earlier CETA and WIN programs. While there are 
a number of similarities between the approaches, there are also 
significant differences. 

There are also a wide range of intermediate options. Some are 
other JOBS components, such as work supplementation and on-the
job-training (OJT), which represent SUbsidies for employment. In 
addition, there are a numb&r of other options available for 
encouraging private sector e~ployment, such as targeted 
employment subsidies. If a community service jobs proqram is 
oreated for those who exhaust their time-limited AFDC benefits, 
anyone or more of these programs could be used~ 

WORKFARe OPTIONS 

Work Experience Programs 

j

current Law, ~ optional component of the JOBS program is the 
Community Work Experience Program (CWEP). The purpose of CWI!P is 
to improve the employability of those unable to ~1nd employment 
bY providing them work experience and traininq. LA CWEP 
participant works for a State-designated employer as a condition 
of continued AFOC receiP:J CWEP placements must be limited to 
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projects Which serve a useful public purpose in fields such as 

health, social service, environmental protection, education, 

urban and rural development and redevelopment t welfare, 

recreation f public facilities, public safety, and day CAre. CWEP 

participants must not fill established, unfilled position

vacancies. 


\;he maximum hours of required participation is calculated by
~king the monthly AFDC grant (less the portion reimbursed by ~ 
child support, except the $SO passtbrough) and dividing by the ~ 
greater of the Federal or applicable State minimum wage? After a 
person has been in a CWEP assignment for nine months, ~e maximum' 
number of hours can be no greater than the monthly AFOC grant 
(less the portion reimbursed by child supportj 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 employed in the same or similar occupations by the 
same employer at the same site. The State may not combine the 
participant's Food Stamp allotment with the AFDC grant in 
determining the maximum hours of CWEP obliqation for purposes of 
participating in JOBS. CWEP participants are not considered to 
"earn" wages and are not entitled to earnings disreqards. 
Furthermore l 'Federal matching is not available tor: capital 
expenditures; the cost of making or acquiring materials or 
equipment; or the cost of supervising participants. 

In addition to or instead of CWEP, a state may provide any other 

~ork experience program approved by HHS. Under this component~ 


some State$ have constructed programs that avoid some of the 

restrictions placed on CWEF, e.9., the determination of the hours 

worked computation, Which is derived based on the size of the 

grant divided by the minimum wage. 


Discussion; Proponents of the workfare approach cite five 

advantages. First, it limits the cost of the work 

because recipients are not paid wages (but 

therefore E the only costs are those of 

the work experience jobs, since there are no payments to 

participants in addition to the AFOC grant (and neeessary support 

services). Second, since the jobs are linked to welfare, 

recipients have strong 1ncentiyes to find unsubsidi~ed 

employment. SawhrrI (1992, p.9) observes; "While the likelihood 

that CWEP would be dead end jobs is hi9h, that unattractive 

feature may encourage recipient efforts to utilize training and 

job placement efforts in order to avoid endin9 up in a CWEP. It 

would also make applying for welfare in the first place far less 


\ attractiVe. II Of course, there is also the added incentive that 
comes from increasinq family income throuqh a job (especially if 


(other antipoverty strategies are enacted), rather than relyin9 on 

Nwelfare. Third. adjustments can be made to individual 


circumstances. For example, the work obligation for mothers with 
young children could be-limited to 20 hours per weak (which is 

/ 
~ ~ .l ""f' .... rtj1~ ~ 

i 



current law 1 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 II exemption. 
SlmilarlYl if there are not enough community service jobs or if 
child care is unavailable, individuals can be excused trom the 
obligation to work. Fourth, since work experience 1s an existing
JOBS component and many States have experience with it, it eould 
be phased in as capacity and administrative expertise grow.
Fifth, past experience'shows tnat work experience programs are 
perceived as fair by participants and that employers view the 
workers as bein9 at least as productive as similar, non-welfare 

;employees (see Appendix B). 

;I Opponents of thj workfare approach cite a number of 
disadvantaqes~ First, in States where AFDC g~nts are relatively 
~, the requirement to~rk in a CWEP project could be minimal\ 
in some states it may be less than 10 hours a week; where the~ 
hours worked is constrained by the size of the grant divided by 
the minimum wage (or prevailing wags, 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 mean 
that the work requirement is short. even in high benefit States. 
Moreover, fluctuations in such income can result in a fl~ctuating 
work requirement. These conditions can make it difficult to 
develop meaningful jobs' for both recipients and employers, as 
well as create administ~ative problems associated with monitoring 
jobs with such small obligations. One alternative to CWEP is a 
State-designed alternative work experience program, 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 I for example, simply require the same (or a minimum) amount 
of work in all States. This, however, would create an inequity I 

~~ where those with low welfare grants would effectively be working 
~' tor a much lower "wage rate." (In some low benefit states, full
~ ~~,~ime work in exchange for AFOC could result in an effective wage 
,~. ~ate of less than $1 per hour.) Alternatively, States could add 
~. the value of Food Stamps to the AFDC grant to determine the work 

obligation, thereby creating a more meaningful work obligation 
and one that is linked more closely to a recipient's total pUblic 
assistance benefits. 

S 'f_ the traditional CWEP program is required, there are 
equity pro~ Ellwood (1992, pp.14-15) notes: "(S]tatas with 
low ene its 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 stamps (since food 
stamps are reduced as welfare benefits rise) and less in AFDC 
payments 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 
required,to work off their benefits, while non-AFOC Food stamp 
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recipients are not. (Although non-AFDC Food Stamp recipients may 
be subject to participation in the Food Staap Employment and 
Training program, the participation requirement in the proqram is 
quite low, just 10 percent of the non-exempt caseload.) 

! 

I
Third, critics of CWEP-arque that the CWEP jobs created would be 

~ make-work and would not provide opportunities for participants to 
move into real jobs. For example, Ellwood (~992, p.1S) claims 
that CWEP "is an obliqation which carries no discernable lonq 
term be.nefit to either ithe recipient or the liJovernment." 
However, the research in this area is" extremely limited, with 
virtually no rigorously. evalua.ted program testing the net impact 
of CWEP proqram in isolation~ Most MORe proqrams tested CWEP as 
part of a multi-component obligation, and not CWEP alone. (Some 
less rigorous evaluations suggest that there may be positive 
impacts on employment/earnings and welfare dependency (see ~anzen 
and Taylor, 1992; and S~hiller, 198_). In addition, additional 
research suggests that it may also be cost-effective (see MORe 
evaluation of west Virginia's program).) 

Fourths Ellwood (~992t p.1S) cautions, "Since CWEP jobs may not 
really look or feel like real jobs, there is a high likelihood 
that the public will regard the pro;ram as something of a sham~ 
Recipients are still on welfare. though SOme are working 
somewhat. Exemptions are likely to be legion. Stories will 
abound about people not'really workin9, Ileaning on shovels' and 
just putting in their time. This .ay be perceived as another 
form of welfare fraud. II, Because the jobs are linked to the 
receipt Of welfare benefits and not W&ges, the experienc~a 
u~be perceived by recipients as a ..•lli~ob. Interviews 
with recipients in cWEP programs (see MORe, p. ) indicate 
that while the. recipients believe the work obligation is fa'ir, 
they also feel that employers are getting a better deal since 
they "work for free. II In addition( unlike real jobs f if welfare 
recipients fail to perform they can appeal and still get paid 
(unlike a job) during the appeals process. Ellwood (1992, p.14) 
speculates that "there will be a significant portion of the 
case load that learns to game the system to avoid the obliqation. If 
In short, Ellwood (1992. p.1S) concludes: "What is being Offered,) 
is not an alternative t~ welfare, but an additional rule for 
receiving it." 

I ••ues; Should other programs, such as Food Stamps, Medicaid, 
and housing assistance be included in determining the hours of 
work required? (The Bush Administration, as part of the ·Welfare 
Employment and Flexibility Amendments of 1992,· bad proposed 
allowing States to determine the maximum "Workfare" obliqations 
by aggregating the value, of AFDC , Food Stamp, housing aSSistance, 
and Medicaid benefits, up to a maximum of 40 hours per week.) If 
so. should non-AFOC recipients of these other proqrams also be 
required to work, so as not to create inequities between AFOC and 
non-AFOC recipients? 
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Should the Federal government impose a minimum hourly 
participation requirement to make the-WOrK program meaningful? 
Should it also have a,maximum? Under current law, the maximum is 
20 hours per week for non-exempt mothers with children under 6 
and 40 hours per week for other non-exempt individuals~ 

Should "payment after performance" be considered an option for 
all AFDC recipients? ,currently, payment after perfor=ance is an 
AFDC-UP option, but it is limited; aid can be denied, but if the 
recipient appeals the sanction within 10 days, he can receive 
"aid paid pending'f (a Goldberg Y, Kelly issue). Thus, while 
intended to simulate the real world, the current restrictions in 
the UP payment after performance provision are weakened by 
regulatory constraints. (The Bush Administration, as part of the 
"Welfare Etnployment and Flexibility Amenciments,of 1992, had 
proposed allowing States to distribute AFOC benefits after work 
and training assignments had been completed.) Should the payment 
for performance provisions be strengthened to more closely 
parallel the job experience? 

CHEP participants are purrently not considered to "earn" wages, 
as are participants in other JOBS components, e.g., work 
supplementation and OJT~ Should this provision be chanqed, 
enabling partiCipants to qualify for the EITC. (While receiving 
the EITe may increase family income, this would be offset 
somewhat by increased FICA taxes. Moreover, if the payments are 
considered 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~) 

PUBLIC SECTOR JOBS 

fublic Service Employment \ . \ 

Current Law: Public service empl yment (PSE) is defined in the 
JOB~ regulations (e a te ~ October 13, 198~, p~ 42254) 
as t.fully-subSidized employment in a public agency....,.!! There is 
currently no provision within AFDC/30BS for publio service 
employment, because subsidizing an employer at a rate of 100 ! 
percent was not viewed as an effective use of limited resources 
and beca.use of the concern that "routine costs of State. and local 
qovernments would be inappropriately shifted to the Federal 
qovernment under suoh a'proqram. n (lederal Register, October 13, 
19B9, p.421SJ) In fact, it was specifically prohibited in the 
Family Support Act. However I PSE was a major component of a . 
number of the earlier D~partment of Labor employment and training 
programs, most notably CErA, as well as the Work Incentive {WIN) 
program, the primary we~fare-to-work program prior to JOBS. 

Discussion: Proponents'of providing public service employment 
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argue that the principal advantage of this approach is that 
individuals would baye 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 fact, in some low benefit States, familias would be 
able to increase their standard of living by taking full-time 
jobs that pay more than AlDe (and possibly even more than AFOC 
plus other assistance program benefits, such as Food stamps)~ 
These jobs would be even more attractive if other antipoverty 
strategies are enacted, e.q.J an expanded RITe and universal 
access to health care. Second, the jobs would not be governed by 
all the rules associated with a CWEP requirement, where the 
hourly work requirement can vary depending on the size of the 
grant and whether the amount should be divided by the minimum or 
prevailing wage. Ellwood also argues that issues associated with 
other programs are straightforward: "Earnings from the last 
resort jobs are treated the same as earnings from any job when 
calculating eligibility and benefits for other programs." 

However, opponents of1a public jobs program make a number of 

I 
counterarguments. First, it can be very costly. For example, 

,~ePlaCing AFDe with a public jobs program that pays minimum wage 


or full-time work would be much more costly than simply paying

the AFOC grant in most States. second, creating jObs for all 
those who have exhausted their time-liaited welfare may require 

~~a.ti.on of ~s manyas-t:firee miTlion publ"Ic jOS:s.-"~Thl.s would 
be a difficult undertaKrn~"·e6pec~alIy i-r-:tl:ieJOb~ are to enhance 
the work experience and skills of participants, while also 
providing a useful PUblic service. sawhill (1992, p.S) points 
out that relying solely on such jobs ·can produce boondoggles or 
make-work projects where the value of the work performed is 
l:1arginal. II She also adds that t1 it relegates the disadvantaged. to 
special job ghettos, where they have little chance to move into 
the vast number of unsubsidized positions in the private sector 
that help them escape from poverty." Critics also 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, potential displacement of public sector jobs 
m!y_g~nerate oppoaition by labo~rti.Qns-.a.nd_QQXe~nt workers. ,--- 
F~nallYt state an~al qovernments may be reluctant to provide 
a large number of jobs because of the inherent ~itficulties in 
running a proqram for welfare recipients. In particular, the 
potential for hiqh turnover means that many of those placed in 
positions do not become very proficient in their jobs and 
sponsoring govern=ents might not be willing to invest much 
training in them~ 

However, supporters of public sector jobs could respond that the 

intent of the jobs is' not like past CnA P""91"am, ""ich was to 

fight unemployment, but to change the nature of welfare~ They 




8 

also point out that to some extent, these costs would he offset 
by reduced welfare payments, especially in the long-run# if 
incentives for work and delaying childbearin9 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. 

IBsues: ShoUld PSE be ,reconsidered as a 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 time limit for welfare, issues 
related to determining on-going eligibility and eligibility for 
those who would otherwise return to welfare must be resolved. 

t

or example, will income or assets tests be applied? If not, 


some community service jobs may provide employment for those who 

" would otherwise not require cash assistance (thereby increasing 


the cost of the program) and/or reduce the number of community

service jobs available ~o 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
service jobs could be administratively cumbersome and costly. 
(Kaus (1992) suggests making the jobs available to anyone who 
wants one. This would reduce the stiqma associated with being 
linked to a welfare program; however, the cost of expanding the 
program to single individuals and childless couples could be 
significant. In contrast, President Carter's welfare reform 
proposal I 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.g., single 
adults and childless couples, but since the only access to the 
progra~ would have been throuqh the cash assistance intake 
office l the job search ~ervices would have been income and asset 
tested for such adults.) 

would families be allowed to continue to receive welfare if 
otherwise eligible, or would all assistance end? If welfare 
eligibility is continued, would the family be eligible for tbe 
current earnings disregards? If the earnings disreqards are 
available, should they be for both unsubsidized employment and 
community services jobs t or only (or more generous to) the former 
(to increase incentives for unsubsidizad employment)? 

Would more than one individual per family be allowed to 

participate in the program? 


OTHER OPTIONS 

There are a number of ways inoentives for priv.te sector. 
employment could be increased. sawhill (1992, p.10) describes 
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this option as follows: "Private employers COUld~ dee: 
subsidies initially --.perhaps 100 percent in tfte first year of 
employment and 50 percent in the second -- ~aitioned on their 
willin9ness to provide training or extra ~rv'ision for former 
welfare recipients. Large employers co9Ja be encouraged to make 
a commitment to hire and train disadvantaged people as part of 
their social responsibility to the larger community. Continued 
employer eligibility for the subsidies could be conditioned on 
evidence that the program is not beinq abused (as a source of 
cheap labor) and that a reasonable proportion of subsidized hires 
(perhaps 50 percent) was makin9 the transition to unsubsidized 
employment 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 
employment. Finally, the cost per placement i& typica~ly much 
lower than with public sector jobs, since only a portion of 
earnings are subsidized and/or only for a limited period of time. 

