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® 1
OVERVIEW

QOur current systery seems at odds with the core values Americans share: work, family, opportunity,
responsibility. While we believe that work is central o the strength, independence and pride of
American families, the present reality is that people who go (0 work are often worse off than those on
welfare, Instead of giving people access 10 needud education, training and employment, the welfare
systemn is driven by numbingly complex eligibility rules, and staff resources are spant overwhelmingly
on ¢ligibility determination, henefit calculation and writing checks. The culture of welfare offices
seems Lo create an expeciation of dependence rather than independence. Noncusiodial parents often
provide little or no economic or social support o the children they pareated, and single-parent
families someatimes pet welfare benefits and other services that are unavailabie to egually poor two-
parent families. One wonders what messages this system sends to our children about the value of
hard work and the importance of personal and family responsibility. '

This welfare reform plan is designed to give peopie back the dignity and control that comes from
work and independence. It is about reinforcing the values of work, family, opportunity and
tesponsibility. The current system pays cash when people fack adequate means to provide for their
families. We propose a new vision aimed at helping people regain the means of supporting
themselves and #t holding people responsible for themselves and their families, The proposal
emphasizes that work is valued by making work pay. K signals that people should not have children
until they are réady to support them, It stresses that parems—both parems—have responsibilities to
support their children, It gives people access to the skills they need, but also expects work in return,
It limits cash assistance to two years and then tequires work, preferably in the private sector, but in
community service jobs if necessary. Most important, it requires changing the culture of welfare
offices, getting them out of the business of writing checks and into the business of finding people jobs
and giving them the skills and support to keep those jobs. '

Ultimately, this plan requires changing almost everything about the way in which we provide support
1o struggiing families. To achieve thig vigion, the plan has four main elements,

|

MAJOR ELEMENTS
Parental Responsibility

If we are going to end long-term welfare dependsacy, we must do everything we can to prevent
people from going onto welfare in the first place. Famifies and communities need o work together to
ensurs that real opportunities are available for young people, and they must teach young people that
men and women who parent children have responsibilities and should not become parents until they
are able to nurture and support their children. We also need to make it clear that both parents have
responsibilities © support their children, Our proposal calls for:
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A narional campaign against teen pregnancy, which sets clear goals of opportunity and
mpoasﬁ;iiiity for youth, and draws on all segments of society and government.

Respmsébfi}‘zfes of school-age families recelving assistance. 'Teen parents will be required to
finish school,
i

Learning from prevention approaches thar promote responstbitity.
Responsible family plinning. Expanded resources and support for family planning.

Requiring minor mothers to live a home, with their parenis or & responsible adult-not receive
a separate check for setting up a separate household.

State optioﬁ to limilt additional benefits for additional chlldren conceived by parents on
welfare,

End rules which discriminate against two-parent families, 'The 100-hour rule and quarters-of-
work rule which apply only to two-parent families would be repealed.

Universal paternity establishimens, preferably in the hospital, Strict penialties for women
secking AFDC who do not cooperate in identifying and finding the father. Serious financial
incentives 0 States that do not establish paternity once the mother has cooperated.

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

A narlonal regisery of child support awards and a notionol registry of new kires based on W-4
reporting so that delinquent poncustodial parents can be tracked quickly and easily across
State lines,

Regular updaring of awards.

New measures to penalize those who refuse to pay-from license suspeasion to IRS
enforcement,

A new program of required work and wrolning for men who owe child support and fall 1o pay.

Demonstrations of parenting and access progroms and child support assurance.,
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Support for Working Familles

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

Earned Income Tax Credit (EITC), The expanded EITC makes it possible for lew«wage workers to
support their families above poverty. Efforts will be made to help families receive the EITC on a

regular basis.

i
Health care reform, Too many people go on welfare and stay there because they ¢annot find work
that provides health coverage for their families. An essential part of moving people from welfare to
work i8 ensuring thgi warking persons get haalth protection.,

hil for the working poor,  In addition to ensuring child care for purticipants in the transitional
asszszazzce ;}ri}gram axx% fi}i“ those who transition off welfare, child care subsidies will be made
available o low-income working families who have sever baen on welfare but for whom assistance is
essential 1o enable them 10 remain in the workforee and off welfare,

Replacing Welfure with Transitional Assistance and Work

We do not need 8 welfare program built around writing welfare checks~we need a program buile
around helping peoplo get paychecks. We need to transform the culture of the welfare bureaucracy to
convey the message that everyone is expected to move toward work and independence. We eavision
a systemn whereby people would be asked to start on a track toward work and independence
immediately, with limited exemptions and extensions. Each adult would sign a personal responsibility
contract that spells out their obligations, as well as what the government will do in return. Qur
proposal calls for:

Full participation, Every able-bodied individual who receives cash support is expected to do
sanmhmg 1o help themselves and their community. The requirement applies o those who are
preparing themselves for work and to those who are curvently not ready to work, Those who are
unable o work due to disability or other reasons will be expectad to do something for themselves or
their community but will not be subject to time Himits until they are ready to engage in training,
oducation, job search or job placement,

A _reformed JOBS program, The focus of the welfare system must be changed from a system focused
on wrztmg checks and vanf‘ying circumstance o one geared toward helping people move rapidly o
work. The Family Support Act offered the first clear vision for converting welfare into & transitional
system, But the vision was not realized, in part due to insufficiemt resources. A reformed JOBS
program would include:

Personal Responsibility Contract. In order to receive assistance, people wili have to sign a

personal responsibility contract that spells out theic responsibilities and opportunities, and
develop an mployabllzty plan to move them into work as quickly as possible,
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Job Search First. Most recipients will go through supervised job search as the first step of
their employability plan. Anyone taking part in the JOBS program will be required to take 2
private sect?)r jab if offered,

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

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

i
Emphasis on worker support once g person {5 placed in a job, The most effective programs
do more th%n try to find someons a job, thoy offer help so that person can keep the job.

Time limits. Individuals who are able t0 work will be limited to two years of cash assistance, Most
people will be expected to enter employment well before the two years are up.  Mothers with infants,
people with disabilities that limit work, and those who care for a disabled ¢hild will be placed in a
JOBS-Prep program, and not be immediately subject to the time limit. Extensions would be granted
in 3 limited number of cases such as those who need to complete high school, or people who need
more time because of fanguage barriers.

A WORK program, Those peoples who are still unable to find work at the end of two years will be
required to work in 3 private sector, community service or public sector job, Instead of welfare,
States would be expected to provide jobs for those who have exheusted thelr time limit and cannot
find unsubsidized private sector work. Key elements of the WORK program include:

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

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

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

Non-displacing jobs. These jobs will be designed w avoid displacing existing workers,
Keeping s&zjys in the WORK program short. To discourage long-term stays in the WORK
program, the plan includes limits on the duration of any one placement, frequent job search
reqaitemwz;&, ne BITC for those in subsidized work slots, and a comprehensive reassessment
for people a!ﬁe: twa placements,

Special rules for places with high unemplayment, Places with very high unempioyment may
he granted special saxemptions and given added financial support.
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Diollgr cops wa the JOBS and WORK programs. To control costs, these programs will be
capped entitlerments, with fixed dollar amounts degigned © meet the projected caseload.

Reinventing Gﬁver{mneni Assistance

A major problem ‘svxt%z the current welfare system is it enormous complexity and inefficiency. It
congists of mui;ipfe progeams with different rules and requirements that are poerly coordinated and
confuse anmd ﬁ*uszmte recipients and caseworkers alike, Waste, fraud and abuse can more easily arise
iz such an environment,

|
The real work of eﬁmr&ging work and wspezzsihility will happen at the Stare and focal levels, The
Faderal government must be clearer about stating broad goals and give more flexibility over
implementation to Staws and localities. Our proposal calls for:

sordination, simplificat : od incentives in i rams, The administra-
nve and regulatory program mcturw of AFI)C an.d feod stamps will be redmgned to simplify and
coordinate rules and to encourage work, family formation and asset accumulation. Changes include:

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

Allow States to reward work. Cutrent law requires States to reduce benefits by $1 for each
$1 earned. ;The proposal would give States the flexibility to reward work.

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

il nd_redug qud, The plan calls for sigoificant expansions in the use of
technalogy :md tracklng systems e ensure accountability, efficiency and fraud reduction. Among the
advancements would be: :

]
A nationwide public assistance cfeariugkouse which tracks people whenever and wherever
they use welfars, Such a system is essential for keeping the clock in 2 time-limited welfare
systom. Persons will not be uble 10 escape their responsibilities by moving or by trying to
sollegt bmeiﬁts in two jurisdictions simultaneously.

State tracking systems which follow people in the JOBS and WORK programs. These systems
will ensure that people are getting access to what they deserve and that they are being held
accaunt&bfﬁ if they are failing to meset their obligations. Each State wiil be expected to
gevelop a trackmg systam which indicates whether people are receiving and participating in
the trainingiand placement services they are expected to.



The Impact of Reforms

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

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

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

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

t

| FY 1997 FY 1999 FY 2004

Projected ﬁdalt; Cases With Parent 1.43 millien 1.53 million 3.34 million
Born After 1971 Without Reform

Off welfare with Reform
{Health reformiafier 1999, EITC, .04 million 0% miilion .81 million §
Child Care, JOBS, WORK, etc.)

Program Participants 1,39 million L83 million 2.53 million
Working While on Weifare © L1112 million .17 million .21 million
JOBS Participants .74 miilion .89 million 92 million

WORK Participants .00 million .17 miflion 54 million

JOBS-Prep--disability/age limits work .24 million .31 million 44 million
JQOBS-Prep--severely disabled child .06 million .06 million 08 million
JIQBS-Prep--caring for child under one .24 million .25 million .35 million

Notes:

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

The hypothetical proposal assumes the policy will bz implemented in all States by Federal law by
October 1995, In addition, the estimates assume that for 20 percent of the caseload, States will
implement the policy by October 1955, This follows the pattern of State implementation under the
Family Support Act.



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

Under the plan, we will go from a situation where three-quarters of the persons are coliecting welfare
and doing nothing in returnpeither working oor in training~to a situation where three-quarters are
sither off welfare, working with a subsidy, or in time-limited training. Only those unable to work are
outside the time Houits, and even thess persons will have greater expectations and opporunities under

the proposed system, In addition, we expect the reform proposal to significantly increase paternity
establishment rates, fo increase child support payments and to lower child poverty.

TABLE 2

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

FY 2004 - Without Reforims

FY 2004 —~ With Health and

Welfare Reforms
Working with Subsidy; In 23% 74%
Mandatory Education, Training
or Piacement; or Off Welfare
with Reforms
Not Working; nor In mands. T1% 26%
tory Bducation, Training or
Placement
TOTAL 100% 100%

{
|
!
!
f

Transforming the social welfare system to oge focused on work and responsibility will not be easy.
There will be sethacks. We must guard against unrealistic expectations. A welfare system which
evolved over 50 years will not be ransformed overnight. We must admit that we do not have all the
answers. But we must not be deterred from making the bold and decisive actions needed o create a

system that reinforces basic values.
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: MAJOR POLICY ISSUES

The pian as described previously reflects tentative decisions on a number of relatively controversial
pa!icy issues. This section identifics the key decisions and discusses alternative approaches. These
issues can be considered in the context of two overriding questions:

. Does the plan succeed in “ending welfare & a way of 1ife?” Are the notions of "success® that
the plan assfum consistent with expactations for dramatic reform?

. Does the ;;Za:z achieve an appropriate balance between responsibility and opportunity,
and b@waeizz high expectations for parents and protection of children?

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

What Is Success?

An important challenge for the plan is to smbody a definition of success that reflects the severdd
dimensions of "ernding welfare as a way of life." It must also recognize the difficulty of the task, the
constrained capag.ity of the system to achiove It, and the neéed to protect vulnerable childeen and

. families.
t

The plan assumes that ssccess has several dimensions:

. Ending welfare as & way of life, by expecting everyone 1o work or prepare for work,
changing the culture of the welfare system from an emphasis on income maintenance
to an emphasis on work and the responsibilities of both parents, and imposing serious
time limits,

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

. Reducing the number of peaple who come onto welfare in the first place by making
work pay, discouraging teen pregnancy and births outside marriage, and enforcing the
obligations of both parents.