However, Sawhill also 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 
employment. Therefore t ' these options are more likely tOo be 
viewed as complements t,o a community service jobs. proqram, rather 
than as a Gubstitute. Several options currently available are 
discussed below. 

work supplementation 

Current Law: Work supplementation is one of four ·optional 
components" for State JOBS programs. In work supplementation, 
the AFDC 9rant (i.e., IV-A funds) is used to subsidize jobs for 
participants. A State may use JOBS (i.e., IV-F) funds to 
supple~ent the wage pool. states have substantial flexibility in 
determining eligibility and whether participants have employee 
status during the first'13 weeks of placement ("employee status" 
confers the benefits available to regular employees of that 
employer). If the wages from a subsidized job make a family 
ineligible for AFDe, they remain eligible for Medicaid throu9hout ~ 
the period of the placement (~hich is different fram OJT, where 
participants who lose AFDC eligibility are not automatically 
eligible for Medicaid) and can also receive child care. 

Jobs created through work supplementation are provided by the 
State or local agency, or 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 !lanqth of the subsidy, amount of wages to 
be paid to the participant, amount of subsidy, and conditions of 
participation. However, no partiCipant may be assi9"ed to till 
any established, unfilled position. Waq8s·paid under a work 



10 

supplementation program are considered earned income for tax 
purposes, which means that they are subject to income tax and 
FICA withholding, and ,can qualify 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 recipients or areas of the 
State when appropriate for carrying out a work supplementation 
program. A State may also reduce or eliminate the amount of 
earned income to be dis~eqarded, 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 StatQ for making payments to individuals and employers under 
work supplementation ~ay not exceed the amount which would 
otherwise be payable if the family of the participant had 
received the maximum AFOC grant payable to a family that size 
with no income. Federal payments are available for the lesser of 
nine months or the number of Months the participant was actually 
employed in the program., 
Issues: In States with relatively low AFDC benefits, work 
supplementation is likely to be much less effective in generating 
employment opportunities, since the amount diverted to employers 
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 programs as well. This option has been 
proposed by Representative Weber.)

I 

Should the nine-month time limit on Federal payments through this 
program be removed, so that if AFOC benefits are eliminated Or 
curtailed, the "guaranteed job ll component would not end? 

I 

on-the-Job Training 

Current Law: on-the-job training (OJT) is another of the 
optional JOBS components. In OJT, the State reimburses an 
employer a portion of the wages paid to a participant during a 
training period. States have considerable discretion in 
determining how much an employer is paid and for how lon9~ In 
OJT, a participant is 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 job 
performance. The OJT contract reimburses the extraordinary costs 
incurred by the employer in providing training and additional 
supervision. In this reqard, it is different than the work 
supplementation program. Payments to an employer may not exceed 
the average of 50 percent of the wages paid by the employer to 
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the participant durin~ the training period~ 
, 

An OJT participant mus:t be compensated by the e.lBplayer at the 
same rates, including 'benefits and periodic increases, as 
similarly situated employees or trainees, but at least at the 
higher of the Federal or applicable State or local minimum wage~ 
OJT wages constitute e'arned income; Medicaid eliqibility lasts 
only as the long as the recipient receives AFOC, though the OJT 
placement itself can continue even if the family does not receive 
AFDC. 

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, a number of specialized
budgeting rules applicable to work supplementation ao not apply 
to OJT. 

Issues: OJT is intended to reimburse employers for the 
"extraordinary costs" 'of providing training and is not intended 
to be an on-going employment subsidy. If CST is to be a 
mechanism for providing guaranteed jobs , its mission would have 
to 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 hiqhly disadvantaged and the 
extraordinary costs of! training exceed 50 percent of the waqe 
bill~ : 

Job pevelopment/Job Plagement 
I 

CUrrent Law: As part of JOBS, ew York and connecticut have 
contracted with AmeriE! WOh~. The firm placas AFDC recipients 
in private sector jobs. that have Udecent" wagas and benefits. 
They receive $5,000 for every person they place. They do not 
collect the fee unless'the individual remains employed after . ' . .
~~==' The Pro9ress~ve Po11cy Inst1tute (1992; p.230) has 
recommended: I , 
Discussion: "The new itdministration should expand efforts by 
nonprofit organizations and even private businesses to place 
welfare recipients in private jobs .••• An alternative to 
expanding public education 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 someone leaves the rolls." 

I 

Supporters argue that the approach is likely to have a higher 
payoff than existing JOBS employment and training activities. 
They cite the success of America Works, which provides intensive, 
personalized support f9r , welfare mothers after they take a job. 
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They cont~d that the success rate is high because of the profit 
incenti)7. for the private firms to make sure welfare recipients 
stay in their jobs. 

er' ies contend that; the program has not been soundly evaluated 
d that America Works creams. Even though they serve a 

disadvantaged population, some contend that the most motivated 
and most job-ready among this group are selected. Since there is 
no solid evidence on its cost-effectiveness, and placement tees 
are so high, the cost of implementing the proposal could be 
sUbstantial. They also note that this proqram could not be the 
only program! since there are some who do not get jobs and some 
sort of provision wo~ld have to be made for them. 

Issues; Should payments for placements be adjusted for the 
characteristics and barriers facing given clients, i.e~, paying a 
larger amount for those least job-ready. 

, 
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lArgeted Jobs Tax Credit 

current LavI until recently, the Targeted Jobs Tax Credit 
(TJTe), originally authorized by the Revenue Act of 1918, 
provided an incentive for hiring specific, targeted groups. (The 
TJTC expired in June 1992, but may be reauthorized~) There are 
nine targeted groups: 1) vocational rehabilitation referrals; 2) 
economically disadvantaged youth aged 18 through 22; 3} 
economically disadvantaged Vietnam-era veterans; 4) aSI 
recipientsj 5) general assistance recipients; 6) economically 
disadvantaged cooperative education students aged 16 through 19; 
7) economically disadvantaged former convicts; 8) AFDC 
recipients; and 9) economically disadvantaged summer youth
employees aged 16 or 17~ Individuals are considered economically 
disadvantaged if their family income during the previous 6-month 
period was 70 percent or less of the Bureau of Labor Statistics 
lower 1 i ving standar.d fncome level. Target qroup membership lDUst 
be. ce.rtified. / 

" ~he credit gen;~allY is' equal to 40 percent of the first $6,000 
of qualified first-year wages paid to a member of a targeted 
group. Thus, the maximum credit is $2,400 per individual (except
for econocically disadvantaged summer youth employees, who can 
receive 40 percent up to $3 / 000 of wages, for a maximum credit of 
$1,200}. The credit is only available if the individual is 
employed for at least 90 days or has completed 120 hours of work 
for the employer (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 firms ~th poeitive tax 
liabilities can take advantage of it~ 

The House Ways and Means Committee "Green Book" indicates that 
over 445,000 employees qualified for the T3TC 1 but acknowledges 
that the "net increase in u.s. employme.nt is probably less than 
this amount because some of these employees might have been hired 
without the creditl andtsome noncredit employees might have been 
displaced by the tarqeted jobs credit program." Of tbe 445.000 
certifications, 99,127 {or 22 percent} represented AFOC 
recipients. 

TJTC has remained relatively small, despite being an open-ended 
entitlement proqram. Bishop (1990) has identified four rsasons 
for the low participation rate by employers, 1) lack of 
knowledge of the proqram; 2) administrative costs of 
participation; 3) perceived lower productivity ot TJTC eligibles; 
and 4) lack of incentive for local managers. 

Research tindinqs: Programs using tax credits to encouraqe 
private sector hiring of specific groups of people have been in 
existence since the 19609. For a hiring subsidy program to be 
successful, employers who take advantage Of the program should 

http:employme.nt
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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 
5 essful. The research gives several potential reasons for the 

imited success these ro ams: the stiqma 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. 

S dies of past and current programs indicate that they are 
nderutilized and ineffective in raising the employment of target 

group members. Of all ~nd~Vlduals 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 SO 
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 clai~ed 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 equal 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 TJTC eligible were just as 
productive and sometimes even more so. 

Employers are also less likely to participate in the program if 
they perceive £ be too high. To participate, they 
must learn fi ing complicated eligibility 
rules), establish a re 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 ~nd Montgomery, 1986). 
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Because of perceptions and costs related to the program, most of 
the participation in the program is passive. Managers of firms 
in industries that are: heavy users of the TJTC were interviewed. 
The majority stated that screening of employees tor eligibility 
occurs after they are hired. Therefore, rather than recruiting
indiviauals who are members of a target group in order to claim 
the tax credit, firms get the windfall for employees they would 
have hired anyway~ . 

Issues: Before adopting a program like the TJTC as a means of 
employing AFOC recipients. there are several issues to consider. 
Should the program be targeted or should employers be able to 
claim a credit for any new employee they hire? Is there a way 
to prevent employers from suing the cradit for ~ployees 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 to certify the person as eligible? 

At least one past program was not directed at target qroups of 
individuals~ The New 30bs Tax credit was used as a oounter
cyclical program to help speed up the recovery that was under way 
in 1977. To qualify, a firm had to experience growth of two 
percent. They could use the credit for any employee and for any 
type of job. 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 
more likely to participate. A 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 proqram qiven the low 
utilization of the tar,geted programs. 

I 
Another problem with the targeted tax credit programs is that 
firms often receive subsidies for persons they would have hired 
anyway. This problem can be partially remedied by paying 
subsidies only for increments to some set level of employment 
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 year so they can qualify for the credit in the 
third year~ One method of reducin9 the churninq effect is to 
SUbsidize employees for a longer time or to reduce the subsidy in 
tandem with the increase in productivity of the worker. However I 

it may still provide windfalls to firms that would have expanded 
employment anyway. 

The experimental study discussed above also looked at employer 
preference for tax credits or cash. Employers who hired 
individuals with cash 'rebate vouchers were more likely to request 
tne rebates than thOSe who hired individuals with tne tax credit 
vouchers 1 but they were no more likely to hire the subsidized 
worker. This finding gives some evidence that employers prefer 
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cash to tax credits (Burtless 1985). For the government, 
however, tax credits are easier to administer. To disburse cash 
rebates, an additional' administrative apparatus would have to be 
established, adding to the cost of the proqram. The issue of 
making the tax credit refundable is also important. Althouqh 
this would add to costs, firms with no tax liability would be 
able to participate. 

The pros and cons of vouchers versus firms taking the 
responsibility for certification are discussed above. Vouchers 
should make the work easier for the flrmJ bowever 1 they otten 
lead to stigma against the individual. If the firm must take the 
responsibility for certification I 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 
program might increase the number of target group individual 
served I however, the cost of the program would be much qreater. 

Wage Subsidies 

CUrrent Law: No provision, currently bein9 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 

• 	 employment of those not working. It would pay a worker ~ 
fraction of the gap between his wage and a target wage~ For 
exarnpleT~it may pay 50 percent of the qap between the worker's 
wage and $7 T 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 to $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 qualify for a 
subsidy, the fiftieth hOUr of work per week is as generously 
subsidized as the first. 

There are several drawbacks to wage subsidies. The information 
requirements make it more difficult to administer than an 
earnings subsidy, since.-rnformat~ro~-on-both_tbe wage and hours of 
w~are required. (Note: for most workers, this information is 
available on a quarterly basis through Unemployment Insurance 
records.) An earnings subsidy can be computed simply by knowing 
the level of earninqs, a number which is already available for 
ta purposes. In addition, as was the case with the EITe, there 
i no guarantee that work effort will be increased. A wage 
ubsidy will make work effort more attractive for those not 

working_ But for someOne already workinq, the subsidy will raise 
income and thereby make work less necessary, although it does 
raise the return to each hour of work~ As the worker'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. (Note: a worker ~ 
faces an increase in his marginal tax rate when his wage 1 
increases, not when he ~orks more hours.) Several researchers 
(Rea, 1974; Bishop, 1982) have concluded that, at least under 
some wage sUbsidy proposals, work and earnings reductions would 
Sli9htlY outweigh work and earnings increases. Finally, wage 
subsidies may provide employers with incentives to pay less, 
since they know the wage subsidy will offset part (or all) of thevfiWreduced wage. 

Issues: How large should the wage subsidy be? What 

administrative apparat~s would be used? 


WAGES VS. SANCTIONS 

~ key decision in a public sector jobs program is the wage that 
'~'S to be paid participants. while in a CWEP program t it is the 
size of the sanction tnat is to be applied. For some programs, 

uch as work supplementation and OJT 1 there are features of both 
that can ce applied, e;9., failure to work at a job means the 
participant loses wages, but is able to retain AFDC, thouqh at a 
reduced amount (the sanction). Tables 1 - 3 illustrate how 
various options compare to current law AFDC/Food Stamp benefits 
fer a family of three in three States: a hiqh AFDC benefit State 
(Vermont); the median state; and a low AFDC benefit state. 
Combined monthly AFDC/Food stamp benefits in these States, as of 
3anuary 1992, were $858, $649 z $441 respectively. 

Wage 	 Rate Options 

There are three principal options. 

o 	 Community service jobs could pay the preyai11DS-WB~ i.e, 
the rate of pay for individuals employed in the same or 
similar occupations by the same employer at the same site. 
Paying above-minimum wage rates on c~unity service jobs 
could increase work incentives and reduce poverty among 
families with children. such 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 encoura9in9 them to remain on welfare to qualify
for these jobs and could even induce some people to go on 
~lfare. In addition, it may create disincentives for those 
~ in such jobs to find unsubsidized employment. Payinq

prevailing wages could also significantly increase the cost 
of the proposal. 'Conversely, given a fixed budget, a 
prevailing wage rate would reduee the number of community 
service jobs that could be created. 
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since the IIprevailing wage" is likely to vary from job-to
job l what criteria would be used to place individuals in 
these jobs? Would such criteria be perceived as fair? 

o community service jobs could pay ~h~ minimum wage. This 
would ensure that those who work are compensated at a level 
society considers acceptable, but since the w896 would be 
the minimum wage, it would maintain incentives for workers 
to find unsubsi4ized employment paying above the minimum 
wage (or even minimum wage employment, where there are 
oppor~unities for future advancement)~ (This argument ia 
bas on the assumption that universal health eare coverage
y' be enacted and child care is available and affordable; 

herwise, loss of transitional Medicaid and child care 
benefits CQuld discourage families from leavinq welfare 
through work.) Garfinkel and Mclanahan (1986, p. 186) note 
that "paying only ,the minimum wage will minimize the number 
of Yorkers who will leave private employment for a work
relief job. create a slight incentive and a clear social 
message that priv~te employment or civil service public 
employment is preferable to 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 waqa, can exceed the cost of Erovidi~ welfare 
b.e..nefits for a_family,'" particularly in States withlow AFOC 
benefits and/or for small family units. In addition, those 
placed in communi~y services jobs may feel resentful if they 
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 ~ threat to 

( their job security. --
~ 

Should the hi9herof the Federal or applicable state minim~ 
wage be used, as under the current JOBS program for 
determining CWEP hours, or should the Federal minimum wage 
be used to achieve national unifor.ity? 