» Achieving some caseload and cost reductions over time after a reasonable period for
investiment :Emi implementation.

H

A key decision 1o be made about whether the plan fulfills its promise of transforming welfare has to
do with the scale and speed of implementation of the reformed welfare system. Should we seek 1o



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

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

A phase-in strategy could start with new applicants, with selected States, with families with older
children, or with young applicants and recipients. A focus on new applicants raises serious equity
concerns between people who came onto welfare very young and those who managed to stay off tor a
longer period of time, A State-by.State strategy raises serious capacity issues at the State level and
questions about whether we have achieved truly patiosal refoem, The primary arguments for a focus
on families with older children have {0 do with parental care of children and the cost of day care, but
such a focus raises'questions about whether the culture of welfare can be changed if families are on
welfare for several: years umil their children reach an age where the parents face time limits and
training. |

A focus on young families, which the plan recommends, recognizes that it is the younger generation
of actual and potential welfare recipients that are the source of greatesi concern, They are also the
group for which there i3 probabiy the greatest hope of making e profound change, and of sending the
message that welfare can no longer be & way of life. Under this approach, we would devote eaergy
amd new resources to ending welfare for the next generation, rather than spreading efforts so thin that
little real belp is provided to anyone,

Everyone agrees that independence from welfare should be the goal of the new system. But there
may be situations in which welfare benefits to supplement work are desicable. Two related issues
arise in thinking about work expectations, and aboui whether supplementary welfare benefits and
exemptions from the time Jimit should be provided for workers.

The first issue is under what conditions sumeone who i working can continue to receive
supplementary welfare benefits outside the constraint of the two year time limit. The isue arises
because even full-time work at the minimum wage leaves a family below the income eligibility level
for welfare in a few States. In about half the States, half-time work at the minimum wage feaves a

- family of three below the welfare eligibility levels. Larger families are eligible in more States, The
question iy whether the clock should stop for people working 20 or 30 hours, Proponents of allowing
part-time work 0 stop the clock argue that getting someone to work even part time is a big success :
and should be rewarded, Opponents argue that allowing AFDC to continue 3s a work supplement for
fong periods of time is counter to the basic philosophy of ending welfare dependency.

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

e . i o



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

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

The Balance of R&mmibiliﬁa and Protections

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

Key Decisions: Time Limits and Work Requi

1
i

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

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

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

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

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

3



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

The Workmg Group and Cabinet generally agreed that exemptions should be limited,

and that part1c1pat10n in some activities should be expected even of those who are

exempted. | They tentatively agreed that States should be permitted to exempt up to a

fixed percentage of the caseload for disabilities, care of a disabled child and other

serious bar|r1ers to work.

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

Zing exte EIVICe k. The WORK program
ot‘ submdlzed and eommumty serwce Jobs is dee:gned to be a short term supplement to unsubsidized
work in the prlvate sector, not a replacement for it. A number of steps, which are incorporated into
the current plan, can be taken to ensure this:

Submdlzed _]Ob shots would last for no more that a year, after which the person would
again be expected to look for unsubsidized work.

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

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

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

There is general agreement that a serious reassessment should be done of everyone who
comes to the end of one or two job placements without having found private sector work.
Those found at that point to be unable to work would be returned to deferred status with full
benefits. Those found to be able to work and unwilling to take an unsubsidized job would
have ass:stance terminated. In situations where jobs were not available for people who
conscnent:ously played by the rules and tried to find work, assistance would be continued
through an|other job slot, a workfare assignment, or training linked with work.,
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A second issue arises around whether the BITC should be available to WORK program participants,
There was general agreement thet denying the EITC 1o participants in subsidized jobs would provide a
powerful incentive to move into unsubsidized work, Some expressed concern about the administrative
feasibility of this recommendation, and about its equity implications for workers doing similar jobs.

netions 2 gtections. If the welfare reform plan is to be sericus about ending welfare a5 2 way
of life and abouz changmg the basic values and culture of the welfare system, it must embody gerious
consequences for recipients who do not meet the requirements. The plan basically continues current
law sanctions for non-participation in the JOBS program, which remove the adult from the grant for
increasing periods of time for each sanction. I adds a severa sanction~benefit terminationfor
refusal to accept a private sector job, After the tirae Hmit, non-participation in the WORK program
carries the same sanction as for ordinary workers: wages are nof paid for hours not worked. Notice
and hearings protections are continued. In addition, the State must keep its end of the bargain:
services must be provided.

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

In the area of parental responsibility and prevention, the plan attempts to balance responsibility and
opportunity for both mothers and fathers. Rather than simply focusing on the work obligations of
custodial parents, it proposes a strengthened approach to child support enforcement that makes clear
to fathers as well as mothers that parenthood brings with it clear obligations, and that these
obligations will be enforced with serious and predictable consequences. To complement its emphasis

" on child support obligations, it proposes a set of demonstrations focused on work opportunities and
expectations for noncustodial pareats. It also proposes a set of requirements on and services for
minor and school-age parents, and a comprehensive approach to teen pregnancy prevention. Finally,
it proposes to extend eligibility for benefits to two-parent families, to remove the current bias in the
system toward one-parent families.

A number of the key policy decisions have to do with the relative priority to be given to various
spending proposals; the section on costs and financing outlines the tradeoffs. In addition, there are
three other decisions that have philosophical a8 well as cost implications; the size and scope of child
support assutance demonsirations; the living-at-home requirement; and the family cap option, '

1 - nsirations. The proposed child suppont assurance demonstrations are
contmvermai mt oniy b&ans& ef eesz, bzzt also because of the idea itself. Child support assurance
speaks to the circumstance when little or no money is collected from the noncastodial parent, either
because the system is ineffective or because the absent parent has very low earnings. Child support
assurance guarantees that single parents with a child support award in place could count on a
minimum level of support which they could use to supplement their earnings, Some see child support
enforcement and assurance as a ceucial way to “make work pay” and to sase the transition from

'i 5
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welfare to work for single parents. Opponents see it as close to simply being welfare by another
name, that might also provide an incentive for fathers to sacape their obligations.

Living-at-home reguirements. The plan proposes (0 require minor mothers to live at home or with 3
responsible adult. Though there is general agresment thal very young mothers need care and
supervision from adults, there are some questions about whether we can ensure adequate protections
for minors in abusive or otherwise unsuitable homes,

Family cap option. The plan also proposes an option for States to adopt "family caps” that limit
benefit increases when additional children are conceived by parents already on AFDC. Proponents of
family caps, some of whom believe they should be a requirement and not just a State option, argue
that they reinforce 2 message of parental responsibility and help achieve equity between welfare
recipienis and working families, who do not receive a pay raise for additional children. Opponents of
family caps argue that there is no evidence that they deter births, and that they deny benefits to needy
children. In addition, opponents argue that the average value of the benefit increase is not much
greater than the value of the tax deduction and the EITC increase for a working family that has an
additional child,
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PRELIMINARY WELFARE REFORM PROPOSAL

A NEW VISION

Cur current system seems at odds with the core values Americans share: work, family, opportunity,
responsibility. While we believe that work is central o the strength, independence and pride of
American families, the present reality is that people who go 1o work are often worse off than those on
welfare, Instead of giving people access to nesded education, training and employment, the welfare
system is driven by numbingly complex eligibility rules, and staff resources are spent overwhelmingly
on eligibility determination, benefit calculation and writing checks. The culture of welfare offices
seems 10 create an expectation of dependence rather than indepsndence. Noncustodial parents often
provide little or no sconomic or social support 0 the children they parented, and single-parent
families sometimes get welfare benefits and other services that are unavailable to equally poor two-
parent families, One wonders what messages this system sends (0 our children about the value of
hard work and the importance of personal and family responsibility.

This welfare refcrm plan is designed to give people back the dignity and control that comes from
work and independence. It is about reinforcing the values of work, family, opportuaity and
responsibility. The current system pays cash when psople lack adeguate means (o provide for their
families, We propose a new vision simed at helping people regain the means of supporting
themselves and at holding people responsible for themselves and thelr families. The proposal
smphasizes that work is valued by making work pay, It signals that people shouild not have children
until they are ready to support them, Tt stresses that parenis—both parents—have responsibilities to
support their children, R gives poople access 1o the skills they nead, but also expects work in return,
1t Himits cash assistance fo two years and then requires work, preferably in the private sector, but in
community service jobs if nscessary. Most important, it requires changing the culture of welfare
offices, getting them out of the business of writing checks and into the business of finding people jobs
and giving them the skills and support to keep those jobs.

Ultimately, this plan requires changing alrmost everything sbout the way in which we provide sepport
to struggling families. To achieve this vision, the plan has four main slements.

MAJOR ELEMENTS
Paceatal Responsibility

I we are going to end long-term welfare dependency, we must do everything we can to prevent
pecple from going onto welfarg in the first place. Families and comvuaities need to work together to
ensare that real opportunitiss are available for young people, and they must teach young people that
men and women,who parent children have responsibilities and should not become parents untif they
are able to nurture and support their children. We also need to make it clear that both parents have
responsibilities to support their children. Our proposal calls for:
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Prevention,

A m:iou;ﬁ campaign against teen pregnancy, which gets clear goals of opportunity and
responsibility for youth, and draws on all segments of society and government.

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

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

Requiring minor mothers to live ar home, with their parents or 3 responsible aduit—not receive
a separate check for setting up 4 separate household,

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

End mfeg which discriminate against two-parent fomilies, The 100-hour rule and quarters-of-
work rule which apply only 1o two-parent families would be repealad,

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

i
Cenrral child support regisiries in every State, to track payments and take prompt action when
money isn’t paid,

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

Regular updating of awards.

New measures (0 penalize those who refuse 10 pay—from loense suspension 1o IRS
enforcement,

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

Demonstrations of parenting and access programs and child support assurance.



Support far Werking Families

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

Ing Jedit {EITC). The expanded EITC makes it possible for low-wage workers to
support thezr farmim a‘txwe poveny Efforts will be made to help families recgive the ElTC on a
regular basis,

Mmm Too many people go on welfare and stay there becanse they cannot find work
that provides health coverage for their families, An essential part of moving people from welfare to
work is ensuring that working persons get health protection,

Child care for the working poor. In addition o ensuring child care for participants in the transitional
assistance program and for those who transition off welfare, child care subsidies will be made

available to low-income werking families who have never been on welfare but for whom assistance is
essential to enable them to remain in the workforce and off welfare,

Replacing Welfare with Transitional Assistance and Work

We do not need a welfare program buill around writing welfare checks—we need a program built
around helping people get paychecks. We need © transform the culture of the welfare bureaucracy to
convey the message that everyone is expected to move toward work and independence, We envision
a system whereby people would be asked o start on 3 track toward work and independence
immediately, with limited exemptions and extensions. Each adult would =igo a personal responsibility
contract that speils out their obligations, as well ay what the government will do in return. Qur
proposal calls for:

Full participgtion, Every able-bodied individual who receives cash support is expected to do
something to help themselves and their community. The requirement applies to those who are
preparing themselves for work and to those who are currently not ready to work, Those who are
unable to work due to disability or other reasons will be expectad 0 do something for themselves or
their community but will not be subject to time limits until they are ready to engage in training,
education, job search or job placement.

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

Personal Responsibility Contract. In order 1o receive assistance, people will have (o sign a
personal responsibility contract that spells out their responsibilities and opportunities, and
develop an employability plan to move them into work as guickly as possible,
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Job Seam‘: First, Most recipients will g0 through supervised job search as the first step of
thelr am;ziayabzmy plan. Anyone taking part in the JOBS program will be required to take a
private sector job if offered.

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

I
Inregra:h'm with malnstream education and tratning programs. We should not have g separate
system for welfare recipients; it ought 1o be integrated with new and existing programs in the
cemunity,

i
Emp}u&xi: on worker support once @ person is placed in a job. The most effective programs
do mote than try to find someone 2 job, they offer help so that person can keep the job.

Time limits, Indiviziuais who are able to work will be limited to two years of cash assistance, Most
people will be expectxi 10 eater amployment well before the two years are up. Mothers with infants,
people with dizabilities that limit work, and those who care for a disabled child will be placed in 5
JOBS-Prep program, and not be immediately subject to the time limit. Extensions would be granted
in a limited number of cases such as those who need to complete kigh school, or people who need
more time hecau?e of language barviers.

ugggm Those people who are still unable to find work at the end of two years will be
required to work in a private sector, community service or public sector job. Instead of welfare,
States would be gxpected to provide jobs for those who have exhausted their time Iimit and cannot
find unsubsidizad private sector work. Key elements of the WORK program include:

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

Flexible, community-based program. States would be abie to use money which would have
bean spent on welfare and an additional amount for administration o place pe-apie instead in
subsidized private jobs, with local community organizations, or in public service employment,
The pmgram will have close links to the flocal community,

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

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

Keeping stays in the WORK program short. To discourage long-term stays in the WORK
program, the plan includes limits on the duration of any one placement, frequent job search
requirements, na EITC for those in subsidized work slots, and a comprehensive reassessment
for people after two placements,

Special rules for places with high unemploymens, Places with very bigh unemployment may
be granted special exemptions and given added financial suppon,



Dollar caps on the JOBS and WORK programs. To control costs, these programs will be
capped efttit.iemems, with fixed doliar amounts designad to meet the proiested caseload,

Reinventing Government Assistance

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

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

oordination, simplif g i i ives in in grams, The administra-
tzv& azxi tagzziatary pregfm swmres ef ﬁFDC and food sta.mps wﬂl be redwgned to simplify and
coordinate rules and to encourage work, family formation and asset accumulation. Changes include;

I
Allow famiiies to own o relisble automobile. Cutrent rules prevent those on AFDC from
owning a car with an equity value of more than $1,500. That will be changed to §4,500 for
both AFDC and Food Stamps,

Allow States 1o reward work. Cureent law requires States © reduce benefits by $1 for each
$1 earned. The proposal would give States the flexibility o reward work.

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

A performance-ba stent, In addition to incentives for clients, incentives will be designed 1o
brmg about change in the culture of welfare offices with an smphasis on work and performance.

iti i & fraud. The plan calls for sigaificant expansions in the use of
technology and t,cackmg systams 1o ensure accourtability, efficiency and fraud reduction. Among the
advancements wquld be:

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

they use welfare. Such a system i3 essential for keeping the clock in a time-limited welfare
system. Persons will not be able t escape their responsibilities by moving or by trying to

sollect benefits in two jurisdictions simultaneously,

State tracking sysiems which follow peopie in the JOBS and WORK programs. These systems
will ensure that people are getting access to what they deserve and that they are being held
accountable if they are failing o mest their obligations. Each State will be expected o
develop a tracking system which indicstes whether people are receiving and participating in
the training and placement services they are expected 0.



The Impact of iieforms

Making all these changes overnight would severely strain the ability of Federat and State governments
0 implement the new system, We recommend phasing in the plan by starting with young people, 1o
send g clear message that we are ending welfare for the next generation, The attached tables are
based on starting with the youngest third of the projected caseload--persons born after 1971, who will
be age 25 and under in 1996 when the new system i implemented.

Starting with that cohort of people, the system will be wransformed. Anyone bom after 1971 who is
on welfare today, and anyone bormn after 1971 who eaters it subsequently, will face new opportunities
and responsibilities. By the year 2004, this group will represent ovar 60 parcent of the projected
caseload, as older cohoerts leave and new persons born after 1971 enter. Sm% wanting to move
faster would have the option of doing so.

Table 1 indicates the number of persons in various parts of the program by year, assuming this
phase-in, Note that because the States will need up to two years to pass legislation and implement
their systems, the program would pot begin fully until fate 1996, Thus, FY 1997 is the first full year
of implementation. The initial JOBS program staris up rapidly and grows somewhat over time as
more and more people are phased in. The WORK program grows over time starting with roughly
170,000 jobs in the first year when people begin 1o hit the limit (FY 1999, rising to roughly 540,000
by FY 2004.



I . TABLE 1
|

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

FY 1997 FY 1999 FY 2004

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

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

Program Participants 1.39 million 1.85 million 2.53 million
Working While on Welfare .12 million .17 million .21 million

JOBS Participants .74 million .89 million .92 million

WORK Participants .00 million .17 million .54 million

JOBS-Prep——élisability!age limits work .24 million .31 million .44 million
JOBS-Prep—severely disabled child .06 million .06 million .08 million

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

Notes:

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

The hypothetical proposal assumes the policy will be implemented in alt States by Federal law by
October 1996. In addition, the estimates assume that for 20 percent of the caseload, States will
implement the policy by October 1995. This follows the pattern of State implementation under the
Family Support Act.
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Tabie 2 shows the impact of these changes for the phased-in caseload over the next 10 years,
compared with what we project would be the caseload without welfare reform and health reform,

Under the plan, we will go from a situation where three-quarters of the persons are collecting welfare
and doing nothing in retucn—neither working nor in training—to a situation where three-quarters are
either off welfare, working with a subsidy, or in time-limited training. Only those unable to work are -
putsida the time limits, and even these persons will have greater expectations and opportunities under
the proposed system. In addition, we expect the reform proposal to significantly increase paternity

establishment rates, to increase child support payments and to lower child poverty.
|

F TABLE 2

Projected Welfare and Work Status for Persons Born after 1971
Who Would Have Been on Wellare Without Reforms
FY 2004 — Without Reforms FY 2004 — With Health and
Welfare Reforms
Working with Subsidy; In 23% 74%
Mandatory Education, Trainiag
or Placement; or Off Welfare
with Reforms
Not Working; aor In manda- 7% 26%
tory Education, Training or
Placement
TOTAL 160% 100%
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Transforming the social welfare system to one focused on work and responsibility will not be easy.
There will bo setbacks. We must guard against unrealigtic expectations, A welfare system which
evolved over 50 years will not be transformed overnight. We must admit that we do not have all the
answers. But we must not be deterred from making the bold and decisive actions negded to create a
systers that reinfoross hasio values,

ke
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} PREVENTING TEEN PREGNANCY
. AND PROMOTING PARENTAL RESPONSIBILITY

Poverty, especially Jong-term poverty, and welfare dependency are often associated with growing up
in 3 one-parent family, Although most single parents do 2 heroic job of raising their children, the
fact remains that welfare dependency could be significantly reduced if more young people delayed
childbearing until both parents were ready to assume the responsibility of raising children, Cases
headed by unwed mothers accounted for about four-fifths of the growth of 1.1 million in the welfare
rolls over the past ten years, from 3.86 million families in 1983 10 4,97 million families in 1993,
Beginning in 1990, the cate of children on AFDC born to never-married mothers accelerated
dramatically, !

Teenage pregnancy is a particularly troubling aspect of this probiem. Teenage birth rates have been
rising since 1986 because the trend toward earlier sexual activity bas resulted in more pregnancies.
According to the Annie E, Casey Foundation, almost 80 percent of the childeen of teenagers who had
that child hefore they graduated from high school and married live in poverty. In contrast, [ess than
8 percent of the children of young people who defecred childbearing until they graduated from high
school, were twenty years old, and married are living in poverty, Teenage childbearing often leads to
school drop-out, which results in the failure to acquire the education and skills that are neaded for
success in the labor market. The majority of these teenagers end up on welfare, and according to the
Center for Population Options the cost to taxpayers is about $34 billion fo assist such families begun
by a teenager.

Both parents bear responsibility for providing emotional and moral guidance, as well a5 economic

. support to their children. Teenagers who bring children into the world are not yet equipped 10
discharge this fundamental obligation. If we wish t reform welfare and put children first, we must
find effective ways of discouraging pregnancy by young people who cannot provide this essential
support, We must send a clear and unambiguous signal-one should not become a parest until you
are able to provide for and nurture the child,

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

The system sends unmistakable signals: all too often noncustadial parents are sot held responsibie for
the children they bring into the world, Less than half of all custodial parests receive any ¢hild
support, and only about one third of single mothers (mothers who are divorced, separated, or never
married as opposed to remarried) receive any child support. Among never-married mothers, only 18
percent receive any support. The average amount paid i35 just over $2,000 for those due support,
Further, paternity is currently being established in only one third of cases where 4 child is born out of
wediock. i
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The child support problem is principally threefold, First, for many childeen born out of wedlock, a
child support order is never established, Roughly 57 percent of the potential collection gap of $34
billion can be traced 1o cases whers no award i in place. This is largely due 10 the fajlure to
establish paternity for childrea born out of wediock, Second, when awanrds are established, they are
often too low, are not adjusted for inflation, and are not sufficiently correlated o the earnings of the
noncustodial parent, Fully 22 percent of the potential gap can be traced to awards that were either 58t
very low initially or never adjusted as incomes changed. Third, of awards that are established, the
full amount of child support is not paid in half the cases. Thus the remaining 21 percent of the
potential collection gap is due to failure 10 collect full awards in place.

For children to achieve real economic security and to avoid the need for welfare, they ultimately need
support from both parents, Under the present system, the newxls, concerns and responsibilities of
noncustodial parents are often ignored. The system noeds to focus more attention on this population
and send the message that "fathers marter™, We ought to encourage noncustodial parents to remain
involved in their children’s lives~not drive them further away. The well-being of children who live
oaly with one parent would be eshanced if emotional and financial support were provided by both of
their parents, | '

The ethic of pare:iztal responsibility is fundamental. No one should bring a child into the world until
he or she is prepared to support and nurture that child, We need to implement approaches that both
require parental responsibility and help individuals to exercise . To this end, we propose & multi-
part strategy, We propoese a number of changes o the welfare and child support enforcement systems
o promote two-paremt families and 10 encourage parental responsibility. Next, we seek to send a
clear message of responsibility and opportunities and to engage other public and private sector leaders
and institations in this effort, We need to encourage regponsible family planning, Government has 3
role to play, but the massive changes in family 1ife that have occurrad over the past few decades
cannot be deait with by government alone. We must a0t only emphasize responsibility; we must
break the cycle of poverty and provide a more hopeful future to our communities.

|
We nexd a welfaxie reform strategy that goes beyond trying to move those already on welfare into
employment or some work preparation activity, The best way 1o end welfare dependency &5 ©
eliminate the nead for welfare in the first place. Our proposal to promote parental responsibility and
prevent adolescent pregnancy has two major components:

PROPOSAL

Prevention and Reducing Teen Pregnancy
«  National mobilization for youth opportunity and responsibility

» Responsibilities of school-age parents receiving cash assistance

. Encouragaments for responsible family
planning

g Learning from prevention appeoaches that promote responsibility
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Chlld Suppert E;n{erwnmt
%
. E;szabiish awards in every case

. E;nsure fair sward levels
i

* Q&lteﬁ awards that are owed
» Child support enforcement wnd assurance
demonstrations

. Efnhanced responsibility and opportunity for
npncustodial parents

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

¥t is critical that we help all youth understand the rewards of staying in school, playing by the rules,
and deferring childbearing until they are married, able to support themselves and nurture their
offspring. The President will lead 3 National Mobilization for Youth Opportunity and Responsibility
utiiizing broad-based private support. This will bring wogether the broader themes of economic
opportunity and personal responsibility 10 every family in every community. It will include a
persuasive media campaign a8 well a5 a series of dramatic Presidential events.

istablish Indivic ’ Goals. Establish 2 not-for-profit, non-partisan entity-the
Partnership for Yeuth Opperwmty az:zci Respounsibility—to establish national goals and 1o assume
responsibility for a national, State, and local mobilization ia the mediza, schools, churches,
communities, and homes. The goals established would focus on measurable aspects of the broader
opportunity and responsibility message for teen pregnancy prevention, such as graduate from high
schoot; defer pregnancy until finished with high school, married, and working; go to eollege or work;
and ac:capt respongibility for the support of your chtldren

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

: y iddle a i h F i oils.  Provide challenge
graats to appwmmmeiy ii)ﬁ() zzzzééia ané isagh schmis iowed in hzgh pwerty areas to develop a
national network of school-linked, community-based teen resource and responsibility centers and
establish "Be ths BEST (Building Essential Skills for Tomorrow} You Can Be Partnerships for
Disadvantaged Youth.” First, the centers would focus on teen pregnancy prevention by funding
family planning, including abstinence education, and other activities 1o dovelop mutual respect of
peers of the opposite sex and parenting skills.
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Second, “Be the BEST {Building Essential Skills for Tomorrow) You Can Be Partnerships for
Disadvantaged Youth” would provide federal "glue” money to form long-term, institutional partner-
ships between these targeted schools and broad-based consortia of employers, community-based
arganizations, churches, colleges and universities. 1t would to encourage the development of targetsd
schools as broader community centers; establish long-term mentoring, tutoring, coaching and other
youth-aduit relationships; provide education, training and support to youth to take responsibility for
their own lives; and provide information about educational, training, entrepreneurial and werk
oppormnities.