, 
o Community service jobs could pay slightly less than the 

minimum wage. proponents of paying slightly less-tban 
minimum wa9!L contend that this would increase incentives 
t'orunsubsidized employ:m"~nt, since virtuaTiy a11 suCh
emPJoyme ; would pay a higher wage. It would also reduce 
the c of a community service jobs program. opponents 
ar e that payinq less than the minimum wage could be 

igmatizinq and makes it more difficult to support a 
family. However, expansions in other programs, such as the 

rkITC and universal health care coverage, can alleviate this 
W~oncern. It may also create resentment among the community 

services workers and exacerbate job security fears among 
traditional workers. 

I.sues: Should individuals participatinq in these proqrams be 
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given their earnings only after performing their required work 
obligation, i.e , should the "payment after performance'l 
provision, currently an AFOC-UP option, be adopted for the work 
program? 

Should individuals who fail to participate in the community 
service jobs program be allowed to terminate noncompliance 
immediately by participating? Would those who repeatedly drop 
out of the program be allowed to do the same? Under current AFOC 
sanction policy, those who receive a second sanction receive 
reduced benefits for at least 3 months, and those sanctioned for 
a third or subsequent time receive reduced benefits for a minimum 
of 6 months. Should these minimum periods be adopted for those 
receiving wages. Proponents of a minimum time period for those 
who repeatedly drop out could argue that creating employment 
opportunities is costLY and scarce reSQurces 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 it seeking unsubsidized employment. 
However. not allowing individuals who have previously failed to 
comply to begin participating immediately would reduce family 
inco~e and the immediate well-being of children. (Tbe issue of 
the time period would probably be best determined in conjunction 
with the size of the penalty; with a modest sanction! the minimum 
time periods could be continued, as under current policy, 
whereas, with a harsher system of penalties for noncompliance, 
consideration could be, given to shortening or eliminatin9 the 
time periods altogether.) 

Sanction options I 

current In the JOBS program. a non-exempt person can be 
s···~ f she, without 900d cause, fails to participate in 
JO Sf refuses to accept employment, terminates earninqs, or 

Quces earnings. l1f an individual is sanctioned, she is removed 
from the AFOC grant, and the grant to remainin9~ membe~ is 
lOW:~ In an AFDC-UP family, both parents-wi-n-be sanCtroned 
unl - the second parent is participating in the proqram. The 
size of the sanction varies from State to State (e.9~, it is $106 
in Vermont, but only $26 in Alabama). It an individual who is 
sanctioned is the parent or caretaker, payments for the family
will be made as protective payments, i.e., to a third party for 
the needs of the non-sanctioned assistance unit members, unless 
the State is unable to locate an appropriate payee after making 
reasonable efforts. In addition, with a JOBS sanction, the 
sanctioned individual loses ArOe-linked eligibility for Medicaid 
(thou9h eligibility may be established under some other 
criteria). The first sanction lasts until failure to oomply 
ceases. The second sanction lasts tne longer of 3 months, or 
until failure to comply ceases. 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 119000 cause,1I 
which must include! the absence of needed child care; that a jOb 
would require 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 illnes~ or incapacity, inclement weather, and 
breakdown of transportation, to name but a few of the criteria 
used by States. 

,
Options: There are many options for imposinq sanctions, some of 
which are described below~ 

o 	 Retain current law~ Under current law, the needs of the 
individual are removed and sbe may lose Medioaid eligibility 
as well. Those in favor of keeping the current sanction 
contend that it can send the appropriate message to 
recipients, without imposing an unduly harsh penalty on the 
family, especially the children~ Moreover, States have 
experience with the current sanction system» Critics of 
retaining current law would argue that the size of the 
sanction is relatively small, especially when increases in 
other needs-based pro9ra~s are incl~ded (e.g., Food stamps
and housing assistance) and may not change behavior~ 

o 	 End AFOC benefits tor the entire family. This would 
represent a true time-limited pro9ram~ Advocates of this 
approach arque 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. 
Moreover, they could still retain other assistance benefits, 
such as Food Stamps and possibly Medicaid. Critics contend 
that the penalty would be too harsh and that children would 
suffer because o~ the actions of their parents. 

, 
o 	 Reduce AFDe benefits by a specified amount, e.g., 30 to 40 

percent. This would be harsher than the current sanction I 

hut not as harsh!as complete denial of aid~ 

Issues: will individuals who have qood cause for not 
partic'pating be allowed to receive AFDe benefits, even if they 
hay exhausted their time limited assistance? Proponents of 

tinuing good cause exemptions could argue that this would 
rotect families if they are unable to partioipate due to faotors 

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 be able to fall beck 
on AFDC and other welfare programs.) If good cause is permitted, 
should Federal criteria be developed? otherwise, the good cause 
provisions could be abused to exempt too many individuals or, 
conversely, not excuse all those with legitimate reasons for not 
participating. 

c 



ShoUld the current minimum time periods for the second and 
subsequent sanctions be retained? This issue is probably best 
resolved in conjunction with the determination on the size of the 
sanction. 

Will Medicaid eligibility for other proqraas, 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 removinq the person's needs from the 9rant, which also 
means the person isn't eliqible 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 
required to participate in that proqram and they fail to do so. 
Proponents of including other proqram benefits in the sanction 
note that AFDC is just part of the total public assistance 
packaqe. and in some StateS I just a small part of that package. 
They argue that limiting the sanction to just Aloe 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-being of children. 

Ihe Differential Benefit Oetion 

An alternative option, which was part of President Carter's 
Program for Better Jobs and Income I would be to provide a 
different basic benefit, dependinq on whether the family unit 
includes an adult expected to work full-time, part-timet or not 
expected to work. One possible break-out would be to include one 
parent in a two-parent family and a single parent with a child 
over six in the group expected to work full-time, sinqle parents
with children between the ages of one and six in the group 
expected to work part-time I and single parents with children 
under one or with other exemptions in the qroup not expected to 
work. Those expect'ed 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 expected 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 approach is that it does not involve 
the administrative burden associated with imposinq sanctions. By 
lowering benefits, it would increase incentives for work. 
However; to be effective, a large number of public sector jobs 
would have to be created in a short period of time. 

DISPUTE RESOLUTION 

CUrrent Lav: Each State must have a conciliation procedure to 



22 

resolve disputes about program participation. It must also 
provide for a hearing process, and for a right to a hearing 
before an AFOC grant is suspended, reduced I discontinued, or 
terminated. 

Issues: If a community service jobs program is developed where 
the jobs 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) or will those who believe they 
were unjustly treated be able to appeal, as under current law, 
and receive "aid paid pending?" How would disputes over 
nonperformance be resolVed? 

Kalla (1992, p.259) has described the problem and a possible 
option as follows: "Could guaranteed-jobholders be fired? 
Certainly we want a neo-WPA in Which people who show up drunk, 
who show up high. or who pick a fight with their supervisor would 
lose their jobs (though they could show up again after a decent 
interval). There is a danger that the courts would declare the 
WPA jobs to be \property , under the Fifth Amendment and impose 
debilitating 'due process' reqUirements that had to be met prior 
to any dismissal. Congress could make this constitutional claim 
less tenable by providing basic procedural guarantees (such as a 
rUdimentary hearing), and by making it clear that this is all 
neo-WPA workers have a right to expect." 

DISPLACEMENT PROVISIONS 

CUrrent Law: No work aSSignment under JOBS may result in: 1) 
displacement Qf any currently employed worker or position 
(including partial displacement such as a reduction in hours of 
overti~e work, wages, or employment benefits) or result in 
impairment of existing contracts for services or collective 
bargaining agreements; 2) employment or assignment of a 
participant or filling a position when any other individual is on 
layoff from the same or equivalent position, or the employer has 
terminated the employment of any regular employee or otherwise 
reduced its workforce with the effect Of filling the vacancy so 
created with a participant under the program; or 3) any 
infringement of promotion opportunities of currently employed 
individuals. No participant in a work supplementation component 
or work experience program may be assigned to fill any 
established unfilled position vacancy, though they may do so in 
OJT. (The Bush Administration, as part of the "Welfare 
Employment and Flex:ibility Amendments of 1992, If proposed relaxing 
these restrictions by allowing the placement of welfare 
recipients in vacant existing positions.) 

Discussionl No proposa~ has envisioned replacing existing 
workers or those on layoff from their jobs; however, there is 
some support for modifying the displacement proviSions as they 
apply to vaoant 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 AFDC recipients (or former 
recipients) to take such jobs. For example, Kaus (1992, p.1J4) 
argues: "~ .. pragmatism, as well as fairness, requires that no 
current government ~orkers be laid off. But as those workers 
leave through natural attrition, the government should be free to 
replace them with guaranteed jobholders not subject to 
"prevailing w8ge" requirements-~n (J:aus believes those in 
guaranteed jobs should be paid slightly less than the minimum 
wage to make unsubsidized employment more attractive.) To the 
extent that government costs are reduced by not havinq to hire 
additional workers (since some vacant positions could be filled 
by those in community service jobs), the savin9s can be used to 
reduce taxes or finance other projects; either waYI they arque, 
other jobs will be cr~ated elsewhere in tbe economy. 

opponents argue that changing this policy would lead to the 
unemployment of others, would put less-qualified individuals in 
these positions, and could create workplace tensions by paying 
different wages to workers performing similar tasks~ 

OTHER ACTIVITIES 
I 

Should AFDC recipients who have reached their time limit and are 
required to work be allowed to participate in some other activity 
in lieu of work? Should AFDC recipients who are preparinq for 
employment. but who reach the en~ of their time on AFDC without 
completing their 30BS 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 program. 
However, the Family support Act made two exceptions to 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 
requirement, States are allowed to substitute education for those 
under age 25 who have not completed high school or its 
equivalent. 

Individuals in selected JOBS components may be allowed to 
complete those activiti'es, even if they become ineligible for 
AFDC during the course of their partioipation. 

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-sufficienoy. Such activities 
may be especially appropriate for certain subgroups Qf the AFOC 
population, 8.q., teen parents. For example, Sawhill (1992/ 
pp.5-6) points 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 (oompared to 12 
percent of all women), 56 percent score more than one standard 
deviation below the mean on the Armed Forces Qualification Test 
(vs. 17 percent of all women)f Sl percent have low selt esteem 
(VB. 30 percent of all women), 34 percent have not worked in the 
past 5 years (va. 5 percent of all women), and 5 percent have a 
health problem that prevents them from working (va. 2 percent of 
all women).tt she also adds (p.6): "Decidinq whether to permit 
extensions is made harder by the absence of solid research on 
what to expect from a full two years of intensive education, 
training, or work e~erience$. This is because most of the 
earlier welfare-to-work efforts that have been studied were 
short-term and focused on job placement, rather than human 
capital development." 

Sawhill (1992, p~6) also warns, "Unless carefully circumscribed. 
permitting extensions may send the same mixed message about the 
rules of the new systemias allowing exemptions. To minimize this 
effect it may be necessary to permit extensions for educational 
or training reasons only for a specified time period in a limited 
number of cases, where, lin the judgment of a case worker, they 
would improve significantly a recipient's prospect for self
sufficiency. It However, :if recipients know that they can be 
excused froru the work requirement, they may have less incentive 
to participate in JOBS as soon as possible, since they may feel 
they can delay enrollment in the alternative activity until the 
time !imit is reached; thus, safeguards against such behavior 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 to ensure that 
the alternative activities are substantive and are being 
completed at a reasonable pace l given individual circumstances. 

OTHER lSSUES 

Given the high cost of public sector jobs, and the fact that job 
search has been shown to have a positive impact On employment, 
should participation in job search be required before placement 
in a community service job and periodically throughout
participation in a community services jobs program? (President 
Carter's PBJI welfare reform proposal would have referred an 
individual back to job search after 52 weeks of PSE employment.) 
Proponents argue that this would reduce the cost of the community 
service jobs program and increase the number of welfare 
recipients (or former recipients) in unsubsidizea employment~ 
Critics contend that, while programs with a job Search component 
have been effective for soae groups# they have not been effective 
for others. In particular, job search has had inconsistent 
impacts for the most disadvantaqed welfare recipients and could 
waste scarce resources if required of everyone. If this 

http:women).tt
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requirement is imposed, should it be after the time limit on 
assistance has, been reached, or just prior to that? Should it be 
for everyone or just those subgroups where there is likely to be 
a positive impact? 

Should AFDC recipients who have not exhausted their time limited 
benefits be allowed to volunteer for participation in a community 
service job? Proponents contend that this would produce the 
desired behavior and the community would receive something in 
exchange for its assistance. critics could point out that CWEP, 
work supplementation, and OJT are already 30BS components which 
recipients could volunteer for; however, if the community service 
jobs program were based on the public service employment model, 
allowing AFOC recipients to volunteer could substantially
increase the cost of the program (especially if prevailing wftqes 
are paid) and could even induce some people to go On welfare. 

Who would be responsible for creatinq 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 their AFDC 
benefits {e.g., periodic job search and paying the minimum (or 
lower) wage would provide incentives for unsubsidized 
employment)? 



APPENDIX A: NOT ENOUGH JOBS? 


Since there is a possibility that as many as three million 
community service jobs will need to be created, some have raised 
the objection that there aren't enough useful jobs that can be 
created_ Critics of this argument point out that States and 
localities have, in the last decade, cut back on many useful public 
services and that there are "numerous opportunities for job
creation. Moreover, one potential source of employment is 
rebuilding the infrastructure, a major policy initiative outlined 
in puttina People First. Some may object that these jobs would 

o be appropriate, since most involve physical labor and the 
p,/'incipal target group of the community services jobs program isjE" OlDen. Kaus (1992, p.l32) addresses this criticism by noting: 
"Women can fill potholes and paint bridges (and water lawns and 
pickup garbage) just as women can be telephone rspairpersons and 
sailors. Anyway, there are also many non-arduous jobs that need 
doing: nurse's aides, Xerox operators, receptionists, clerks, and 
cooks. It Garfinkel ana Mclanahan (1986, p.146) also point out that 
tlit 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.tI 
~~ile such a program has not been implemented for welfare 
recipients, they add (p.148): "Simply because something has not 
been done to date does not mean that it cannot be done in the 
future. It . ' 

A second objection related to these jobs is that those required to 
work will not have the skills to perform the tasks adequately. 
According to MORe, supervisors of welfare recipients in workfare 
programs have rated them as highly as regular entry-level workers. 