These challenge grants can be used to leverage meaningful partnerships for targeted schools and
cominunity consortia across the country. In alt of these targeted efforts, clder teens and young adults
who are succeeding in school, on the job or in business can be major partieipants and important role
models for their younger peers.

|

Responsibilities of School-Age Parenis Recelving Cash Assistance

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

A&QM&L&L&- We propose requiring that minor parents lve in 3 household with a
responsible adult; preferably 3 paront (with certain exceptions, such a3 when the minoe parent is
married or if there is a danger of abuse to the minor parent). Current AFDC rufes permit minor
mothers to be “adult caretakers” of their own children. We believe that having a child does not
change the fact that minor mothers need nurturing and supervision themselves, and they would be
considered cizz‘iém-mt as heads of housshold. Under current law, States do have the option of
requiring minor mothers to reside in their parents’ household (with certain exceptions), but only five
have included this in their State plans.  This proposal would make that option a requivement for all

old hers. We propose to aliow States to utilize older welfare mothers to
mﬁor awzsk scizmi«age parents as pa.rt of thelr community service assignment. This model could
be especially effec:tzve in reaching younger recipients because of the credibility, relevance and
personal experience of older welfare recipients who were once teen mothers themselves, Tralning
amd support would be offered to the most promising candidates for mentoring.

I@mﬁm&g@m We would ensure that every school-age parent or pregnant teenager
who is on or applies for welfare enrolls in the JOBS program, continues their education, and is put on -

a track to self-sufficiency. Every school-age parent (male or female, case head or not} would be
required to participate in JOBS from the moment the pregnancy or paternity is established, All JOBS
rules pertaining to personal responsibility contracts, employability plans, and participation would
apply to teen parents. We propose to require case management and special services, including family
planning counseling, for thess teens.

¢ QULons (o1 L ; We propose to gzve States the option o use monetary
xncentxves eomhmed mﬁl sancnens as inducements to remain in school or GED olass, They may also
use incentives and sanctions 1o encourage participation in appropriate parenting activities,
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Encouragements for Responsible Family Planning

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

2ased ing f ily planni viges itle X. Responsible family planning requires
that fazmiy pia:mmg smxces be avziiabie fcr ﬁmse wim need them. A request for increased funding
for Title X was included in the FY 1995 budget submission.
Pamily Caps, wc would give States the option fo limit benefit increases when additional children are
conceived by parents already ont AFDC, i thie State ensures that parents have access 1o family
planning services, Non-welfare working families do not receive a pay raise when they have an
additional child, gven though the tax deduction and the EITC may increase. However, families on
welfare receive additional support because their AFDC benefits increase automatically to include the
needs of an additional ¢hild,

Some States have requested waivers to implement this policy, arguing that they would reinforce
parental responsibility by keeping AFDC (but not food stamps) benefits constant when a child is
conceived while the parent is on welfare. The message of responsibility would be further
strengthencd by permitting the family fo earn more or receive more in child support without penalty
as a substitute forthe automatic AFDC benefit increase under current law, Others argue that there is
no evidence that they deter births, and that they deny benefits 1o needy children, The value of the
benefit increase could be viewed as similar to the value of the tax deductions and EITC increase for a
working fandly that has an additional child, (The tax deduction and EITC increase for the second
child is worth $1,241 at the $20,000 income level; the tax deduction is worth $686 at $60,000.
AFDC benefits increase $684 per year for the second child in the median State; including food stamps
increases henefits by $1,584.)

Learning from Pl‘evention Approsches that Promote Responsibility

Changing the welfare system by itself is insufficient a5 a prevention strategy. For the most part, the
disturbing social trends that lead to welfare dependency are not cansed by the weifare system but
reflect a larger shift in societal mores and values. Teen pregnancy appears to be part of a more
general pattern of high-risk behavior among youth,

The Adminigtration is developing several initiatives that aim to improve the opportunities available to
young people and w provide zlternatives to high-risk behavior. The School-to-Work initiative, for
example, would ;;z{zvzﬁa opportunities for young people to combine school with work experience and
on-the-job training, as a way of easing the wansition into the workplace, The Administration’s crime
bhill focuses additional resources on crime prevention, especially ot youth in disadvantaged neighbor-
hoods. Initistives like these are simed at raising aspirations among young people who might
otherwise become l'paranzs too early.

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

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

Rationale

We belisve that very clear and consistent messages about parenthood, and the ensuing responsibilities
which will be enforced, hold the best chance of encouraging young people to think about the
consequences of their actions and defer parenthood. A boy who sees his brother required to pay 17
percent of his income in child support for 18 years may think twice sbout becoming 2 father. A gid
who knows that young motherhood will not relieve her of obligations to live at home and go to school
may prefer other choices.

1
The current welfare systern sends very different messages, often letting fathers off the hook and
expecting linle from mothers. We hope and expect that a reformed system that strongly reinforces
the responsibilities of both parents will help prevent too-early parenthood and assist parents with
becoming self-sufficient.

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

% CHILD SUPPORT ENFORCEMENT

Establish Amd’a in Every Case

) agh. Outreach efforts would be conducted at the State and Feders! levels fo promote
the Impmtance of pabermty establishment both as 3 parental responsibility and as a right of the child
to know both pareats. States would be offered new performance based incentives for al paternities

14



{
3
i
H

established, w?méhar or not the mother is currently on welfare, Voluntary acknowledgement
procedures would be expanded and simplifiad.

i

. The responsibility to establish paternity for cut-of-wedlock births would be

clea:ly defined. ]Mothers will be required to cooperate in establishing paternity prior 1o receipt of
welfare. A new stricter coaperation requirement will require the mother to provide both the name of
the father amd information sufficient o verify the identity of the person named. Good cause
exceptions would be grarted under only very limited circumstances. In turn, the States will have 4
clear responsibility to establish paternity when the mother has fully cooperated. We propose that the
States he held fully responsible for the cost of benefits paid to mothers who have cooperated fully but
for whom paternity has not been established within a strictly defined time frame.

g o the ty Estat rocess. The legal process for establishing paternity in
contested patemrty cases w:ii be streamiwed ¢ that States can establish paternities more quickly and
efficiently.

Rationale

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

i

|
The proposal includes two important steps to forther this effort. One is to reward States for paternity
establishment in all cases, regardiess of welfare status, through performance based incentives, In
order 1o do so, we will implement a paternity measucs that is based on the number of paternities
established for gll cases where children are born 10 an unmarried mother. Second, outreach and
public education programs aimed at voluntary paternity establishment will he greatly expanded in
order to hegin changing the attitude of young fathers and mothers. Parenting a child must be seen as
an inportant responsibility that has real consequences. For young fathers, this means that pareaztmg 2
child will bave real financial conseguences for the support of that child.

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

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

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

the mother says that she doesa’t know who the father is or "1 think the father is John Doe. I think he
moved to Chicagoe”, it ig difficult t assess whether or not she s telling the truth,

5



The responsibility for paternity establishment should be made clearer for both the parents and the
agencies. In order 1o do so, we intend to hold mothers @ a stricter standard of cooperation which
requires that the mother provide a name and other verifiable Information that could be used © Tocate
the father. The process for determining cooperation will also be changed. "Cooperation” will be
determined by the child support worker, rather than the welfare caseworker, through an expedited
process that makes a determination of cooperation before an applicant is allowsd to receive welfars

H

benefifs, |

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

Finally, if we are going to expect Stazes 10 establish paternity in more cases, they need to have the
necessary tools — in the form of streamlined legal processes — that are used by the most successful
States. Scientific testing for paternity has now become extremely accurate, yet the legal process in
many States fails 1o take full advantage of this scientific advancement. We belisve agencies ought to
be able to order paternity tests and process routing cases without having 1o resort to the courts at each
step in the process.

Euasure Fair &mé Levels
idelines Commission. A National Guidelines Commission will be established to study and

repnra w Con on the adequacy of award levels, the variability of award levels, and the desirabil-
ity of national guidelines.

Ipdatin Awards. Universal, periodic updating of awards will be required so that all awards
closely reflect the current ability of the noncustodial parent 1 pay support. States nesd to establish
simplified admmistratwe, as opposed to legal, procedures to update the awards,

Child Support Dis ign. Rules governing the distribution child support payments will be changed

so that they szxengm:w
families and assist families making the transition from welfare

1o work.

Much of the gap between what is currently paid in child support in this country and what could
potentially be collected can be traced to awards that were cither set very low initially or are never
adjusted as incomes change. All States are required © have guidelines for setting award levels, but
they vary considerably, There is also disagreement about the adequacy of the existing guideline
award levels. Thig i an area that clearly needs more study. Under the proposal, 2 National
Guidelines Commission will be gstablished to make recommendations to the Administration and
Congress.

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

set but rather the failure to update awards as the circumstances of the parties change. The
noncustodial parent’s income typically incroases after the award is set, while inflation reduces the
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value of awards. ; Updating would typically increase awards aver time. There are also advantages to
updating for the noncustodial parent who loses his job or experiences a legitimate drop in earnings.
Their awards should also be adjusted so that they do nol face an accumulation of arrcarages that they
cannot pay. This would Jead to fower enforcement problems because fower poople will e in arrears
andt it will increase the fairness and integrity of the system.

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

Finally, present distribution rules often make it difficult to leave welfare because arrears payments
first go t cover State costs before being available to the family. Changing the distribution and
payment rules 5o that pre- and post-AFDC arrears will go to the family first if the family has lef}
AFDC will assist people in making a successful transition from welfare to work. 'The other proposed
change in this area will encourage family unification by allowing families who usite or reunite in
marciage to have any child support arrearages owed to the State forgiven under certain clircumstances,

Collect Awards that are Owed

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

ars ement. A Federgl Child Support Enforcement Cicarmg}mﬁsa will be established to
irack parents 8CrOss Stzte lines and W improve collections in interstate cases. The Clearinghouse will
include a National Directory of New Hires so that wage withholding could be instituted in appropriate
cases from the first paycheck. The adoption of the Uniform Interstate Family Suppont Aot (UIFSA)

and other measures will be required to make procedures in interstate cases more routine. In addition, -

the IRS role in full collections and tax refund offsets will be strengthened, and access to IRS income
and asset information will be expanded,

! ough ngg;g&mgﬁ; Tools, States will be provided with the enforcement (005 they need to crack

| down on those noncustodial patents who otherwise find ways (o avoid payment of their support

| obligations, States will have the authority 1 revoke drivers and professional licenses for those who

| refuse to pay the support they owe, States will be able 1o make frequent and routing matches against
' appropriate data bases to find focation, asset, and income information on those who 11y (o hide in
order O escape payment. The Federal funding and incentive structure will be changed in order to
provide the necessary rosources for States to run good programs, and performance-based incentives
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will be wtilized to reward States for good performance. Incentive payments must be reinvested back
into the child support program,
i

i
Rationale Z

|
W Enforcement of support is handiad by State and local IV-D agencies, with
tremendous State variation in terms of structure and organization. Cases are o often handiedon a
complaint-driven basis with the IV-IJ agency only taking enforcement action when the custodial parent
pressures the agency to do so. Many enforcement steps require court intervention, even when the
¢ase is g routine one.  And even routine enforcement measures often require individual case
processing rather than relying upon automation and mass case-processing,

When payments of support by noncustodial parents or their employers are made now, they go to &
wide variety of agencies, institutions and individuals. As wage withholding becomes a requirement
for a larger and larger segment of the noncustodial parent population, the nesd has grown for one
central State location to collect and distribute payments in 2 timely manner, Also, the shility to
maintain accurate records that can be centrally accessed is critical. Computers, automation and
information techniology, such as those used by business, are rarely used to the extent necessary.