A third objeotion is that the jobs created ,",ould 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. 

". 



APPENDIX B: STAFF/PARTICIPANT VIEWS REGARDING 

MANDATORY WORK PROGRAMS 


surveys by MDRe dealing with .the reaction of state agencies, 
participants, and the public to mandatory work experience 
program§ are overwhel~ingly positiya. Althouqh these programs 
were different=thi~communrty service jobs program, they 
indicate that mandatory participation can be viewed positively by 
hoth participants and ~~inistrator$. 

o 	 In West virqlnia,'60 percent of supervisors felt the work 
perforned by male'CWEP participants was a neoessary part of 
their day-to-day business, while 79 percent felt this was 
true for female CWEP participants. ona hundred peroent of 
the supervisors rated ~ale CWEP participants the same or 
better than regular, new employees in terms of job 
performance, attendance, behavior, job skills, and maturity, 
while 94 percent of the supervisors rated fe~ale CWEP 
participants as highly. A majority of CWEP participants 
also reported that they had learned something new in their 
CWEP positions: this was reported hy 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 requirement as being
fair. 	 . 

o 	 In San Diego l 78 percent of surveyed supervisors felt that 
the work performed in CWEP ~as important to their agencies
and not "make-work.« 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 
participants felt'that they had learned something new on the 
job. 	 . 

o 	 In Maryland, 96 percent of supervisors considered the work 
performed under work experience to be a necessary part of 
their day-to-day business, while 78 percent of participants 
sharea this view.' Fifty-two percent Qf 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 positions~ 
About 60 percent of participants believed the work 
requirement was fair. 

o 	 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 requirements were 
fair~ 

o In Arkansas, 79 percent of supervisors and 77 percent of 
participants felt:that the CWEP work performed was 



necessary. seventyl-three percent of supervisors felt the 
participants were at least as productive as regular 
employees. Eighty-six percent of participants felt that 
they had learned so~ethin9 new in their positions, and 73 
percent felt the requirements were fair. 



RESEARCH ON THE EFFECTIVENESS OF EMPLO'iMENT 

AND TRAINING PROGRAMS 


BACKGROUND 

'The Federal government bas a long history in employment and 
training activities. During the Great Depression, it established 
the Works Progress Administration (WPA) , which established 
massive public works and public service employment programs to 
assist millions of the unemployed. The Manpower Development and 
Training Act (MOTA), passed in 1962, was designed to assist 
workers ~ho had been displaced by technological change and 
provided vocational and on-the-job training" The program
initially served primarily those with extensive work experience,
but its emphasis was later changed to serve the hard-core 
unemployed. The Emergency Employment Act of 1971 authorized the 
first major job creation program since the 1930s, known as the 
Public E~ployment Program (PEP), which spent $1 billion in 1972 
and $1.25 billion in 1973 to create jobs within state and local 
90vernments. The Comprehensive Employment and Training Act of 
1973 consolidated many of the programs created during the 19605 
and 1910s; it emphasized training, but ~aintained a public
service employment (PSE) component for high unemployment areas. 
PSE was expanded in the mid-1970s when une=ployment grew. 
Spending on the PSE programs grew rapidly and in fiscal year 
1980, they clai~ed about $3.8 billion or 41 percent of the total 
$8.9 billion in CETA outlays. In 1982, CErA was replaced by the 
Job Training Partnership Act (3TPA); its focus was training and 
there were no funds for any form of direct job creation. 

In addition, numerous welfare-to-work programs were rigorously 
evaluated by the Manpower Demonstration Research Corporation 
(MORe) during the 1980.. These inc~uded relatively low-cost 
interventions SUCh as jOb search followed by work experience and 
training, as well as more intensive training programs. The 
former were generally mandatory proqrams, While the latter were 
VOluntary. 

The Federal government has also used the tax system to encourage 
job creation~ For example, the Targeted Jobs Tax credit (TJTC),
authorized by Revenue Act of 1978, offers employers a tax credit 
for hiring workers from certain groups, including the 
economically disadvantaged, welfare recipients, and the disabled. 

RESEARCH ON WORK PROGRAMS 

There is research on a variety of subsidized employment progr~. 
These include: public service employment, where participants are 
provided johs in the public sector; work experience programs, 
where participants are provided subsidized employment, with a 
focus on instilling basic work habits and attitudes rather than 
to teach specific skills; subsidized on-tho-job training, usually 
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in the private sector, which subsidizes employers for part of the 
wages of untrained persons and where there is an expectation that 
these persons will continue to work for the firm or organization 
that trained themi supported work, which consists of the creation 
of a protected workinq environment where participants can learn 

. basic work habits: and earnings or wage subsidies, which are paid 
to employers as an incentive to hire disadvantaged workers for 
existing private seeto~ jobs., 
The research findinqs summarized in the followlnq sections seek 
to identify net impacts on earnings, employaent, welfare 
payments, and the incidence of welfare reoeipt. In addition, if 
available, results from cost-benefit analyses from the 
perspective of participants, the qovernment, taxpayers, and 
society are presented. For participants, the key question is 
whether increased earnings outweighed the loss in benefits and 
increase taxes. Whether work programs are cost-effective for 
government depends on whether the savinqs associated with reduced 
AFDC and other transfer paymentSt along with added tax revenues 
from increased earnings, outweiqh the costs of operating the work 
programs, including the added cost of support services. The 
analysis from the taxpayers perspective adds the value of output 
produced by program participants. The final perspectiVe is that 
of society as a whole; which includes both partiCipants and 
taxpayers. Viewed in this way, if a program provides gains to 
one group but an equal loss to another, it would be considered as 
providing no net gain, but simply as a transfer from one to 
another. 

While the findings from these studies can be useful in designing 
a work program for long-term AFDC recipients t the results should 
only be viewed as suggestive. Differences bet~een the programs 
and target populations, the environmental 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 that 
many of the programs tested were voluntary: it is unclear what 
the impact of mandatory programs would be. In 8Qdition, most 
research On the impact of tbese programs on welfare recipients!
includes mothers whose youngest child is six or older. 



AFOC WORK PROGRAMS 


Several work programs for AFDC recipients suggest that such 

programs may have positive effects. ~e findings from these 

programs are summarized _below, separately for women and men. 


WOMEN 

Supported Work 

Th ational Supported Work Demonstration tested the effeots of a 
ghly structured work experience program on fou~~tarq~t Qt2YPs; 

ong-term AFDC recipients, ex-addicts, ex-offenders, and young 
jsehool dropouts. The proqram included peer qroup support, 
graduated stress, and close supervision as proqram techniques; 
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 produced goods and services 
and helped pay for the project. Participation in the program was 
voluntary. Participants received waqes tor their work t which 
reduced their welfare benefits. After 12 to 18 months, 
participants were expected to leave their Supported Work jobs, 
regardless of whether they had found other employment. The 
emphasis was on the development of work habits, basic work 
skills, and ~otivation to enhance employability. 

For AFOC recipients to be eligible, they had to have: 1) been on 
AFDC continuously for the past three years: 2) to be female; 3) 
to have no child less than six years old; 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 waqe rates be based on, but 
~e below, the wage that participants might be expected to earn on 
a regular job f subject to the constraint that the wage was never 
to be below the legal minimum. WOmen in the program had averaged 
nine years of AFDC receipt. 

In the third year of the program, experimentals in Supported Work 
earned an average of $1,076 (23 percent) aore than controls (see 
Table __). 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 (~2 percent). 
The program also led to a $401 (10 percent) reduction in average 
AFDC payments in the third year of the proqram and reduced the 
incidenoe of AFDe reoeipt by 7.1 percentage points (10 peroent) 
by the end of that year. The program had the greatest impacts on 
the most disadvantaged -- those who had not completed high 
sehool, who had received AFOC a long time, or who had no prior 
work experience. 

The cost-benefit analysis indioated that the benefits from both 



the taxpayer and the social perspective exceeded the costs. 
Although the evaluators point out that the program was not quite 
cost-effective if only the benefits durinq the 27-month follow
up period were considered, if the impacts continued to decay at 
the observed rate of 3 percent a year, then the program would be 
considered cost effective. Even with such projections, however, 
the program was not eost e~fective from the participant's 
perspective, because the increase in their earnings did not 
compensate for the reduc~ion in their welfare benefits. 

While the results are suggestive for long-term AFDC recipients,
the results for new applicants and reCipients who have not been 
on the rolls long; even those likely to be long-term recipients, 
may be quite different, because such applicants/recipients will 
not, even after two years, have the same averaqe 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. 

AFDC Hgmemaker-Home Health Aige Demonstrations 

The AFDC Homemaker-Home Health Aide Demonstrations and operated 
in seven sites~ 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 a year of subsidized employment. Most of the participants had 
low educational levels (40 percent had not qraduated 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 program, exparimentals in the program 
earned an average of $1,121 more than controls and increased the 
employment rate by 8 percentaqe points, while combined AFDC and 
Food Stamp benefits were $343 lower (see Table _). The earnin9s 
gains were primarily from increased employment rates, though some 
sites also had statistically significant gains in wage rates~ 

Hew Jersey roT 

New Jersey offered OJT placements in the private sector of up to 
six months, but program participants Could also receive other WIN 
services. It was expected that employers retain those who 
performed satisfactorily as reqular full-time employees. The 
program was voluntary. 

, 
The proqram led to earninqs qains of almost $591 (14 percent) and 
reduced AFDC payments by $238 (11 percent) in the second year of 
the program (see Table _) I" Because there was no increase in 
employment, this suggests that participants found jobs that paid 
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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 proqram 
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 offered 
opportunities 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 AFOC benefits did not 
decline. Evaluators believe the lack of impact on AFOC 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 AFOC benefits are reduced. 

Minority Female single Parent Demonstration 

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 [ciT] i 
northern California) did experience positive impacts on 
employment and earnings. The key distinguishing featUre between 
CET and the other three I sites is that it placed an emphasis on 
the combination of training supplemented by education and 
"general employability training."

i 

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 



4 

in the 19808, there is very little research on the program in 
isolation. According to Gueron and pauly (1992, p. 166), tlthere 
is little evidence on whether unpaid work experience, following
job search or alone, has any independent effect on program 
impacts." One demonstration, San Diego I, included a test of 
adding 3 months of CWEP after initial participation in job
search. Gueron and Pauly (1992, p.165) report: -The overall 
findinqs for AFOC applicants indicate that the addition of CWEP 
after job search did increase proqram effectiveness, but the lack 
of consistent results across cohorts enrolling during different 
labor marKet conditions suggests that, at most l the incre~ental 
impact was small." 

Although some research by MORe suggests that welfare-to-work 
programs can increase the earnings of men and be cost effective 
for taxpayers, the programs tested were typically low-cost 
workfare type programs; there is no research on more intensive 
interventions for men receivinq AFDC. 

Research by MORe has shown that a job search/work experience 
requirement can increase employment/earnings or reduce welfare 
dependency and be cost effective for the AFDC-OP population,
primarily adult men (see Table __). 

o 	 In SWIM, earnings were $500 (18 percent) hiqher in the first 
year of the program: however, in the second year, the 
earnings increase was not statistically significant. 
Employment was 6.5 percentage points (17 percent) higher at 
the end of the second year of the proqram. Average AFDC 
payments were $551 (12 percent) lower in the second year of 
the program. (Unlike other MORC evaluations of AFDC-UP, the 
sanctioning rules for AFOC-UP families participatinq in SWIM 
were changed, so that only the head of the ease lost AFDC 
benefits Yhen a sanction related to the work requirement was 
imposed makinq it more comparable to JOBS.) Tbe evaluations 
of cost-effectiveness from the participant's standpoint 
indicated that AFDC-UP men broke even in SWIM (with their 
earnings qains about ~atchin9 their losses from AFDC, other 
transfers, and tax payments). Tbe net present value of the 
program for taxpayers and the qovernment budget ranqed 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 program 
only served applicants. Since research has consistently 
found that first-time applicants (i.e., these most job
ready) qenerally don't benefit from these services, it is 
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not Gurprisinq thai this program did not show positive 
impacts. (Principal earners in AFDC-UP families are 
especially likely to be job-ready, in part, because the 
eligibility criteria for the AFOC-UP program require a 
recent attachment to the work force.) Averaqe AFDC payments 
were $374 (14 peroent) lower and the incidenoe of welfare 
receipt was 5.7 peroentage points (14 percent) lower 1n the 
first 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-and-a-half, the 
incidence of AFDC receipt was 6.9 percent lower and welfare 
payments had decline~ by $229 (12 peroent) during that time 
(Friedlander et &1., 1986, p" __). However, tne precision of 
these findings is unclear because the evaluation did not 
involve the random assignment of individuals, but of 
counties. As a result, adjustments had to be made for 
differences in labor markets and the characteristics of 
welfare recipients.! While the results are less rigorous,
the program is in some ways more relevant for assessing 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 were large enough so 
that the proqram was cost-effective from the government
budget standpoint and when the value of CWEP output is 
added, "the total value of the saturation model to taxpayers 
becomes highly positive." 

Utah's EWE Program' 

Utah's Emer9sncy Work proqram (EWP) includes a strict work 
requirement (Janzen and Taylor, 1991), with participation equal 
to ~o hours a week, and a time limit on assistance. However, its 
design was not rigorous and the impacts should only be considered 
a very rough approximation of the direction and magnitude of 
proqram impacts. While the MORe evaluations are based on 
experimental design, they generally include activities other than 
a strict work program. The evaluation of utah'. program 
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 reduotion from 10 months to 10 weeks). As a 
result t it was also found to be hiqhly cost-effective, compared 
to the conventional program. The 40-hour per week performance 
requirement was viewed as a key program desiqn featUre Qf Utah's 
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EWP program. 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 perfo~ed. _This provision may better 
prepare welfare recipients for work. Utah considered the payment
after performance provision critical to the proqram 1 s design,
because it "ensures a 100 percent participation rate." 