States must move toward a child support systam for the 21st century, With 13 million caxes and 2
growing caseload, this will not occur by simply adding more caseworkers. Routine cases have to be
handied in volume. The propossd central registry, centralized collection and disbursement system,
increased use of administrative remedies, and overall increase in automation and mass ¢ase processing
are all necessary for the operation of a high performing and effective child support enforcement
system.

|
The State-based central registries of support orders and centralized collection and disbursement will

enable States to make use of sconomies of scale and use modern technology, such as that used by
business - high speed check processing equipment, automated mail and postal procedures and
automated billing and statement processing. Centralized collection will vastly simplify withholding
for employers since they would only have to sead payments 0 one source. As wage withholding
bacomex the norm for more and more cases, that concern I8 becoming more important and we want 10
ease the burden on businesses. .

States will be able to impose enforcement remedies in routine cases through the use of administrative
romedies handied on a mass case basis without having to go to court to take simple enforcement
measures, For instance, States will bg able to impose and redirect wage withhelding orders, garnish
bank accounts, and intercept State benefits — such as unemployment compensation, workers
compensation, and lottery winnings ~ quickly and easily.

States will monitor payments so that the enforcement agency knows the minute that the support is not
paid. State agencies will then take enforcement action immediately and sutomatically so that the
custodial parent, usually the mother, does not bear the burden of enforcing the obligation. She will
not have to be “the enforcer,” 85 in the present system where she often has to push the child support
office 10 get any action on her case at all,

All cases will receive equal services regardless of welfare status, Currently, welfare and non-welfare
gases are often handled differently with often liftle help for poor and raiddle class women outside the
welfare system. The incentives built into the system also mean that non-welfare cases often receive
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second-hand servia&s. The Administration’s proposal will help to move people from welfire o work
and to make work pay outside the welfare system by insuring that the non-welfare population is
served equally well, States will also be encouraged through financial incentives o centeglize their
operations and rely less on county based systems which often add to the problem of fragmentation and
inefficiancies.

j

Interstate Er eient. The fragmmwd system of State support enforcement has caussd temandous
pwblems in ca!iectmg supp{}rt across State lines. Given the fact that 30 percent of the cureent
caseload involves interstate cases, and the fact that we live in an increasingly mobile society, the need
for a stronger federal role in interstate location and enforcement has grown.

The Administration's proposal takes two major steps toward improving interstate enforcement. The
National Child Support Enforcement Clearinghouse, consisting of three registries - a National Locate
Registry, a National Child Support Registry (containing only enough minimal information to match
cages), and the Natioaal Directory of New Hires - would act as a hub for the exchange and matching
of information. g

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

Second, the Administration’s proposal adopts many of the recommendations of the 1.8, Commission
on Interstate Child Support to improve the handling of interstate cases, such as the mandatory
adoption of the Uniform Interstate Family Support Act (UIFSA) and other measures 10 make the
handling of interstate casegs more uniform,

Tough Enforcement Togls. The proposal makes the enforcement of support much tougher so that we
eollect on awards that are owed. The perception on the street is that the gystem can be beal — that if
you really don™t want 1o pay support, you can gvoid . This perception has to change; child suppont
has 1 be seen as inescapable as death or taxes. States are often not equipped with the necessary
enforcement tools — tools that have proven successful in other States - 10 insure that people do not
escape their fegal and moral ebligation o support their children.

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

These enforcement 10ols can only be used effectively if States have the necessary funding and
incentives to run good programs. Thers is almast universal agreement that the current funding and
incentive structure falls to achieve the right objectives. The Administration’s funding proposal will
ingtitute a new funding and incentive structure that uses performance based incentives to reward States
that run good programs.
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Child Suppori E’énforee:mnt and Assurance Demonstrations

Child Support Assurance demonsteations would test providing a minimum insured child support
payment to the custodial parest sven when the noncustodial parent was unable to pay. With such a
progeam, a combination of work and child support could support a family out of welfare and provide
some real financial security, Unlike traditional weifare, Child Suppert Assurance would encourage
work because it allows single parents to combing earnings with the child support payment without
penalty, Child Support Assurance could also provide an incentive to a mother to establish an award
and focus attention on the noncustodial parent as a source of support. The proposal provides for six
demonstration projects of Child Support Enforcement and Assurance {CSEA).

Rationale

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

CSEA is sot unlike unemployment insurance for intact families. When an absent pareat becomes
unemployed or cannot pay child support, the child still has some protection. And since CSEA is not
income-tested, there are no reporting requirements, no welfare offices, no benefit offsets and no
welfare stigma, CSEA benefits could be subtrasted dollar for dollar from welfare payments., Thus, &
woman on welfare is no better off with CSEA, But if she goes to work, she ¢an count on her child
support payments; thus, the rewards from working rise considerably. Essentially, all of the net new
costs of 2 CSEA protection program wonld go for supporting custodial parents who are off welfare
and working,

H CREA protection Is provided only to people who have 8 child support award in place, women will
have much more incentive to cooperate in the identification and location of the voncustodial father,
gince they can count on receiving benefits.

The program would focus more attention on the importance of noncustodial parents providing
geonomic support to their children, States might also experiment with tying the assured payment to
work or 1o participation in a training program by the noncustodial parent, and with other incentives to
encourage nontustodial parents to pay child support,

Enhanced Responsibility snd Opportunity for Noneustodial Parenis

- i I8¢ arents. A portion of JOBS and WORK program
fundwg would be rescrved for training, work rcadmess, educatlonal remediation and mandatory work
programs for noncustodial parents of AFDC recipient children who cannot pay child support due to
unemployment, underemployment or other employability problems. In addition, States may have an
option for mandatory work programs for noncusiodial parents,  States would have considerable
flexibility to design their ownt programs.
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(a1 ess 3 ntin ams. We propose grants o States for programis which reinforce
the dmtabiizty for cinidren 0 have mmiuued access to and visitation by both parents, These
programs include mediation (both voluntary and mandatory), counseling, education, development of
parenting plans, visitation enforcement including monitoring, supervision and neutral drop-off and
pick-up, and development of guidelines for visitation and alternative custody arrangements.

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

H

Rationale

H
Ultimately, the system’s expectations of mothers and fathers should be parallel. Whatever is expected
of the mother should be expected of the father, and whatever aducation and training opportunities are
provided to custodial parents, similer opportunities should be available to noncustodial parents who
pay their child support and remain Involved in the lives of their children. If they can improve their
earnings capacity and maintain relationships with their children, they could be a source of both
financial and émctie:zai support.

E
:
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. MAKING WORK PAY/CHILD CARE
THE IMPORTANCE OF THE EUTC, HEALTH CARE REFORM, AND CHILD CARE

A crucial component of welfare reform that promotes work and independence is making work pay.
Even full-time work can leave a family poor, and the situation has worsened as real wages have
declined significantly over the past two decades. In 1974, some 12 percent of full-time, full-year
workers earned too little w keep a family of four out of poverty. By 1990, the figure was 18
percent. Simultanecusty, the welfare system sefs up a devastating array of barriers for people who
receive assistance but want to work, It penalizes those who work by taking away benefits dollar for
dollar; it imposes arduous reporting requirements for those with earnings but still on welfare, and; it
prevents saving for the fiture with 2 meager limit on assets. Moreover, working poor families often
fack adeguate medical protection and face sizeable child care costs. Too often, parents may choose
welfare instead of work to ensure that their children have health insurance and receive child care, If
our goals are 1o encourage work and independence, to help familics who are playing by the rules and
to teduce both poverty and welfare use, then work must pay more than welfare,

Although they are not discussed in this paper, working family tax credits and health reform are
clearly two of the three major components of making work pay. Last summer's $21 billion expansion
of the Earned Income Tax Credit (BITC) was 2 major step toward making it possible for low-wage
workers to support themselves and their families above poverty. When fully implemented, it will
have the effect of making a $4.25 per hour job pay nearly $6.00 per hour for 2 parent with two or
more children. Full utilization and periodic distribution will maximize the effect of this pay raise for
the working poar.

l

. The next critical step toward making work pay is ensuring that all Americans have health insurance
coverage, Many recipients are trapped on welfare by their inability to find or keep jobs with health
benefits that provide the security they need. And too often, poor, non-werking families on welfare
have better health coverags than poor, working families. The President’s health cace veform plan will
provide universal access to health cars, ensuring that no one will have to fear losing health coverage
and choose welfare instead of work © ensure tha their children have health insurance. Both the
EITC expansion anti health care reform will help support wotkets 3s they leave welfare 10 maintain
their mdei}ezzdem:e and self-sufficiency.

The key missing écm;xmm for making work pay Is affordable, accessible child care. In order for
families, especially single-parent families, 10 be able to work or prepare themselves for work, they
need dependable care for their children.

The Federal Government currently subsidizes child care for low-income families primarily through
the title IV-A open-emlad entittement programs (JOBS Child Care and Transitional Child Care}, 3
capped entitlement program {At-Risk Child Care), and a discretionary program {the Thild Care and
Development Block Grang). The dependent care tax credit is seldom svailable for low-income
families because i1 is not refundable; even if #t were, it would be of little help 1o low-income families
because it is paid at the end of the year and is based on money afready spent on chitd care,
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The current child care programs are not sufficiently funded to support 2 major welfare reform
initiative or to provide significant support for working-poor families. The separate programs are also
governed by inconsistent legistation and regulations, making it difficult for States and parems to
create a coherent system of care. Finally, there are problems with quality and supply of care,
especially for infants and txidiers.

PROPOSAL

This welfare reform proposal will increase child care funding

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

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

L ling Child ) 1O ligg. We also propose significant new funding
for iewmccme, W{;rizmg fzmzizm The At—stk Chrm Care Program, currently a capped entitlement
available to serve the working poor, is capped at a very low level and States have difficulty using it
because of the required State match, We propose 0 expand this program and 1o réduce the barriers
which impede Statas use of &,

&gmmmmg the Child € ' > k Orant. We would maintain and gradually
increase funding for ths Eloc‘k Grant 'I‘hese fimds suggazt both services amd quality improvements.
However, no families recelving cash assistance would be sligibie for ssrvices under this program.

Addressing Quality and Supply. We would provide some funding in the At-Risk program o address
guality improvements amd supply issues. Quality improvements would include a range of activities

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

{ ting K serams. We would require States to use Federal
pmgfams w azxsare mmiess oaverage fsr pezsans who leave welfare for work, Health and safety
requirements would be made consistent across thess programs and would conform to standards in the
Block Grant program. States would be required to sstablish sliding foe scales consistently across
programs, as well as unified reporting for 3l programs. Efforts will be made fo facilitate linkages
between Head Start and child care funding streams to enbance quality and comprehensive services.
Child Care Subsidy Rates. In general, States pay subsidies for child care equal to actual cost, up to
some maximum, This maximum should be set in & way that reflects reasonable costs of care amd
should also be the same across child care programs. Additionally, payment mechanisme should
reflect current market conditions and be defined in such a way that they can vary automatically over
time and possibly reflect geographical differences in prices.