CONCLUSIONS 

While some subsidized employment and training programs have been 
successful in increasing the earnings and employment of welfare 
mothers, they have been relatively small, voluntary pr09rams~ It 
1s not appropriate to generalize the results of experiments 
serving s~all nu=bers of self-seleeted, often highly .otivated 
volunteers, to the larger eligible population. These people are 
also less likely to have barriers to participation, such as drug 
use or family problems. In addition, screening 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.' Accordinq to Friedlander and Gueron 
(1991. footnote 17): "These factors, since they relate to 
controls as well as experimentals, may have either positive or 
negative effects on the ability of programs to achieve impacts: 
More motivated individuals may be more prone to help themselves, 
with or without progra~ assistanee j Or to seek alternative 
services on their own, lowering the potential for program 
impact. u 

Even without these problems, however; it is unclear whether these 
programs 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 quite difficult to expand. 
For example, there may be limits to how many on-the-job training 
slots can be created. Also, there may be only a small number of 
AFDC recipients who would be interested in participating or would 
pass the screening criteria. Making partiCipation ~and.tory as a 
device to help increase coverage CQuid be self-defeating if it 
changed the character of,the services and their impact. n 

For many of these same reasons, it would be inappropriate to 
generalize from the findings of lov-eost progr.~s for AFOC men, 
especially since they often included services other than just 
work experience. 
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CETA WORK PROGRAMS 
I 

There is a fairly extensive amount of research on employment 
programs within the CETA proqram. However I due to methodological
shortcomings in the research designs, the findings should only be 
viewed as SU~@$~~e CETA evaluations were all based on 
Ilon~ental research-~ol09iest i.e., they di9-not _ 
~arve the random assiqnment~~individuals to treatment a~d 
cont~-9r~s. Ifl-addit1~ only one of the evaluations (Bassi 
et al., 1984) estimated the impact of CETA separately for welfare 
recipients. r 

To measure the net ilnpae~t of CETA, researchers typically 
generated a comparison group of individuals that was comparable 
to the pro~ram participants based on observable characteristics 
that affect earnings and employment. Same of the variables 
typically used in matching groups were sex, aqe f race, family 
income, family size t weeks employed, and educational status. 
However t it is very like"ly that the cOlDparison qroup members 
differ in other ways fro'm the participants in a systematic but 
unobservable fashion. For example t those who participated in 
CETA may be more motivat'ed, and motivation is likely to be an 
important determinant of I earnings. It is unclear the extent to 
which postprogram earnings differentials between participants and 
comparison group members result from program participation or 
differences in motivatio'n or other unmeasurable differences. In 
the absence of experimental design, where both observable and 
unobservable should balance oUt, it is necessary to employ 
statistical techniques t'o control for nonrandom assiqnment owinq 
to unobservable characteristios, but there is considerable 
uncertainty in the resea~ch community about the validity of such 
methods. 

Barnow (1987) has reviewed the principal CETA studies. Table 
shows the impact estimates on annual postprogram earnings for the 
program overall, as well' as for its components and for key
subgroups. ' 

FINDINGS FOR wOMEN 

PSE produced statistical'ly significant earninqs gains for women t 

with some estimates show'inq annual earnings gains in excess of 
$1,500. Overall, two studies found statistically significant 
increases in annual earninqs, from $464 to $1,121, while one 
study found no statistically significant effects. For white 
women, five studies found statistically siqnificant effects, 
ranging from $614 to $1,563. For minority women, the sa=e five 
studies found similar increases, from $650 to $1,673. (The 
earnings qains for PSE are larger than for other components; this 
may be partially because the average length of participation was 
longest in this component and it is likely that some portion of 
the earninqs qains comes from the program itself, i.e., it is not 
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completely from postprogram earninqs gains.) The largest impacts 
vere 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 etfects (ranginq fram $800 to 
$1,300 a year), while the other found negative effects ($522 a 
year). For white women, three studies failed to find significant
effects, while three found positive effects, rang1nq trom $505 to 
$1,400. For minority women, three studies failed to find 
significant effects, while three found positive effects, ranging 
from $825 to $1,023. The impacts for welfare mothers were at the 
lower end of the earnings range, but were statistically
significant. 

For OJT, three of four studies find statistically significant 
effects, ranging from $700 to $l,lOO~ For white women I three of 
six studies find statis~ically significant increases in earnings,
ranging from $550 to $1,231. For minority women, four of six 
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 p~rticipation increases earnings primarily
through an increase in hours worked rather than through an 
increase in wages: since women qenerally work fewer hours than 
men , there is more room for an impact on their hours of work (and
consequently earnings) than is the case ~or men. 

Although the findings indicate that the PSE and OJT programs 
increase the earnings of WOmen participants, they are also 
expensive programs and it is not clear that ~~ey are cost
effective. 

FINDINGS FOR MEN 

Most studies showed negative earninqs impacts for aen t but the 
results were generally not statistically siqnificant4 overall, 
two of three studies found no statistically significant effect, 
while one found that the program reduced earnings by $836. For 
white men. three of four studies found no statistically 
significant effect I 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 disappointinq. 
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 one study found that the 
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program reduced earnings by $872 to $l t 021. For minority men, 
five studies failed to find statistically significant effects and 
one study found that th~ program reduced earnings by $912 to 
$983. . 

For OJT, three of four studies found no statistically significant 
effects and one study showed an inorease in $612. For white men, 
three of five studies found statistically significant increases 
in earnin9s1 ranging from $616 to $1,231. For minority =en, four 
of five studies found statistically significant increases in 
earnings, ranqing from $772 to $2,057. 

Of the CETA work proqrams, only OJT appears to have been 
successful in increasing the earnings ot 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 'in the program.

I 

Given the poor impacts f,or men and the h1qh cost of the 
intervention, it seems clear that these programs were not cost
effective. 

ISSUES 

Past experience with PSE in eETA sU9gests that the program's 
direct ability to create employment may be limited due to "fiscal 
substitution," as state and local governments use Federal funds 
for a government jobs program to create jobs that otherwise would 
have been funded completely from nonfederal sources. In the 
extreme case of complete fiscal substitution, the impact of the 
qrant proqram would be a shift in the tax burden in support of 
local public services from local to Federal taxpayers. In the 
other extreme case--no fiscal substitution--the impact of the 
grant program would be an increase in activities an~ jobs equal 
to the amount nominally funded by the qrant. The evidence from 
evaluation studies of earlier public service employment programs 
suggests that the ~egree of fiscal substitution may have been 
substantial--ranqing from 20 to 40 percent in the short-run, up 
to complete substitution in the long run. 

However, some analysts have noted that tighter targeting of the 
jobs on hard-to-employ low-income people, limits on aotivities 
funded to projects of short duration, an~ the orientation of jobs 
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 (1986, p. 148) note: "It seems 
reasonable to expect that the more targeted the program, the 
lower will be the fiscal substitution rate associate~ with that 
program. On the other han~, we would expect the fiscal 



substitution rate to'have risen over time, since state and local 
governments had an opportunity to replace reqular civil servants 
with PSE employees .••• 'Fiscal substitution tends to be lower in 
structural proqram than in countercyclical programs, and it tends 
to rise over time in both types of proqrams~" 

opponents of guaranteed government jobs could also argue that 
past experience with PSE proqrams suqqests that this component 
would be costly. while failinq to produce meaninqful employment.
First, the ~arket is a more efficient way of determining what 
jobs are needed in the economy. Second, the substantial cost of 
creating PSE jobs would be financed by taxing the private sector. 
reducing jobs there~ In fact, the increased burden on the 
private sector {either through increased taxation or deficit 
financing} could result in an overall net reduction in 
employment. 



TEENAGERS 

Each year, nearly half a million births occur to young teenage 
mothers. Research shows that young, unmarried parents are at 
qreatest risk of long-term welfare dependency, as well as a wide 
range of economic, social and personal problems (see Ellwood, 
1986: Hayes, 1987). OVer a third of teen parents who begin AFDC 
will receive benefits for at least 10 years (Maxfield and Rucci, 
1986). Moreover, one study (Duncan and Hoffman, 1990) has found 
that AFDC receipt by an unmarried teen may cause future welfare 
dependence, even after controlling for other characteristics of 
the mother. The public.costs of teenage childbearing were 
estimated to exceed $.1 billion in 1989 tor AFDC, Food st~s, 
and Medicaid alone (center for POpulation options, 1990). Since 
many teen parents may also 'exceed the time limit, they will be 
required to ~orkr or perhaps attend school. 

Learnfare Programs 

The goal of "learnfare" programs is twofold: 1) to create a 
program 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 equivalent, increasing 
their long-term earning potential and helping them avoid long
term welfare dependency~ A number of evaluations are now 
underway Which examine the impact of mandatory programs aimed at 
preventing long-te~ welfare receipt amonq young AFDC recipients. 

I 

o 	 Ohio's Learning, Earning, and ~arenting (LEAP) program 
requires all pregnant and parenting teens under age ~9 who 
do not have a high school diploma or its equivalent to 
attend school regularly; they receive finanoial bonuses or 
penalties based on their attendance. The basic grant for a 
teen parent with one child in Ohio is $274; a bonus for good 
attendance raises it to $336 while a penalty would reduce it 
to $212. In addition to financial incentives, the program 
includes child care assistance and case management to help 
these teens ~eet the school attendance requirement. Some 
States usinq or considering Learnfare models use only
financial sanctions to encourage school attendance (e.g,t 
Wisconsin), but none are currently being evaluated using a 
rigorous research design. 

o 	 The Teenage Parent Demonstration uses an experimental desiqn 
to evaluate the effects of education and other services, and 
of a continuous participation requirement. Participation is 
mandatory for teen parents on AFOC. It is (or was) being 
tested in Chicago, Illinois, and Camden and Newark, New 
Jersey, and was restricted to teen parents who already had 
one child. In addition, the participation requirement 
includes required school attendance (hi9h school or GED) and 
may also inclUde job search assistance and vocational 



training, as well as other services such as counseling, 
parenting instructiQn~ 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 16-site national demonstration providing 
comprehensive education and training, and employability,
life management, and parenting instruction to younq {17 to 
~l years of age) AFDC mothers who are high school dropouts.
Its experimental design evaluation will provide impact data 
on educational attainment and achievement, employment, 
earnings, welfare receipt, and fertility. This 
demonstration is targeted at AlPC recipients who are older 
than the typical high school or learnfare population, but 
who are also at risk of long-term dependency. 

Comprehensive Services Demonstrations 

Project Redirection was a voluntary demonstration for AFOC
eligible mothers under age 18; which provided comprehensive
after-school services designed to prevent school drop out, teach 
parenting and life management skills, and increase employability. 
While it did lead to greater short-term high school attendance, 
there was no long-term difference in educational attainment 
between the experimental and the comparison group members. 
However I after five years f those in the demonstration had an 
increase of $39 in weekly earninqs and a decrease of 12 
percentage points in welfare receipt, but higher rates of 
childbearing (Polit, Quint, and RicCiO, 1988). 

Work/Education Programs. Job Corps 

Job Corps is • Federally administered employment and training 
program for economically disadvantaqed youth between the ages of 
14 and 2l. Job corps services are typically administered in a 
residential setting and provides a wide variety of services, 
including basic education, vocational skills trainin9, and work 
experience, in addition to support services such as subsistence, 
clothing, health caret and recreation. 

Mathematioa Policy Research; Inoo f did an extensive evaluation of 
the Job Corps program, whieh is considered to be of high quality, 
but did not use random asslqnment. It had a la~a sample 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 9rouP 
was carefully drawn from youth eligible for Job Corps, but 
residing in geographic areas where Job Corps enrollment was low. 
The comparison group of youths was developed from lists of school 
dropouts (70 percent) and from applicants to local Employment 
Service offices (JO percent). sophisticated econometric 
techniques were used to try to control for selection blas C 
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major problem in evaluations not relyinq on random assignment}.
The principal evaluation results were: 

o 	 An increase in e~ployment of over three weeks per year~ 

o 	 An increase in earninqa of approximately $655 per year. 

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

o ,Higher col1eg6 attendance. 

o 	 A reduction in the receipt of welfare, amountinq to an 
average of over two weeks per year~ 

o 	 A reduction in criminal activity for participants durinq the 
period they were in the program and after leaving it: 
participants had fewer arrests for serious crimes than did 
the comparison qroup. 

In addition, a cost-benefit analysis concluded that, from the 
view of society as a whole, the program returns $1_46 for every 
$1 it spends. However, much of the "benefit" in the belll.f!.t.:::... ~ 
cost analysis comes from-reduced criminal activity. Here, the 
re.I:i-uU5-depend, ~Irr~:arge part, on the dollar value placed on 
reductions in certain kinds Of cri~es, e.g., murder~ Without 
these benefits~ the program does not appear to be cost-effective. V 
It is also worth noting that the program only returns 98 cents on 
the dollar for non-Corpsmembere (i.e., it is not cost-effeotive 
from the rest of society's perspective). 



HOW SHOULD THE PROPOSAL BE IMPLEMENTED? 


OPTIONS 

option 1; full-SCale. Immediate Implementation 

proposal:: Make weI fare trans!tional assistance of 1 1mi ted duration 
and provide jobs for those whose transitional assistance has ended. 

, 

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

Opponents argue that a time limit on assistanee eould 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 
family income still further. (To address these concerns, some 
time-limited welfare proposals incorporate other antipoverty 
programs, such as child support assurance and universal health oare 
coverage. The availability of these benefits as well as other 
eXisting benefits not time-limite~, reduce the potential adVerse 
effects on children.) In addition, because there are a myriad of 
details that need to be speoified and most program specifications 
have been untested t imposing a program designed at the Federa 1 
level could have other unintended negative effeots~ Moreover, 
States may resist attempts to impose 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: Full-scale implementation would require identifyin9 the 
many detailed provisions that would have to be part of the 
proposal. Monitaring implementation would be important l but 
difficult, ~iven the limited experience with such a program. 

It is not clear what the impact Qf such a proposal would be on 
Federal and State costs. Initially costs could be inereased 
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 costs assoeiated 
with implementing the guaranteed work program. Depending on the 
structure of the proqram, these costs could even outweigh any 
welfare savings. Hickey Kaua, whose proposal 1s perhaps the most 
far-reachinq, estimates the initial annual cost of his proposal to 
be between $43 and $59 billion. 



Option 2; PhAsed Implementation 

Proposal. Given the maqnitull" of the proposal, a tim" 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 minimize initial costs and allow States 
time to build the capacity to serve individuals through JOBS and 
a quaranteed work program. The phase in can be related to specific 
provisions and/or subgroups of the welfare population. As service 
capacity and State experience grows, the program could be expanded 
to additional subgroups. 

Potential subgroups include: 

o AFDC-UP recipients. AFDC-UP recipients tend to ba less 
disadvantaged than the overall AFDC population (llue to the 
requirement that they have a recent work history) and face 
fewer barriers to employment (e.g., since it is a two-parent 
household, child care is not likely to be a problem). In 
addition, the current AFOC-OP is f in SOine ways t already 
milar to the proposed time-limited/guaranteed job proposal. 

until passage of the Family Support Act of 1988, the UP~ ogram was_~tate option and about half the States chose not 
to provide benefl.ts t.Q:intact families where the principal 
earner was unemploy..ed......J::ven 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 7S 
percent by FY 1997, where adults in UP families will be 
required to participate at least 16 hours a week in a work 
program. 

Implementing the proposal tor AFDC-UP recipients first would 
allow testing it on a relatively small segment of the 
caseload. It is a group that is typically less depenllent on 
puhlic assistance and has some prior work experience. The 
work requirement for this population also means that many 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 from the Utah Emergency 
Work Program that such an approach can be effective. However, 
restricting the proposal to this 9rouP would ignore those most 
at 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 to identify important 
implementation issues). 

o 	 New Applicants. Kickey Kaus (1992, p.251) has argued that 
the proposal could be limited to new applicants: n. 

http:unemploy..ed
http:benefl.ts


current welfare recipients could be 'grandfathered f ift 

necessary, to avoid the Take Away prOblem of ending benefits 
for those accustomed to receivinq them~ Tbey could still be 
required to work in return for their checks--'workfare. I But 
new single mothers would not be required to work for their 
checks. They would not qet"checkS." This also helps avoid 
the start-up problem of having to provide JOBS services and 
then actual jobs after a certain period to all current 
recipients: restricting the proposal to applicants would limit 
the annual number of JOBS participants and new guaranteed jobs 
to a manaqeable number~ However, by ignoring current 
recipients, potential long-term savings are reduced and such 
a phase-in could deter current recipients from leaving 
welfare, if they thought they may have to return to a system 
with stricter requirements. 

Sawhill (1992, p.5) has proposed a slxallar, but even more 
narrowly targeted subqroup: new, first-t1me recipients. While 
this would address the disincentive for leaving welfare for 
current recipients, since they could receiVe aid if they 
applied Again, it creates more data collection problems, since 
States would be required to exempt those who had earlier 
received AFDC. This could be a problem if past receipt was 
many years earlier or in another State. In addition, it would 
further narrow the population subject to the new rules. 

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

Various provisions of the proposal could alBo be phased in: 

o 	 Time Limit. A longer time limit could be allowed for current 
recipients and applicants in the early years of the proposal 
to allow States to build up their JOBS programs to serve all 
those who need assistance 1n 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. 

o 	 Sanction. The penalty or sanction for not working after the 
time limit has expired can be gradually increased to allow 
people to adjust to stronger penalties. For example,
initially the sanction could be the current JOBS sanction, 
but later it can be increased to include larger reductions 1n 
AFOC and/or include reductions in other welfare programs as 
well. This would reinforce the importance of achieving self
sufficiency* AlternativelYf a single sanction can be 
selected, but the severity for all groups can be increased 
(or decreased) over time, as individuals become more aware of 
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it (e.g., it could:be the current JOBS sanction for those on 
aid 2 to 4 years: 50 percent of the grant for those on 4 to 
6 years; and the entire grant for those on over 6 yearsa 

I 
o 	 Work Program. Participation rates, like those that now exist 

for JOBS, C<)uld be built into the cOlII1IIunity services jobs 
program. Since initially it may be difficult for the 
qovernment to quara~tee jabs for all those who need them. the 
proposal could include rising participation rates, where a 
certain percentaqe of those who have exceeded their time limit 
on welfare would be required to work (while the others would 
continue to receiv~ assistance)~ This would allow time to 
build capacity to serve all those who need jobs, and at the 
same time provide incentives to become aelf-sufficient, rather 
than rely on the possibility of having to take a government
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 (1992, p .. 5) notes, "it exempts at 
the ou~set a significant proportion of recipients from the time 
limits -- eve.n if only' teJllporarily." She also adds that "the 
exemptions absolve States of the responsibility for developing 
sufficient resources to move a larqe number of recipients off the 
rolls and into work. 11 

OptiQD 3: State Options 
, 

Proposal. Allow States,to define the specifiC elements of their 
proposal. The Report of the Task Force on Poverty and Welfare {po 
77) argues for this approach: "Experimentation is needed to 
determine the best arranqement of time limits, requirements z and 
services. Moreover, different states may find different 
arrangements that make' sense given the conditions of the local 
economy I the capacity of the state to deliver services,. and the 
characteristics of the caseload. ft 

I 
Discuasion. States have historically had significant flexibility 
to operate the MDC program under broad Federal guidelines. Giving
States the flexibility to define the parameters under this proposal 
would. continue that tradition and would allow theU1 to tailor 
programs to best meet their needs and resource constraints. 

opponents of this approach could 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, there may be little reform, if States are 
concerned about initial 'costs bein9 too hi9h. 
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Option 4; Experimentation 
, 

Proposal: Test different versions of the time limit/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 program, 
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: "[W]e 
simply do not have all the answers about how to transform the 
welfare system. 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 quaranteed 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 projects. Proponents of immediate full-scale 
implementation could ar<JUe that there is already considerable 
research on many aspects of the likely effects of a time-limited 
welfare reform planf with a guaranteed jobs component tor those who 
exceed the time limit. For example, research clearly shows that 
the provision of benefits reduces work effort (though there is 
still debate over the magnitude of thia reduction): therefore, 
ending benefits after a fixed period of t~ is sure to inorease 
work effort. Similarly, research on welfare-to-work proqrams show 
that such proqrams can increase the earning's and reduce the welfare 
dependency of those who participate, suggesting that making sucn 
programs widely available during the first 2 years of welfare can 
lead to qreater self-sufficiency. Moreover, evaluations ot work 
experience and public service employment pr09r~s also show some 
ev idence of success. Opponents of the demonstration approach CQuld 
argue that the problems facing the poor are so serious that steps 
roust be taken immediately and reform cannot be delayed for years, 
while experimental programs are evaluated. Finally, full-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 demonstrati 
approach could arque that existing research is inadequate to ly 
assess the proposal. For example; research on the re onship 
between welfare benefit levels and work effort has n based on 
differences in benefits between States or over ti • SOme proposals 
to time-limit benefits would eliminate all unconditioned assistance 
after a certain period of time, something that has never been 
tested. Existing research cannot be use~ith confidence, to 
estimate the effeCts of el.1tu.natlng weI1:are 41together. 51iiitl:Ul.y, 
the research on welfare-to-work pr09'rams- generally shows modest 
effects, meaning that ~any families may be required to participate 
in a community service job. There is little evidence on the 
effectiveness of such programs for most welfare recipientB.__.nd 
there is even some evidence that such proqrams can hav ~ ~ 
effects on some groups, e.9., adult men. . 

Advocates of ekperimentation coul~al.so-&rtJUe~t full-scale 
implementation oould, involve=;efilfrmous start-up~, as JOBS 
'unc!ing would nave to be signifioantly"expancrea to provide for 
assistance for the first two years on welfare. Even after the time 
limit is reacned, significant costs oould be involved in providing 
guaranteed government, jobs. Given the uncertainty regarding the 
cost-effectiveness of this approach, a demonstration approach would 
involve more 11mited funding initially and would provide cost
benefit results for various approaches. 

Finally, proponents of the demonstration approach argue that past 
research suggests the need to be cautious of unintended side
effects. Indeed, findings from the 61MB/DIME income maintenanoe 
experiment, ",hich suggested that a guaranteed incOlIIe might increase 
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marital breakup amonqwelfare recipients, was partially responsible 
for the defeat of the carter welfare reform plan. 

Issues: All evaluations of demonstration programs are subject to 
biases, some of which may be particularly serious in testinq a 
proposal that~ets a time limit on assistance and requires work 
thereafter. l!!ost important lIay be the strong incentive for 
recipients who lose their benefits to move to anotber iu~tion 

In addition, tbose participating
the same a way as they would to 

a permanent program and the re,s",lt,s for one particular site may not 
be generalizable to the broader welfare population. Finally, the 
results would not reflect important interactions with other 
antipoverty strategies, unless enacted immediately, such as 
expansions in the Earned Income Tax credit, universal health 
insurance ( and indexing of the mininrum wage, unless they were 
enacted nationally. 

QptiOD 5: The EllwooQ Proposal 

proposal: David Ellwood (1992, pp.2J-24) recently laid out a 
specific approach for implementing a time limited welfare system
with a work program, which combines elements from all four options. 
His plan would be phased in by initially permitting a modest number 
Of States (up to a dozen) to implement bold welfare reform 
proposals, gradually adding other States over time, until all 
States are participatinq. States would have flexibility in 
implementing the various provisions, so that different versions Of 
the plan CQuld be tested. Key ele~ents of his proposal include: 

o 	 States would be required to havs 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), qiviog 
tbe States considerable flexibility in the use of AFDC, Food 
Stamp t housing assistance and other welfare program funds. 
The policies could include "alternative training progra:rns, 
child care, inteqrated services, child support enforcement 
and assurance j altered work incentives, subsidized private 
employment, ete." 

o 	 states would be required to have a system for tracking welfare 
recipients in employment and training activities and for 
determining who is employable, giving them latitude in the 
definition of employability. 

o 	 States would have to have some form of time-limited assistance 
for the employables, after which som4 would be allowed to 
adopt a CWEP-type work plan, while others would implement a 
"true time limited weltare followed by public/private jobs
program." 

o 	 States would be required to improve their child support 
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enforcement system, where some 
child support a.ssuranoe in 
enforcement procedures. 

would be allowed to include 
addition to strenqthened 

o A comprehensive evaluation plan would be required for all 
proposals (thouqb there is no definition of "comprehensiveU ) ~ 

o Federal matches for these proqrams would be hi9h--in the range 
of 90 percent or more. 

Discussion. The Ellwood proposal combines many of the advantages
of all four options. First, it begins the process~~=rad~al 
restructuring of the welfare system, making it C!' transitio'iii!l> 
proqram. By phasing it in, however, the initial cost~-are~ept"to 
a minimum and testing variations allows polic:::ymakers time to 
evaluate key provisions and better inform other states on how best 
to implement a time-limited welfare system. The project is likely 
to be more successful, and reform proposals more far-reaching, if 
States with the most interest and support are allowed to implement 
first with the design of their choiee. FUrthermore, politicalz 

opposition is likely to be reduced, if the number of proposals is 
limited and include provisions for solid evaluation. 

Ellwood (p.27) cautions: ·serious reform which involves millions 
of the most vulnerable Americans should, indeed must, proceed
slowly at first. The danger of missteps here are legion. There 
are literally hundreds of key questions which must be answered. 
We will never transform welfare by legislating national changes of 
policies that have never been fully tried at the state level. Thus 
We will not be bold if we try to move nationally too fast. More 
importantly I we will hurt people and waste federal dollars. If 

Issues: The proposal does not define what a rigorous evaluation 
method would be. It is also not clear whether the plans would be 
implemented statewide or in certain political subdivisions larqe 
enough to accommodate a riqorous evaluation. 



FINANCING ISSUES 


The cost of the welfare rafoD plan depends critically on the 
details of program desiqn. Even when these are specified t however t 

cost estimates WOUld be very tenuous because of the uncertainty
regarding how individuals and governments will respond to the new 
program, and also because of the uncertainty OVer future economic 
conditions. Thus, any cost estimate requires numerous assumptions
and all such estimates should be interpreted as more sU9gestive 
than predictive. This section will identify some of the key issues 
which must be considered 1n developinq eost estimates, but will not 
attempt to estimate the cost of any proposal. 

DIRECT COSTS/SAVINGS 

JOBS/AFDC 

The impact on JOBS and AFOC 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. 

Man~Atory proqram. 'Making the proqram mandatory for all nOn
exempt recipients, i.e., a 100 peroent participation rate, would 
dramatically increase the numbe,-of JOBS participants i 
2 years of the proqram. ~rrently, approximate! Q~,~ 
individuals particip~n_.;[OBS in an ay.era.g.a_JIQn.~h. If mandatory I 

this could swell to r~~liQD in an average month] Thus, total 
spenQinq on JOBS participants would rise by a factor of six and 
JOSS spending itself by a factor of more than six, since currently 
other programs (e.g., JTPA) pal' tor a sizeable (but unknown) 
portion of costs for JOBS participants and are not likely to 
increase their contribution to JOBS. After 2 years, JOBS costs 
would fall sharply, as most of those who received AFDC at the start 
of the proqram are either off assistance or in the community 
services jobs component. After this point, costs would depend on 
the number of applicants to AFDC. This would, in tne long-term, 
be less than the nu1nber of applioants currently I since many current 
applicants have previously been on welfare and may not qualify tor 
assistance under the new proqram because they would have exhausted 
their time-limited benefits. 

The impact of making JOBS mandatory on AFtlC costs is unclear. SOllIe 
activities mal' reduce AFDC costs by helpinq individuals get off 
assistance (or reduce their reliance on the program), while others 
may increase them in the short-term; as individuals prolong their 
time on AFOC to "invest" in the development of their human oapital. 

Limltisq Ezemptioss. CUrrently, OVer half of AlDC recipients are 
exempt, primarily because they have a child under three years of 
aqe. If this exemption is lowered and/or other exemptions are 
loosened, tnis would expand the number of individuals that would 
have to be served under JOBS, both in the short-term and in the 
long-term. This change would· inerease AFDC. savings at the two
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year point, since a larger number of individuals would have 
exhausted their time-limited Aroe benefits. 

ZzplUldl11q JOIIS Sarvi"es. If more JOBS component activities and 
support services are required to be offered statewide and/or neW 
activities are added to the program, this would increase costs, 
especially if participants are qiven '1reater latitude in selecting
activities and choose high-cost interventions. 

Strict Time Limit tor APDC. A pro'1ram with a strict time limit, 
e.'1., a 2-year lifetime limit, is likely to redu"e JOBS costs 
relative to a program with a loose Ii_it that allows individuals 
to stay on AFOC longer and therefore access JOBS services for a 
longer period. Similarly, a strict time limit would increase AFOC 
savings, sinee more individuals are likely to exhaust their time-
limited benefits. . 

Immediate Implementation. Immediate r 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 AFOC savings at the 
2-year point. In addition, JOBS costs would be higher after the 
2-year point. 

Com=unity 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 
hi9her if a public service employment approach were adopted, rather 
than a workfare approach, 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 
casa, costs would rise if recipients are allowed to retain their 
benefits 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 programs would be indirectly
• 

affected by a reform 
proposal that limited AFOC benefits to 2 years of receipt and 
required work thereafter. 

Food Stamps 

If the reform proposal implemented resembled the "workfare II model t 
Food stamp costs would rise for families that do not comply with 
the work requirements, as their AFDC benafits are redueed~ but they 
would fall for families that increase their 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 
no AFDC. 

, 
'A community services jobs program that paid waqes could 
significantly increase EITC costs, 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 tbe extent that more families left welfare for work. 

Tax Revenues 

The: welfare reform proposal may also affect Federal, state and 
local tax revenues, especially if the community services jobs 
segment pays participants waqes. 