H
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There is a particular problem with the AFDC income disregard for child care, since it is based on an
unreasonably low maximum monthly payment of $175 per child ($200 for infant care), and because

, the disregard is effective only after families incur child care expenses, resulting in a cash-flow
problem for fumilies. Simply raising the disregard inadvertently makes a number of families
ineligible for AFDC (while equivalent families receiving direct child care support would remain on
the rolls), Therefore, to deal with this problem, we propose requiring States either to supplement
payments and provide for the disregard to be prospective (as are all other payment mechanisms}, or o
provide at least two options for payment of child care costs (the disregard and one other payment
mechanism),

Ratignale |

There are three categories of low-lncome familiss with child care needs that must considered to
ensure that the two goals—~helping low-income parents enter and stay in the workforce and making
work pay--are adidressed:

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

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

. Families working without having ever been on welfare or working beyond a transition
perind, |
All three categories have legitimate claims on ¢hild care subsidies, Families who are required to
participate in JOBS are currently guaranteed child care, and rightly so. People who are working but
still on welfare have their child care subsidized through disregards in their AFDC and food stamp
benefits, and son‘setimes through subsidies,

We propose to continue current guarantees of chitd care subsidies for these categories of recipients,
Peaple in the WORK program are like welfare recipients in that they are working as a condition of
receiving continued support, they are working at the minimum wage, and they are not receiving the
EITC. The proposal would guarantee their child care, just as it is guaranteed for JOBS and AFDC
participants. Under current law, people who move off welfare and are working are guarantead
subsidized child care for 4 year in order to ease the transition from welfare to work, We propose to
continue that guarantes for participants in the transitional assistance program who move into private
sector work,

R is hard to argue, however, that low-income working familizs who have never been, or are no
longae, on welfare are less needing or deserving of child care subsidies than people who are on
welfare, It seemy quite ineguitable to provide child care subsidices to one family and to deny them to
another whose circumstances are identical except for the fact that the first family s or has recemly
been on welfare, As a result, this proposal provides a significant increase in support for all three
types of low~inc0:ne families with child care peads,

The goal of our child care proposal is to attain a careful balance between the need to provide child
care support to a3 many low-income families as possible and the need to ensure the safety and healthy
development of children. Therefore, in addition to direct funding for child care siots, we have

H
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included some funding to address quality and supply issues. Clearly decisions about child care quality
in the context of welfare reform have direct effects on the cost and potential supply of care available
as well az on the well-being of children and families. Paying higher rates to increase quality can limit
the ability to increase the number of child care slots, but rates that are 100 low can also limit supply
and parental choice, and endanger children. We are also concerned that there are specific child care
supply problems in some geographic areas and for some children—especially infants and toddlers.

We propose a number of lower-cost strategiex to address quality and supply. These inciude:
improvements in the linkages between programs, including the various child care programs and Head
Start; minimal but consistent health and safety standards {such as requirements related to immuniza-
tions, toxic substances, and weapong); some direct funding toward the quality and supply improve-
ments; and some action to define 2 slightly bigher floor of payment. There is agreement that child
care programs and funding streams should be designed in ways that are easy to administer and appear
"seamless” to parents. This can be achieved largely through coordination of rules, procedures and
automated system. Because of fiscal and political difficulties, full consolidation is very difficult to
athieve. Nevertheless, coordination 10 the grestest extent possible is an important principle guiding
the ¢hild care proposal and is reflacted in our proposal to coordinate rules across all Federal child
care programs,

1
i
1
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TRANSITIONAL ASSISTANCE FOLLOWED BY WORK

Perhaps the most critical and difficult goal of welfare reform is to reshape the very mission of the
current support system from one focused on writing checks to one focused on work, opportunity, and
responsibility. The Family Support Act of 1988 made major changes to the welfare system, including
recognizing the need for investrment in education, training and employment services for welfare
recipients through creation of the JOBS program. Most importantly, it introduced the expectation that
welfare recipiency is & transitional period of preparation for self-sufficiency. Most able-bodied
recipients were ma;mdated to participate in the JOBS program as a means towards self-sufficiency.

|
However, the welfare system has changed only modestly since the Family Support Act was ¢nacted.
Only a small portion of the AFDC caseload Is reguired to participate in the JOBS program while a
large majority of AFDC recipients are not cequired to participate and do not volunteer. This sends a
mixed message to both recipients and caseworkers regacding the true terms and validity of the social
compact that the Family Sopport Act represented.  As a result, most long-term recipients are not on a
track to obtain employment that will enable them to leave AFDC,

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

i
PROPOSAL

i
X
. Full Participation. Everyone who wishes to receive cash support would be expected to do

something to help themselves and thelr conimunity. Recipients would siga & personal
responsibility contract indicating exactly what wag expected of them and the government,
Most would go immediately into the JOBS program. A Timited number of persons who are
not yet in a position to work or train (because of disability or the need to care for an infant or
disabled child} would be assigned to 2 JOBS-Prep program until they are ready for the time-
limited JOBS program. Everyone has something to contribute, Everyone has a respongibility
o move toward work and independence.

. Training, Education, and Placement (the JOBS program). The core of the transitional
support program would be an expanded and improved TOBS program, which was established
by the Family Support Act of 1988 and provides training, education, and job placement
services to AFDC recipients. The JOBS program would be revamped. Bvery aspect of the
new program would emphasize paid work. Reciplents amld agency workers will, as under
current law, design an employability plan,  One option would be 1o require all persons
applying for assistance to engage in supervised job search from the date of application. For
those who need it, the JOBS program will help recipients gain access to the education and
training services they need o find an appropriate job. Recipients who willfully fail to comply

. with their YOBS progoam employability plan will be sanctioned. The new effort will seek
close coordination with the JTPA program and other mainstream training programs and
educational respurces, Cenmtryl 10 this welfare reform effort is recognition of the nesd to
support workers who have recently left welfare to help them keep their jobs.
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Time Limits, Persons able to work would generally be limited to two years of cash
assistance. While two years would be the maximum period for the receipt of cash aid by
peaple able to work, the goal would be tG place people in private sector jobs long before the
end of the two-year period, In a very Fimited number of cases, extensions of the time Hmit
would be granted for completion of an educational or training program or in unusyal
circumstances. The time Hmit would be a Hfetime Hmit, but persons who leave welfare could
potentially earn back time on assistance for time spent off welfare,

Work {the WORK program). The new effort would be designed to help as many people as
possibie find employment before reaching the two-year time Hmit, Those persons who are not
able to find employment within two years would be required to take a job in the WORK pro-
gram. WORK program jobs would include subsidizad private sector jobs, a5 well as positions
with losal not-for-profit organizations and public sector positions, The positions are intended
to be short-term, last-resort jobs, designed neither 1o displace existing workers, nor 1o serve
as substitutes for unsubsidized private sector eniployment. The primary emphasis of the
WORK program will be on sequring private sector employment,

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

Ari
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Prepi}ﬁzd Client Flow for Phased-in AFDC Population
; (Over Age 18 with no Earaings)

Client applics for AFDC
~ rerives orientation services
- signs Personal Responsibility Agreement

Eligibitity determination

7 Client is assigned to
JOBS-Prep '

(Does applicant mest JOBS-Prep criteria?

Up front job search
for most clients

-~ peeds assessment conducted

Additionat JOBS-Prep
, - employability plan developed

assignments

Client assigned to JOBS

- child care provided if
needed

- client receives services

N

Y
pproaching Time Limit s
[ does client receive extension? s

Job search

= Time Limit Expires

- client assigned to WORK
- ¢hiid care provided

if needed

; - assigned to WORK slot

A

WORK slot expires

- re~assessment of client

- job search

- naw WORK slot agsigned
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FULL PARTICIPATION

The goal of these proposals is to make the welfare system a much different world, The intake
process will be changed to clearly comnnmicate to recipients a calture with an expectation of
achieving self-sufficiency through work., More importantly, the agency will also face a different set
of expectations, In addition © determining eligibility, its role will be to help recipients obtain the
services they need to achicve selfsufficiency. The underlying philosophy is one of mutual
responsibility, The welfare agency will provide services to help recipients achieve self-sufficiency
and will provide wansitional cash assistance; in return, recipients will participate in JOBS activities
and will make their best effort 10 take responsibility for their lives and the economic well-being of
their children.,

priongl Re ement. Each applicant for assistance will be required to enter into 2
wr:tten agreement in wh 1ch the applicant agrees to cooperate in goad faith with the State in
developing and following an employability plan leading to self-sufficiency, and the State agrees (o
provide the services called for in the employability plan. While this agreement is a statement of
mutual obligations, it is not a legally binding contract.

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

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

Under this praposal, aff recipients will be required to take steps, even if they ace small ones, toward
self-sufficiency. Just as in the JOBS program, participants in JOBS-Prep, when possible, will be
required to complete employability plans and undertake some activities intended to prepare them for
employment and/ur the JOBS program. The employability plan for a recipient in JOBS-Prep status
would detall the steps, such as obtaining eedical care, needed 10 ¢nable him or her to enter the JOBS
program. Only recipients not likely to ever participate in the JOBS program {e.g., those of advanced
age) would not bo expected to engage in JOBS-Prep activities.

Phase-in of Participants. ‘The phase-in of the new JOBS rules will begin with recipients and
applicants born in 1973 or larer. This population will enter a vastly changed welfare system. Asg the
other recipients age-ouz, the program will be gradually phased-in.

m_ﬁmmaimg With increased Federal resources available, it is reasonable {0 reguire
increased participation in the JOBS program. Current law requires that States enrofl 20 percent of the
non-exempt AFDC caseload in the JOBS program during fiscal year 1995, The FY 1993 partici-
pation standacd (20 percent) would be extendsd with respect to persons not phased-in. Through the
phase-ip strategy described above, higher participation standards would continue 10 be phased-in, and

H
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the program would move toward a full-panticipation model. As discussed below, participation would
ba defined more broadly.

: itton of Pa As soan a8 the mnpiayabziaty plan is developed, the recipient
w;ﬁ ba expected s e:zwii izz :}w 3{}35 program and to engage in the activities called for in the
employability plan, The definition of satisfactory participation in the JOBS program would be
broadened to include substance abuse treatiment and possibly other activities such as parenting/life
skills classes or domestic violence counseling if they are determined to be important preconditions for
pursuing employment successfully. An individual enrolled full-time in an educational activity who
was making suitable progress would be considered 1o be participating satisfactorily in JOBS, even if
such a person were scheduled for fewer than 20 hours per week of the educational activity.

1

Rationale }
One of the fundamental goals of welfare reform is to change the welfare system into a program which
promotes SBIf*SBfﬁC!EﬂC}’ The mutual obligations of the State and the participant must be spelled out
and enforced from/the anset; implementing provisions which demonstrate this new cuiture at the poist
of intake will send' important signals, The personal responsibility agreement will serve to outline
these obligations while the orientation services will ensure that recipients understand what is at stake
in order to maximize the opportunities available to them through the JOBS program,

TRAINING, EDUCATION, AND PLACEMENT - THE JOBS PROGRAM

The JOBS program originated with the Family Support Act. It represents a new vision for weifare,
but it remains mostly an afterthought o a system focused mostly on eligibility determination and
check writing. We propose t0 make the JOBS program the centerpiece of the public agsistance
system. Doing so will require a series of key improvements,

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

Many States were unable to draw down their entire allocation for JOBS because they could not
provide the required State match, In 1992, States drew down only 69 percent of the $1 billion in
available Federal funds; only 12 States were able 16 draw down their full allocation, Fiscal problems
have limited the number of individuals served under JOBS and, in many cases, limited the services
States offer their JOBS participants. Overall, the JOBS experience indicates that a strong effort is
needed to change the inertia of the existing system and furdamentally change the culture and mission
of welfare programs.,

In order to fully transform the welfare system into a system which helps families attain seff-

sufficiency, the entire culture of the welfare system must be changed, This must start by making the
weifare system one which focuses on helping participants achieve self-sufficiency through the
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provision of education, training and employment services rather than 3 system of determining
eligibility and writing checks. To accomplish this, a major restructuring effort is needed which

implements real changes for all participants, Strong Federal leadership in steering the welfare system
in this new direction will be critical. To this end, we propose:

{1} A clear focus on work., From the moment they enter the system, applicants are focused gn
moving from welfare to work through participation in programs and services designed to
enthance employability;

(2) Much g}eater integration with mainstream education and training programs,
) Emphasis an worker support onee a person is placed io a joh.
A Clear Foeus on Work

Under the provisions of the new trangitional assistance program, JOBS participation will be greatly
expanded and increased participation rates will be phased in umil States are operating a full-
participation model. We recognize that welfare recipients are a very diverse population. Participants
in the JOBS program do and will continue 1o have very different levels of work experience, education
and skills. Accordingly, their needs will be met through a variety of activities: job search, classroom
learning, on-the-job training and work experience, States and localities would, therefore, have great
flexibility in designing the exact mix of JOBS program services. Employability plans will be adjusted
in response to changes in a family’s situation, Finally, the Federal government will make the needed
resources available to the States (o accomplish the objectives. .

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

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

Teen Parents. In order to meet the special needs of 1een parents, any JOBS participants under age 19
{or under age 20 if enrolled in 2 secondary school program) will be provided case management
services. (For further provisions regarding teen parents, see section on Promaoting Parental
Responsibility), |

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

angtions Sanz:t:cns for failure to follow the employability plan would be the same as under current
13.w }iawaver States will be encouraged to ficst use conciliatory methods to encourage active
particigation azzzaz;g recipients and resolve participation problems,

ssed Funding.  This plan envisions a dramatic expansion in the overall level of participation in
1{}33 Wha:h wezziri clearly require additional funding. States currently receive Federal matching
funds for JOBS up to an amount allocated to them under a national capped entitlement. Enbanced
Federal funding v{ziil be provided to accommodate this dramatic expansion of the JOBS program.
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nhanced Federal Match, To address the scareity of State YOBS dollars, the Pederal match rate
wouid ba increased. The match rate could be further increased for a particular State if its
unemployment rate exceeded a specified level, Addmanajly, the funding formulas will be simplified
and organized arqund program outcomes to encousage ongoing program improvement,

ko

Egdggwggmlﬁi_u. The Federal role in the JOBS programn will be to provide training and techaical
assistance to help iStates make the program changes called for in this plan. Through technical
assistance, the Federal Government would encourage evaluations of State JOBS programs, help
promiote state-of-the-ary practices, and assist States in redesigning their intake processes 10 emphasize
employment rather than oligibility, These activities will be fundad by setting aside one percent of
Federal JOBS funds specifically for this purpose.

The joint zia%iapizzeat of employability plans that adequately reflect the neads of recipients will help
ensure that recipients have a stake in their success in the JOBS program.

]
Additionally, the im}visian that some applicants will be required to participate in uo-front job search \
activities will accomplish several things. This will reinforce the emphasis on employment for people o
entering the program. The job search activities may lead to immediate employment for some
recipients. For those who subsequently enter the JOBS program, they will have a realistic grasp of
the job market; this will aid in the assessment and in the development of the employability plan, and
may also help participants focus their energies. -

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

|
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Finally, in order for the systems to work, participants must see that the requirements are real. There
must be & direct connection between a participants behavior and the rewards and sanctions as a
consequence. While current sanction law rémaing intact, States are encouraged (0 pursue other non-
adversarial means to encourage participation. States argue that the availability of & tougher sanction
process will enable case workers to reinforce the connection between non-participation and financial
sanctions. This approach, however, is unworkable due in part (o constitutional provisions and a
desire to protest client Interests. Thus, a non-adversarial administrative approach 1o conflicts between
the agency and client should be developed which focuses on immediate dispute resolution.

Inteprating JOBS and Mainstream Education and Yraining Initiatives

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

i
Program Coordination. This proposal includes provisions which will greatly enbance integration and
coordination amonag the JOBS program and related programs of the Departraents of Labor and
Education, such as the Job Training Partnership Act, Adult Education Act, and Carl D, Perking
Vocational Educational Act. For example, the State council on vocational education and the State
advisory council on adult education will review the State JOBS plan and submit comments (o the
Governor 10 ensure the objectives of these programs are adequately addressad by the State's JOBS

program.

Expanded State Flexibility. In order t0 enable States to take the steps necessary o achisve full
integration among education, training, and employment service programs, Governors will bave the
option 1o operate the JOBS program through an agency other than the IV-A agency, For example, &
Governor may choose to operate 2 sombined JOBS/TPA program. This option will expand State
flexibility and will promote innovation and program improvement,

' AT ining. The Food Stamp Employment and Training Program willbe -~
mdzﬁeé o crm’ézzzaz& aémzmsmzzve and funding provisions with the JOBS program. This will allow
for better program adminisiration and will better serve E&T participants, most of whom do not )
receive AFDC and generally do not pacticipate in JOBS.

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

» National Service. HHS will work with the Corporation for National and Cotmmunity
Service to ensure that JOBS panticipants are able 10 take full advantage of national
serviee acs a road to independence,
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. School4o-Work, HHS will work to make participation requirements for School-to-
;‘Wark and for the JOBS program compatible, In order to give JOBS participants the
opportunity to access this new initiative.

* Q&S_{Qg_ﬁm The Depactment of Labor will congider making some JOBS
offices sites for the one-stop shopping demonstration,

. Eﬁﬁ_ﬁﬂm{ﬁ The program will ensure that JOBS participanis make full yse of such
:existing programs as Pell grants, income-contingent student toans and Job Corps.

Waiver Board. ’I‘hls proposal will create a training and education waiver board, consisting of the
Secretaries of Labor HHS, Education and other interesied Departments, to act as a mechanism for
angoing pmgram improvement and coordination. The board may work o:

. lamcu!ate a national workforce preparation and national selfsufficiency agenda, and
develop an overali human investment strategy and plan;

» cc}nsxder and establish criteria upon whish to svaluate and approve waivers from
States to facilitate improved service delivery among the principal Federal job training
programs;

» f’cxp!are and promote commmon definitions, administeative requirements, culcome

measures, reporting systems, and eligibility determination among programs;

* §et principies in gvaluations of workforce programs and strategiss;

2

s szzggmz regulatory and legislative changes to promote improved program operation
mé facilitate coordination;

* %p:amze objective criteria to evaluate and measure interagency efforts to improve
Federal program linkages and coardination;

* ;pretmte collaboration with the private sector;
!

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

-

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

|

facilitate technical assistance for improving State and Jocal programs.

[

| .

In order to make the welfare system a program which promotes self-sufficiency rather than
dependency, the program focus must be shifted from ¢ligibility determination and income support (o
cmployment, Also, the culture must be changed to ensure that all recipionts are engagsd in activities
which promote,. albelt in small steps, self-sufficiency. This cannot be accomplished if the JOBS

|
|
|

34

|



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

In order to achieve the goals of a full-participation model, the capacity of the States must also be
counsidered. Resources and efforts should be focused on the population which promises the greatest
results; the decision to choose the proposed phase~in population reflects the desire to target younger
recipients who are most at-risk for dependency. It is also important 1o ensure that afl welfare
recipients who are zble to participate in JOBS have services made available to themn by the States,
The increase in Federal resources available to the States and the simplified and enhanced match cates
will enable States to undertake the necessary expansion.

The Federal government currently operates 8 myriad of education, training, and employment service
programs. Many of these programs serve the AFDC population, JOBS programs must continue to
tink clients to the available services in the community, Coordination, integration, and implementing
common strategies among the major programs which serve the AFDC population will help States
preserve the mission of the JOBS program while expanding access to other available services., While
this propesal prescribes greater coordination, it grants broad flexibility to States 1o achieve this
objective. To this end, this proposal implements several mechanisms that promote ongoing
coordination and integration and which lessen the sdministeative burdens States face. This will allow
for program simplification, innovation, and ongoing program improvement,

TIME LIMITS

Most of the people who enter the welfare system do not stay on AFDC for many years consecutively.
It is much more commoen for recipients o move in and cut of the welfare system, staying for a
relatively brief period each time. Two out of every three persons whe enter the welfare system leave
within two years and fewer than one in five spends five consecutive years on AFDC. Half of those
who leave welfare, however, return within two years, and three of every fouc return at some point in
the future. Most recipients use the ARDC program not a3 8 permanent alternative to work, but as
temporary assistance during times of economic difficulty,

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

Placing a time limit on cash assistance is part of the overall effort to shift the focus of the welfare
system from issuing checks 1o promoting work and self-sufficiency. The time limit would give both
recipients and JOBS staff a structure that necessitates continuous movement toward fulfilling the )
objectives of the employability plan and, uitimately, finding a job.

ofits, We would establish a cumulative limit of 24 months of cash
asszstaace fcr an a&uit hafﬁre i:ﬁwg subject to the work requirement (see below for treatment of
castodial parents :;méer 19}.

|
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Time limits would, in general, be linked tv JOBS participation. Recipients required to participate in
JOBS would be subject to the time Himit. Months in which an individual was receiving assistance but
was assigned to JOBS-Prep status rather than participating in JOBS would not count against the 24.
month time limit.

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

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

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

applied.

Persons who had previously reached the two-year time limit but were working part-time {as defined
above) would be eligible for supplemental cash benefits, provided they otherwise quatified for
assistance {i.e., countable income below the nead standard, resources below the State limit and so
forth). \
Mingr Parents. As mentioned elsewhere, virtually all parents under 19 would be required 1o partici-
pate in JOBS, The 24-month time clock, however, would not begin to run until the parent turned 18,
In other words, months of ceceipt as & parent before the age of 18 would not be counted against the
two-year time limit

Iob Search. Persons who were within 45 days of reaching the time Inmz {up 10 90 days at Stale
option) would he required to engage in supervised job search for those final 45.90 days.

Extengions. States would be permitted, but not required, to grant extensions to ﬁ’ie timse Hmit in the
following circumstanges;

d 'FQ( completion of 2 GED or other education or training program, including a school-
to-work program or post-secondary education program, £xpected to lead directly o
&mpiaymm Thess extensions would be contingent on satasfactory progress toward
wmpiezzzzg the program and would be limited to 12-24 months in duration.

%

* ?{)2‘ those who are lesrning disabled, illiterate or face other serious barriers to

mpiaymi

States would, i:i addition, be required to grant extensions to persons who had reached the tine Jimit
without having had access to the services specified in the employability plan.

The total number of extensions would be limited to 10 percent of adull recipients. In other words, a
State could have no more than 10 percent of is adult caseload in extended status at any given time.

36



ine-Back Elisibility { istance. Under the plan, the time limit would be renewabls; persoms
wix} had ieﬁ weifare for svork wazzié sarn back one month of eligibility for future cash benefits for
every four months spent working and pot receiving assistance. For example, an individual with three
months remaining on her 24-month clock leaves welfare for work but is Iaid off two years later and
reapplies for cash benefits. She has earned back six months of eligibility for assistance, giving her a
total of 9 months of eligibility remaining.  Total months of eligibility, including months sarned back,
sould never exceed 24 in one spell.

Rationale

The time limit policy as currently structured is intended to encourage recipients to move foward
employment and self-sufficiency as rapidly as possible, while at the same time giving persons time
cornplete education and training programs which will suhance thsir skills and employability. Under
the proposal, as discussed above, persons who are ill, disabled, caring for a disabled child or
otherwise unable to work would be placed in JOBS-Prep status and would not be subjsct to the time
limit. The earn-back provision is designed to reward work by providing a cushion of additional
assistance, in the event of temporary econemic difficulties, to those who have left the welfare system
for work, {
|
t

WORK

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

Each State would be required 1o operate 8 WORK program which would make paid work assignments
(hereafter WORK assignments or WORK positions) available 1o recipients who have reached the time
limit for cash assistance.

i
The overriding goal of the WORK program would be to help participants find lasting unsubsidized
employment. States would have wide discretion in the operation of the WORK program in order o
achieve this end. For example, 2 State could provide short-term subsidized private sector jobs (with
the expectation that many of thege positions would become permanent) or positions in public sector
agencies, or both.

Administrative Structure of the WORK Program

- ar

Eligibility. A recipient who has reached the time Hmit for transitional assistance would be perminad
to enrcil ia the WORK program, providad he or she has not refusad an offer of an unsubsidized job
without good cause (see below).
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Funding. Federal funds for the cust of operating the WORK program would be capped and
distributed to States by a method similar to the JOBS allocation mechanism. States would receive a
set allotment of funds for generating WORK assignments and providing other services to WORK
participants. In addition, the Federal government would reimburse States for wages 1 persons in
WORK assignn}enzs 8t 8 gpecified match rate.

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

. 'Subsidize not-for-profit or privae sector jobs (for example, through expanded use of
on-the-job training vouchers). For private sector positions, the employer would be
lrequired to pay at least a share of the wage.