FEDERAL MATCHING RATES 

A fundamental decision that affects not only the distribution of 
expenditures bet~een the Federal and State governments I but also 
the overall level of expenditures on programs affected by the 
refon proposal, is tbe 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 
increase: sI9"nificantly. States may arque that the Federal 
government should pay for all of the incremental cost of such an 
expansion, because they have lilllited resources, due in part to 
expansions in mandated by congress in Medicaid and the Family 
Support Act requirements. In fact, states are· currently only 
spending about two-thirds of existing JOBS funds and are unlikely 
to spend morel unless required to by the Federal 90vernment. 
However, 100 percent Federal financinq 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 tbat 
is not their own." This could be especially dangerous in tbe area 
of community services jobs, since there would be little incentivQ 
to create meaningful jobs. In fact, states may have incentives to 
keep people in such jobs, sinee tbey can maximize tbe influx of 
Federal dollars and perhaps tbe substitution of jobs funded from 
Federal sources, as opposed to State and local sources (i.e., 
fiscal substitution). 

In addition, if a time limit is placed on benefits, States may have 
significant savings in AFDC costs tbat could be applied to tbe J08S 
program, but these savings would not be available for 2 years and 
tbeir magnitude would depend on tbe AFDC redUction, i.e., whether, 
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it is a sanction or whether all AFOC benefits are reduced. 

The ultimate decision regarding Federal matching rates should 
probably depend on how much the current system is changed. If the 
time limit on AFDC is a sanction, as currently defined, and if JOBS 
is not chanqed extensively, the current financing arrangements need 
not be changed significantly. However, if JOBS is substantially
expanded, a community services jobs program paying participants 
w8ges is created, and if a significant sbare or all AFOC benefits 
are eliminated after 2 years, the overall Federal matching rates 
may have to be reconsidered, recognizing State fiscal limitations, 
while also ensuring incentives for efficient administration. 



OTHER ANTIPOVERTY~STRATEGIES AND THEIR RELATIONSHIP 

TO A'TlME-LIHITED AFDC PROGRAM 


A number 0 antipoverty strategies have been proposed as 
complement to time-limited AFDC. This section reviews some of 
these proposals I their advantages and disadvantages as stand
along8 proposals, ana also issues that arise if inteqrated with 
time-limited AFDC. 

CHILD SUPPORT ASSURANCE 

Desoriptio". Garfinkel et a1. (1992, p.5) d".cribe a child support 
assurance systent as having ...~~e.e--oompo:nte:nts: '"child support 
guidelines, which establish the child support award as a perc:entaqe
of the nonresident parent's income; routine income withholging,
which deducts child support owed from~wages and other sources of 
income, just like income and payroll taxes; and an assured child 
support benefit, which provides a qovernment guarantee of a miniiDum 
~vel of chIld support to the resident parent of a child legally 
entitled to private support." In other words, if the absent parent 
cannot pay the minimum level, the qovernment would make up the 
difference. While many propc:sals differ on the details of a child 
support assurance system, the minimum assured benefit per child is 
around $2,000. 

Discussion. Advocates of an assured benefit argue that it would 
enable single parents who work full-time even at the minimua vage, 
to escape poverty. In addition, since most proposals offset the 
assured benefit against welfare, it offers no net qain to the non
working AFDC recipient, but does offer an increased incentive to 
work l since the assured benefit (unlike welfare) is not reduced as 
earnings 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
welfare recipients may increase, but that overall work effort may 
decline, as the increase in unearned income tor single parents not 
on welfare reduces their incentives to work. In addition, they 
argue that the assured benefit would significantly increase 
government expenditures, with much of the spending qoinq to nonpoor 
families, and that it may increase the incidence of single
parenthood. 

Issues. An assured child support benefit of $2,000 per child 
equals $333 per month. This is larger than the AFDC benefit for 
a three-person family in many States and is not much lower than 
the $372 AFDC benefit in the me,Uan state. '!'his means that a tima
limited AFDC praqram has very little meaninq for many families in 
many States. For example, in the median state, the AFDC benefit 
would be reduced to $39, which means that failure to work atter 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.g., 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 inequitable treatment. Finally I if the assured 
benefit makes a family ineligible for AFDC, it also becomes 
ineligible for JOBS: thus, even though its dependence on government 
assistance has increased, the family has access to fewer services 
designed to promote salf-sufficiency. These issues must be 
addressed if a time-limited AFDC progr~ is to be implemented. 

HIGHER MINIMUM WAGE 

Discussion. Proponents of indexing tOe minimum wage argue that 
wihtout indexing the real value of the minimum waqe would be eroded 
with inflation. Even with an indexed minimum wage, full-time 
earnings for a three-person family would be $____ below the poverty 
threshold of $ • Indexing the minimum wage would ensure that 
the family would not fall further behind. If combined with the 
existing EITe, tha family would have an income of $____ " 

However j there is nearly universal consensus that increasing the 
minimum wage. even if the increase is an adjustment for inflation, 
would reduce employment QPportunities. This effect would be 
greatest for teenagers. Moreover, critics of indexing the minimum 
wage argUe that it is not an efficient antipoverty mechanism, 
because. most workers who earn the minimum -wage do not head 
f ilies, do not work full-time, or live in households whose total 
naoma is well above poverty. As a result, the vast majority (over 
o percent, according to CBO) are not in poor families. Hence, 
cst of the benefits from indexinq the minimum wage would not go 
o the poor. 

Issues: Indexing the minimum wage would increase the cost of the 
coltmunity services jobs proqram, if it is based on the public 
service employment model, where partiCipants are paid wag-es, 
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 Putting FeRPli First is to: 
"Grant additional tax relief to families with cbildren." One way 
to do this would be to provide a children's tax credit. 

Discussion. Proponents of a children's tax credit argue that it 
would provide assistance to all families with children and would 
not stigmatize the poor. Opponents of the tax credit argue that 
it would be costly and would provide much assistance to nonpoor 
families, reducing the resources that could otherwise be used to 
help the poor. In addition, it could reduce work effort. 



SAVINGS INCENTIVES FOR AFDC RECIPIENTS 

proposal. A Clinton/Gore fact sheet identified raising the asset 
limit from $l,OOO to $10,000 for recipients to save for specific 
purposes, such as job training or college. 7 ~ 

current Law, The AFDC asset limit i& $1,000 in equity value; ~~ 
addition, it is $~,500 in equity for automobiles. 

The Bush Administration FY 1993 budget includes a proposal to allow 

States the option of disregarding resources up to $10,000 for 

recipients, but only if the State determines that any such 

disreqarded resources are being retained for later expenditure for 

a purpose directly related to improving the education, training, 

or employability (including self-employment) of a family member or 

for the purchase of a home for the family. 


Discussion. Allowing AFDC recipients to accumulate more in 

resources is aimed a.t reducing recidivism, i.e. t when a minor 

setback puts families back on the AFDC rolls. If AFDC recipients 

were allowed to accumulate more resources before leaving the rolls t 


they may be able to remain off the rolls in the future by using 

these resources. Extending: the higher 1 1mi t to appl icants is often 

justified on equity grounds. 


There is no empirioal evidence on whether increasing the resource 
limit for AFDC recipients (or applicants) would promote self 
sufficiency. An argument CQuid be made that allowing welfare ~ 
reo ';pients to aCCWI1ulate more resources WO~~~ 
r e and promote productive behavior (i.e.~")~ Sherraden 

1991) believes that the current welfare system is flawed because 

it encourages only consumption. He argues that allowinq welfare 

recipients to accumulate assets will "change the way people think 

and interact in the world," ~akinq them more productive. However t 


there i. no solid evidence to support (or disprove) this assertion. 


However, a higher resource limit would also increase welfare 

dependency by lenqtA~nin9 welfare spells, since families would no 

longer be disqualifiea Once their-resources exceeded the $1,000. 

It is not clear how large this latter effect would be, since any 

family that, under current rules t would be disqualified for excess 


J resources, could simply spend them on current consumption to avoid 
~ being disqualified from the program. Raising the resource limit 

would also weaken the safety net arqument for welfare. ~ 

Expanding resourCe limits only for recipients raises an~~~ 
issue. Whey should families that had acquired assets while on AFOe 

'continue to be eligible for AFDC, while other families that have~ a similar level of assets while managing' to stay off AFDC beIineligible for AFOC? 

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



may_not have a significant effe~ recipie~ts would only
be arrowea-t~celve-a~~~~years, althouqh the potential for 
asset accumulation would be increased if the community service jobs 
program were based on the workfare model, where recipients would 
continue to qet aid. If the community service jobs proqram retains 
the income and asset eliqibility rules, however, this proposal
could e><tend eligibility for the community services jobs and 
because such jobs pay more than ArDe, may enhance the ability of 
individuals to save. 

AFDC MARRIAGE PENALTY 

current; Law, Eligibility for two-parent families in AFDC is 
contingent upon the principal earner having a work history and now 
working over 100 hours a month~ , 

Discussioll: Some belieVe that the AFDC proqram discourages 
remarriage, because the family would, in many instances, lose its 
AFDC benefits~ Some proposals would allow single-parent families 
on A DC to retain all or part of their benefits for a period of 

. e 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 sU9'gest that reeipt of AFDC 
benefits is a deterrent to marriage. 

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

EDUCATION/IMMUNIZATION REQUIREMENTS FOR AFDC CHILDR&N 

current Law: The AFDC proqram does not have minimum attendance 
require'CIents for school-aqe children, nor does it require 
immunizations for pre-school children. 

proposal: Some proposals would aanction the AFDC caretaker if the 
family·s children failed to meet certain school attendance andlor 
immunization requirements. 

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

Issues, If AFDC is time-limited, these requirements may lose their 
meaning, unless also applied to those in community service jobs. 

EARNED INCOME TAX CREDIT (BITC) 



current Law: The EITC was enacted in 1975 to provide tax relief 
to low-inco~e ~~~th-fh11dren. As originally enacted, the 
credit equalle 0 percent ot--:::.the first $4· # 000 of earned income 
(i.e., a maximum c ~n:ti;t;-~OO) •. 'the credit vas pbased out for 
adjusted gross income (AGI) or, if qreater, earned income, above 
$4,000, and was entirely phased out for taxpayers with AGI of 

. $8,000. . 

~ 

The EITC has been modified several time since its inception. Most 
recently t the omnibus Budget Reconciliation Act of· 1990 
substantially incriased the maximum amount at tbe-bas10 ~~ 
added an adjustment to reflect fAmilY~Jlze. It also created two 
additional credits as parr-ot-~~ , the supplemental young
child credit and the supplemental health insuranee credit. 
For 1992, the basic EITC rate is 17.6 percent for taxpyaers with 
one qualifying child and 18.4 percent for taxpayers with more than 
one qualifying child. The maximum basic .ErTC is $1,324 (17.6 
parcent of $7,520) for taxpayers with one qualifying child and 
$1,384 (18.4 perce~of $7,520) for taxpayers with more than one 
qualifying child. ~ is ebAaeg-OUk for taxpayers with AGI (r, if 
greater, earned inco=e) above ~!+§4Q at a rate of 12.57 percent
for each dollar of AGI over the threshold (13.14 peI't:ent for 
families with 2 or more qualifying children). ~e basio EITC is 

~£QmP.:let~hased out for AGI above $22,370. The income thresholds~ 
__ c ~ are adjusted for inflation. Tible 1 shows how these parameters 

have varied since the program I s __in "tt~ ough 1994 ~ 

Unlike most tax credits, th~:::: ITC. is refundab ,e., if the 
amount of the credit exceedstne or s Federal income tax 
liability, the excess is pabale to the taxpayer. Also, under an 
advance payment system, eligible taxpayers may elect to reoeive 
the benefit of the credit in their periodic paychecks, rather than 
waiting to claim a refund on their return filed by April 15 of the 
following year. However f less than 0.5 percent of taxpayers who 
claimed the EITC in 1989 chose to reoeive adVance pa~ent of the 
credit. 

The supplemental child credit is availabe fer children who have 
not reached the age of one by the end of the calendar yea~. It 
uses the S8lt1C limits and phaseout range as the basic BITe. In 
1992. the supplemental credit equals 5 percent of the first $7,520 
of earned incomci the phaseout percentage is 3.57 percent. The 
maximum credit is $376. 

The supplemental health insurance credit component of the RITe is 
available for certain health insurance premium expenses. This 
supplemental health insurance credit also has the same inoome 
limits and phaseout range as the basic EITe; it is 6 pe~cent of 
the first $7,520 of earned income and is phased out at a rate of 
4.285 percent. The maximum supplemental health insurance credit 
is $451. It is available to offset premiums paid for health 
insurance coverage that inoludes one or more qualifyinq children; 
it may not exceed the household's actual health insurance premium 



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

proposal: In Putting Peqple First, president-elect Clinton wrote 
that the Earned Income Tax Credit should be expanded "to guarantee 
a nworking wage" so that no Allerican with ill family who works full
time is forced to live in poverty." 

Discussion. Proponents of expanding the EITC typically clai~hat 
it would increase work incentives and strengthen families. ~ere 
is little research on~&-a~~ect, an~ econ~ic theory prQvi~es 
no crear Inslght into the ~irection of the effect on the low
income population. The three rang'es 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 is higher at the current 
hours of work means that there is less need to work. Thus, 
theoretically, the effect of the BITe in the phase-in range 
is uncertain, although most empirical evidence indicates that 
greater returns to work at low income levels stimulate greater
work effort. 

A worker in the stationary range (income between $1,520 and 
$11, ___ ) fin~s that his net wage is unchange~, but that his 
income is higher by $1,3 (the maximum crMit), which rMuees 
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 $11. ___ and $22, ___), 
the worker has a lower net wage because of the 1 percent
phase-out rate}. However, his income is still higher beeause 
of the credit. Both of these changes provide incentives to 
reduce work effort. 

Ho er, there is also a fourth group: those wbo would not be 
rking in the absence of the credit.: For them, the EITC is 

simply a wage increase and their; work incentives are 
unambiquously positive. 

I 

since the EITC affects ~itf"r"nt groups differently, it is not 
clear what its impact is on labor supply: One empirical study 
(aoffman, 198 l of the EITC estimates that it re~uced the "labor 
supply of EITc recipients by just over 30 hours a year." Since 
there were about 9.2 million recipients in 1988, this translates 
into 276 million hours, or the equivalent of 138,000 full-time 
jobs. Further,-sinee the average-wage of-tbose r!~eiving the EITC 
was:::-s4. Jl an hour)1:lie reduce~ work effort ~ue to th......-cred1 t 
r~s~ltett-in-a~eauction of $1.2 billion in earnings. Since the 
EITC cost $5.5 billion in that year, its' net effect in raising 
incomes was $4.3' billion. (This estimates does not inclu~e the 



,, 
I, 

impact of the $5.5 billion cost of the 1EITC on the private 
economy ~) 

It is worth noting that although the E!TC may not raise the incomes ~ 
of all recipients by the full amount ot the credit, those rece-iVing~t/
the credit are unambiguously better off, since they have more ~ 
income 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 may reduce financial 
pressures that lead to family stress However, some families maya 

have incentives to split, since doing so would allow them to each 
claim the EITC (assuming both parents work and each has at least 
one child) and perhaps receive a larger total subsidy "",ount. 
While it is unlikely that there would be significant family effects 
of this sort, the example shows that it is not clear the direction 
these effects may be. 

Some argue that an expansion of the EIT<:! achieves the se.1Xle 
objective of a ~inimu. wage but does so directly and efficiently.
Even with the enacted minimum wage increase, they argue that an 
EITC expansion is still necessary to help larger families with low 
wage j ODS 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 well above poverty to 
receive fairly substantial benefits. The problem with restrictin9 
the bulk of the benefits to those below poverty is that the phase 
out rate then has to be very high. 

Perhaps the most convincing argument for an EITe expansion is that 
it raises the well-being of participating families without causing 
major reductions in their own self-support. Taxpayers generally 
support the subsidy because it rewarcis those who take steps to 
support thelnselves . However, as Gary Burt-less has noted t expanding 
SUbsidies like the EITC "will not save taxpayer dollars either in 
the short run or the long run." Thus I some argue that scarce 
Federal resources would be better spent by addressing the problems 
of the most disadVantaged and/or invested in initiatives that also 
lead to reductions in government spending (i.e., are cost-effective 
from a government-budget standpoint). 

Some have expressed concern that the current EITC does not provide 
qreater assistance to larger famil~~greater neeas. ~ey 
argue tliit1ncreasinq the credit rate -according 1:0 the nWllber of 
dependents would help protect larger families. others note that 
since the EITC is restricted to those with earnings and at least 
one dependent child, O~_ARout 21 percent of all poor householdS 
w,re_eliqibL~in 1986. TWenty-three perceht ha~ earn~~qs-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 I some recommend extending the EITC to 
childless families and individuals as well. 



DEVELOP CI!ARTS/TABLES SHOWING HOW THE EITC WOULD HAVE TO 
BE CHANGED TO LIFT FAMILIES WORKING FULL-TIME AT THE 
KINlMUM WAGE OU'l' OF POVERTY, SHOW NECESSARY PHASE-IN AND 
PHASE-DU'l' RATES, ESTlHATE COST 

X.sueas Should the EITC be increased to raise qross income or net 
income (i.e, less other taxes) to the poverty level? How can 
advance payments on a monthly basis be encouraged? Should welfare 
proqram income be counted as inoome for EITC purposes to improve
tarqeting and minimize the cost of the expansion? If EITC refunds 
are significant, how can employers make advance payments? 

The EITC is an earnings subsidy, it provides a payment based on 
the worker's annual earninqs. One concern expressed about earnings 
subsidies, such as the EITC, is that they do 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 payable). 
Most proposals geared at expanding the EITC Would provide 
incentives primarily to those with relatively low earnings. People 
Whose earnings are 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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BRUCB REm> t..\L 
IlAVID '1'. ELLWOOD "oJ (... 
MIIRY .10 BAHB ,~,O 
WORJ(INO GROUP CO-C1II.I:RS 

April 14, 1993/ Meeti1l9 of 'the working Group 

We ere happy to report that we Bra ready to begin work on 
President Cl.inton· s welfare reform agenda. As you know. the 
President has call.ed £or an end to wel.fare as we know it by 
giving peopla a re~l alternative to welfare and a genuine 
opportunity to regain control of their lives. 

We are writing to confirm your invitation to participate on the 
Working Group on Wel.fare RBform~ Family Support and tndependence. 
The f~rat meeting of the Working Group is schedul.ed to be hel.d 
Wednesday, April. 14, 1993~ at 4:00 p.m~ in Room 324 of the Old 
Executive OfftcG Bui1d1ng. 

Attached is en agenda for the meet1ng and a notebook that 
includes informat1on on the charge to the Working Groupz an 
initial adminiatrative plan. and a possibl~ schedule for Working 
Group activities. Also included are. some refe.rence materi.ul.s on 
welfare reform. 

We look forward to working with you to carry out the President's 
agenda. 

Attachments 

http:schedul.ed
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Working Group on Welfare 	Reform, Family Support and Independence 

April 14, 1993 

o Introductory Remarks 

o Welfare Reform Agenda - Visi'on 

o Working Group Plan 

o Schedule 

o Next Steps 
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,'. It Charge to the Working Group on Welfare Reform, Family Support and Independence 

The Working Group on Welfare Reform, Family Support 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 
opportunity and responsibility. It will emphasl7.e the need fOf low-income and disadvantaged 
people to have real control over their lives, to live in dignity, and to support and nurture 
their families. The plan will be based on the welfare reform agenda enunciated by the 
President which includes at Jeast four clements: 

o 	 Make work pa:y~ People who work should not be poor. They should not have to 
worry 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. 

() 	 Dramatically improve chUd support enforcemenL Both parents have a 
responsibility to suppon their child~ert. The system ought to ensure that children 
receive the suppon they deserve from absent parents. 

o 	 Provide the education, training, and support services' people need to get off and 
stay off welrare. People who want to get ahead and leave welfare ought to have 
access to the training and education to do so. Existing training programs need to Oe 
expanded, improved and bener coordinated. ' 

o 	 Create a time-limited, tram~itional support system foUowed by work~ With the 
first three steps in place, we can move to a truly transitional system where healthy 
and employable people move off welfare qUlckly and where those who can't find jobs 
are provided with them and expected to suppOrt their families. 

I 

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. ! 

'e 
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• Initial Administrative Plan 

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

Qrganization and Role 

The Working Group will be comprised generally of senior sub-cabinet kwel appointees 
representing appropriate domestic agencies. They will repon to the Domestic PoliCy 
Council (DPC) which will make final recommendations to the President. The Working 
Group will be coordinated by Bruce Reed, Mary lo Bane, and David Ellwood. Its role is to 
develop a plan, with options as appropriate. for consideration by the DPe. The members 
win 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 
about 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 tha, 
experts from the variOUs. departments will be called on as resources from time to time as 
necessary. The teams will be tasked to develop the information and data necessary for 
decisions to be made hy the Working Group. A preliminary list of issue groups js listed 
below. For most groups a preliminary list of issues is provided. These groups and their 
tasks will be revised as work proceeds . 

• 




• 	 Issue Groups 

I. Makin; Work Pay 

o Economic Incentives and Economic Support: BITe. Other Credits and Transfers 

2. Child Care and Other SuPPOrts 

o 	 Child Care 

o Medical Care, Transportation, Social ,Supports 

3. Child Support Enforcement and Insurance/Assurance / 

o Paternity Establishment 

o 	 Collecting Child Support: Central Registries, Informat,ion Reporting. Updating, 
Other Methods 

o Slate versus Federal Rolc, State Incentive Payments • 	
: 

o Child Suppon Insurance!Assurance 

4. Absent Parents 

o Incentives, Supports and Res.ponsibilities for Absent Pa'rents 

5. Welfare/Poverty/Dynamics. Transitional Assistance 

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

o 	 Employability Screening Mechanisms; Administration and Design Issues for Time~ 
Limits 

o Transitional Economic Support 

o 	 Service Delivery. Client Focus, and Quality Management 

•• 	
, 



6. Providing Education, Tf'airting :lnd SUPQOr1 

o Education and Training Strategies, JOBS, JTPA, Links to Educa!ion, etc. 

7. Post·Transitional Welfare and Work 

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

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

8. pjSlbility 

o Ongoing Support for Those Temporarily or Partially Unable to Work 

9. Cost Fstimatesi Analysis 

• 
o Cost Estimation 

o Financing 

Additional groups may be formed at some later date to examine such topics as the 
Interaction, Cons!stency 1 and Possible Consolidation of Multipl~ Transfer Programs and State 
Demonstrations and Waivers . 

• 




I. MAKING WQRK PAY 


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

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

o 	 Should application for the advance payment of the EITC be integrated into the 
provision of other services'] 

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

o 	 Should changes be made in the treatment of the EITC for transfer programs 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:expected under various reform 
options? 

, 
o 	 How can current child care programs expand to meet the expected demand? What 

are the associated costs? I 

o 	 Can child care be more effectively integrated 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? 

o 	 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? 

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

• 




• 3. CHILD SUPPORT ENFORCEMENT AND INSURANCFdASSURANCE 

Paternity E'biablishlllcnt 

o 	 What should the FederaltState roles be in paternity establishment? 

() 	 Should States establish paternity for all out-of-wedlocK births, regardless of welfare 
status? 

, 

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

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

State Versus 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 current 
Federal~State partnership be maint.:1.ined? Should the IRS have an increased role in 
collections? 

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

o 	 Should Hie current dual system of support enforcement be eliminated, so [hat an 
parents are provided equal services without regard to IV~D or AFDC status? 

o 	 Should there he an alternative funding and incentive payment structure for the Child 
Support Program? 

Collecting Child Support: Central Registries, Infonnation Reporting, Updating, Other 
Methods 

o 	 Should central. registries or central clearinghouses for child s.upport payments be used 
to monitor child support payments, so that the govemment can take a more active 
role in 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 periodic basis, so that child 
support awards are fair to both the parents and chjldre~? 

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

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

Child SUppOJt Insurance or Assurance 

I 
o 	 Who would be eligible? What would be the basis for determining eligibility? 

o 	 What would be the level and structure of the guarantee? 

o 	 What should be the program's administrative structure?, 

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

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

• 

• 




• 	 4. ABSENT PARENTS 

Incentives, Supports and Responsibilities for Absent Parents 

o 	 What incentives could be used to increase the payment of child support by absent 
fathers? 

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

, 
o 	 Should work requirements be imposed on absent parents who are not supporting 

their children? 

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

o 	 How could the payment of child support be integrated into other supports that are, 
or could be, provided 10 absent parents? 

• 

• 




• 5. WELFARE/POVERTY/DYNAMICS, TRANSITlQNAL ASSISTANCE 

Characteristics, Dynamics, ~ecds, Health Status and Abilities of Welfare Recipients; 
Single Parents, Two---Parent Families, Absent Parents, and Other Groups 

o 	 What are the characteristics of short. medium, and lon'g term welfare recipients. with 
respect to education. employment background. health, 'etc. "1 

o 	 What is the pattern of monthly welfare dynamics? What ponion of lhe caseload stays, 
on 	for 12 months, 24 months. 36 months, etc."! 

o 	 How common are frequent movements on and off welfare'! What causes these 
movements? 

o 	 What are the characteristics of intact two parent families'? 

o 	 What is the ability to pay of absent parents? What are their characteristics? 
I 

Employability Screening Mechanisms; Administration and Design Issues for Timc~Limits 

• o Who should be expected to work? What group, should be targeted? What groups 
would be exempt? Under what circumstances might individuals be eligible for an 
extension on time limits. e.g., to complete education. training, or other treatment 
gorus? < 

o 	 What do we know about successful client assessment and targeting strategies? 

, 
o 	 How should we treat those who are unable or unwilling to work? 

o 	 What sanctionslincentives should there be? 

o 	 How long should the time limit be? Should (here be a single 1ime~llmited policy? 
Should there be different strategies tailored to subgroups? Should returns to welfare 
be allowed and under what circumstances? 

Transitional Economic Support 

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

o 	 Should rules correspond to existing AFDC rules or be completely revised? For 

• instance, should increased earned income disregards and elimination of the 100~hour 
rule be part of a make work pay strategy? Should elimination of categorical 
requirements, such as the AFDC-UP attachment to work rule. be part of a 



• strengthening families agenda? Should increasing the asset limit and the equily value: 
of a vehicle be part of an agenda to encourage work and savings? , 

o 	 Should we consider a uniform minimum benefit? 

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

o 	 How should the program be implemented? \Vhat components could be implemenlcd 
nationally? How should the program be phasoo in? For what aspects would we warll 
to encourage State demonstrations? 

Service Delivery, Client Focus, and Quality Management 

o How can we ensure that recipients are treated with dighity and respect'! 

1 
o 	 What do we know about successful service delivery? How can the welfare system 

be organized to address the multiple needs of families? 

• 

o What management lessons can be applied to new or modified programs? 


. ' 
o 	 What are the appropnate performance measures for program workers'! 

o How can we ensure community involvement and accountability? 

• 




• 	 O. PROVIDING EDUCATION, TRAINING AND SUPPORT 

Education and Training Strategies, JOBS, JTPA, Links to ,Education, ctc# 

o 	 What education and training strategies have proved most effective in the past? Will 
employment aod training programs be much more effective if work really does pay'! 
Should programs be redesigned if it does? 

o 	 How should the Federal government measure and ensure that the appropriate level 
and mix of services are available to recipients on a timely basis? What can be 
done to ensure that States use all of their AFDe-JOBS fuods? 

o 	 How can publlc~private partnerships be developed and schools used to provide new 
opportunities for education and training to move people into jobs? 

o 	 What should be the participation requirements? Should participation in activities be 
mandatory or voluntary during the time set for transitional assistance? What other 
particip.:1.tion options should be allowed, such as volunteer work, private subsidized or 
unsubsidized employment or combinations? 

• o How can activities be structured to minimize the number of individuals who reach the 
time limit and are unable to sustain themselves indepen~ently: 

• 




• 	 7. I~ST·TRANSITIQNAL WELFARE AND WORK 

Work Strategies After Transitional Welrare 

o 	 How should the post~AFDC (or posHransitional aid) jobs program be stmctured? 
How much emphasis should be given to public jobs) community work experience 
programs (eWEP). and private jobs? What has been the experience with job 
programs in the past? 

o 	 How universal should these jobs be? For former welfare recipients onl y. or for otner 
poor as well? 

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

o 	 How should work hour obligations, if applicable, be determined? 

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

• 

• 




• 	 8. DlSAIIILlTY 

Ongoing Support ror lllOse Temporarily or Partially Unable To Work 

o 	 What kind of support should be provided to those who are partially disabled'/ 

o 	 How should those addicted to drugs or alcohol be helped? 

o 	 How should those people who are borderline retarded or borderline mentally ill be 
treated? Should there be special support provisions made for rhem'! 

o 	 Should those who are unable to secure employment because they are learning 
disabled. functionaliy illiterate or otberwise have subs.tantial barriers to 
employment, he treated under special rules or given special supports? 

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

• 

• 




• 	 9. CQST ESTIMATES/ANALYSIS 

Cost Estimation 

o 	 What are the costs of each of the major options? 

i 
o 	 How can we improve our ability to make cost estimati,ons? 

Financing 

o 	 How much in Federal funds is needed/available to implement the President's welfare . 	 ,
reform proposal? 

o 	 How can Federal matching rates be structured to maximize incentives for COst~ 
effective programs while maximizing incentives for Sttte commitment of expenditures 
for administration priorities? I 

o 	 Should funding be open-.ended or capped? 

• o How can priva.te sector resources be leveraged to provide services and employment 
opportunities? i 

o 	 How should changes in financing the proposal be ph~sed in'! 

• 
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