. iGive employers other financial incentives to hire JOBS graduates.

» EPrc;vizias positions in public sector agencies.

» ]E;ieeurage microenterprise and other economic development activities,

. i Exevute performance-based contracts with private firms or not-for-profit organizations
Hto place JOBS graduates.

* iSfx up commmunity service projects employing welfare recipients as, for example,

\izeaizia aldes in clinics Jocated in undersarved communities,

, .
Capagity. Fach State would be required t create 2 minimum aumber of WORK assignments, with
the number o be based on the level of Federal funding received.

Shortage of WORK Assignments. If the number of people needing WORK positions exceaded the
supply, WORK assignments would be altocated on a first-come, first-served basiz as they become
available. Persons who were awiiting a WORK assignment, including both those who bad just
reached the time limit and those who were between WORK assignments, would be eligible for cash
benefits in the interim, States might be required to absorb a greater share of the cost of cash benefits
(in the form of a higher State mateh) for such persons.

eguird Splangs . Pri gr. Both JOBS and WORK program participants
wozzid be téqzzzmti to accept any offa af an unsubsidized job, provided the job met certain health and
safety standards, or be denied assistance or a WORK job for several months, Afier two refusals, the
person might 2)26 permanently denisd access to a WORK assignment.

Tot QR signments: Persons who were in the WORK program but who were
not in WORK ass:gnments :zzcizzdmg ﬁwse who had just completed 2 WORK assignment, would be
required to engage in supervised job search.

Qversight. States and localities would be required to establish 8 WORK advisory panel with balanced
private sector, labor and community representation to provide oversight and guldance for the WORK
program, |
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neth.of Par gram. There would be ne rigid limit on the length of time 3
pers{m wuid pm;czpate in the WGRK pmgmm States would be required, however, to conduct 3
comprehensive reassessment, at the first available date, of any individual who had spent 3t least two
years in the WORK program. As a result of the reassessment, persons could be placed in JOBS-Prep
status, referred back to the JOBS program, assigned to another WORK position or excluded from the
transitional assistance program altogather,

i

States could deny ‘assistance, including both access 0 a WORK assignment and sligibility for cash
benefits, to persons who had not participated in their WORK nssignments and performed their
assigned job search in good faith. Completion of two years in the WORK program would not, in and
of itself, establish cooperation. Persons droppad from the program would have the right 1o a fair
hearing. |

If the State judged that further time in the WORK program would enhance an individual's
employability, the State could assign him or her 10 another WORK position,

In instances in which the Stats determined that an individual had cooperated fully but was in nexd of |
specific education and training services in order t obtain unsubsidized employment, the State could
refer him or her back to the JOBS program 10 obtain those services, Persons re-assigned to the JOBS
program would be eligible for ¢ash benefits while participating in these activities.

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

Retention. States would be required to maintain records on the performance of private, for-profit
employers in retaining WORK program participants (after the subsidy eided) and on the effectiveness
of placement firms in placing WORK participants in unsubsidized employment. States would be
expected 1o give preference for contracts with the WORK program to the employers and p!acement
services with the best performance records. At a future date, the Secretary of HHS may impose
stricter retentmn or placement requirements.

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

Suppar(ive Services. States would be required 1o provide child care, transportation or other
supportive services if needed to enable an individual 1w participate in the WORK program.

Characleristics of the WORR Assignments
Wages. Participants would typically be paid the minlmoum wage. WORK participants who were
performing work eguivalent o that done by others working for the same employer would receive

similar compensation.

Hours, Fach WORK assignment would be for a minimom of {3 hours per week and for no more
than 35 hours per week. The sumbsr of hours for each position would be determined by the State,
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' f Wapes. Wages from WORK positions would be weated as earned income with respect
to Worker 8 Campmauon, FICA and other public assistance programs.

Earnings from WORK positions would not, however, count as earned income for the purpose of the
Earned Income Tax Credit (EITC), in order 1o encourage movement into jobs outside the WORK
program.

SuppMlemental Support. A family with an adult in 2 WORK position whose household income, net of
work gxpenses, were less than the cash benefit for a family of the same size (in which no one was
working) would be eligible for supplemental cash benefits to make up the diffscence. In other words,
an earnings supplement would be provided such that 2 family with an individual who was working, in
either a WORK assignment or an unsubsidized private sector job, would never be worse off than a
family of the same size in which no one was warking.

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

g LAssienment. A single WORK gssignment would be limited to no more than 12
zmzzzizs aﬁax wﬁzcﬁa times ihe W(}RJ( participant would be required to perform supervised job search,

Type of Work. States would be encouraged 1o place as many WORK participants as possible in
subsidized private sector positions. The majority of WORK assignments, whether private or public
sector, are expected 1o be entry-level positions but should nonctheless be substantive work that
enhances the participant’s employability. Programs would he encoursged to focus their efforts on
developing WORK positions in occupations which are currently in demand and/or which are expected
to be in demand in the near future,

Work Place Rules. Employers would be required to treat WORK panticipants the same as other
similarly situated workers in the firm or organization with respect tw sick leave and absentes policy
and other work place rules, States would set or negotiate such rules in cases in which a new
organization or establishment were being formed to employ WORK participants. Workers
compensation coverage would be provided for WORK participants, either through the smployer or by
another method: FICA taxes would also be paid, with the exact mechanism to be developed.
Paymenis for uaam;ﬁeym&m compensation coverage, however, would not be requirad.

The WORK program as structured hers is designed to provids an opportunity for individuals who
have reached the time limit to support their families through actual paid work while developing the
skiils and receiving the job search assistance nesded 10 obtain unsubsidized private sector jobhs, The
structure ensures that work pays by assuring that the family with an zdult in 8 WORK assignment will
be no worse off than a family of the same size in which oo one is working,



|

4

[

t
The purpose of the WORK program is o help persons move into, rather than serve as 3 substitute
for, private sector employment, Community Work Experience Programs (CWEP) ("workfare”
programs) are not'consistent with placements in the private sector, due to the widely varying and
uneven hours of required participation. By opting for & work-for-wages model, we hope to encourage
States to adopt 2 p:rivate sector fosus for the WORK program,

et ooaW s s, o
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| REINVENTING GOVERNMENT ASSISTANCE

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

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

[
‘, PROPOSAL
i
Changes are prop'osed in the following areas: coordination of program rules; a performance based
system to bring a?out cultural change; and accountability, efficiency, and reducing fraud.

COORDINATION, SlMPLIFlCA’I'ION AND IMPROVED INCENTIVES IN lNCOME SUPPORT PROGRAMS

The ranonahzat:on and simplification of income assistance programs can be achieved by making
disparate Food Stamp and AFDC policy rules uniform or complementary for related policy
provisions. Our proposals include:

End Rules which Discriminate against Two-Parent Families

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

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

i
|
i
|
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Allow Families to Own a Reliable Automobile

For AFDC, the permitted equity value for one car in set at $1,300 or a lower value set by the State,
in the Food Stamp Program, the allowable market value of a car is $4,500, aithough a car of any
vahie can be excluded in limited circumstances. In both programs the gutomohile imitgtionscan he 2
substantial barrier 1o independence. Current AFDC policy would prevent total exclusion of most cars
less than eight to ten years old. We propose to allow AFDC and Food Stamp families to exclude the
value of one or more sufos up to an aggregate gguity value of $4,500. They could maintain vehicles
of higher value If the net equity value when combined with ather resources, does nor exceed the
family’s resource limit,

Reliable transportation will be essential to achieving seifusufficiency for many recipients in a time-
limited program. A dependable vehicle is important to individuals in finding and keeping 2 job,
particularly for those in areas without adequate public transportation. Both the AFDC and the Food
Stamp programs need a conforming astomobile resource policy that supports acquiring reliable
vehicles,

Allow States {fo :Rewsrd Work

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

|

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

1
. The one-third disregard ends after four months,
. The $30 disregard ends after 12 months,

In addition, a child care expansa disregard of $175 per child per month (3200 if the child is under 2)
is permitted to be calculated after other disregard provisions have been applied. Camrently, $50 in
child-support is passed through to families with established awards, The BITC is algo disregarded in
determining AFDC eligibility and benefits,

We propose to eliminate the current set of disregard rules and establish 3 much simpler minimum
disregard policy at the federdd Jovel, We would then allow considerable state flexibility in establish- -
ing policies beyond the minimum. Qur proposal includes the following three components:

. Require States to disregard at least $120 in earnings. This is squivalent to the $90 and $30
income disregards that families now gef after four months of earnings.

|
?
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. Allow States to apply 2 “filbthe-gap™ policy with income from earnings, child support or all
. forms of income. Currendy, if States il the gap, they must apply all forms of income,
. Give States the option to establish their owa sarned income disregard policies on intome
above these amounts, States can either apply a flat amount or 3 percentage up © 30%. The
disregards cannot vary by months as they do now.

. Give States the option to pass through more than the curreat 550 in child support.

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

Allow Families {6 Accumulate Savings

As part of the weifare reform effort, we will be exploring a range of strategies, above and beyond
education and job tralning, 10 help recipients achieve self-sufficiency. One individual economic
development demonstration program would involve testing the effect of Individual Development
Accounts as an incentive for saving. An Individual Development Account (IDA) would be a special
type of savings account, in which savings by recipients would be matched by Federal government
dollars. Savings from an DA, including both the individual’s share and the matching dollars, could
only be withdrawn for a limited number of purposes, including paying for education or training,
starting a business or purchasing 3 home, The IDA demonstration will attempt, through a randomized
evaluation, to determine the effect of such savings incentives on both awet accumulgtion and

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

Qther Coordination and Simplification Proposals

} .
Additional changes would be mads to the administrative and regulatory program structurss of AFDC
and Food Stamps to simplify and coordinate rules to encourage work, family formation, and asset
accumulation. These include:

Stamps ami AFDC use semewhat d:ffm’ent definitions of fam:ly AFI)C is a chlld centered pragwn
with the filing unit defined narrowly around the child. The child’s parent and siblings are usuatly
part of the unit, but other relatives generally are not. Indeed siblings and parents are not even pant of
the AFDC unit if they recetve SS1. The Food Stamp Program uses a definition which is closer o a

:
i
|

1. PBach States establishes an AFDC need standard, the income the
States decidﬁs is essential for baslic consumption items, and an
AFDC payment standard (100 percent or less of the need standard).
Benefits are generally computed by subtracting income from the
payment standard. Under a “f£ill-the-gap" policy, benefits are
. computed by subtracting income from the higher need standard.

._ 4“4
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household definition, Thus most relatives living together are usually in the food stamp unit, At one
point we considered conforming AFDC and Food Stamp filing unit definitions, but backed away when
we discovered that this would cut many people off the AFDC rolls in low-benefit States as the income
and assets of other people in the household would push the family above the very low benefit levels in
those States, ?

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

Two types of fam:lzes would be affected by this plan. First, the number of child only cases wouid be
reduced significantly. Child only cases are those where: no parent is present and the child is living
with a relative who is not the legal guardian; the parent is present but the parent is an undocumented
align; or the parent is present but the parent is receiving 381, These cases have grown dramatically in
rocent years, rising from roughly 400,000 in the mid t late 1980s to nearly 700,000 cases in 1992,
In child only cases, relatively little income from other household members is counted in determining
benefits and eligibility. Thus many have housshold incomes in excess of 130 percent of poverty.
The argument for limiting AFDC in such cages ig that money can be batter targsted 10 poor families,
The argument against it is that the hmitation on benefits might discourage some relatives from taking
in # ¢hild who might otherwise end up in foster care. Ons advantage is that it would be harder to
pame the time-limited welfare system by placing a child with a relgtive, Relative cargtakers who are
not the guardian of the child would not be subject to work reguirements and time limits. The second
type of family which could be affected are extended family settings, Most commonly, a parent and a
child may be living with the grandparent. If the parent 5 over 18, the grandparent’s income Is not
counted in determining eligibility regardiess of the income of the grandparent. This proposal would
not affect Medicaid eligibility of any persons,

' rmi ] ! j priods. We propose conforming AFDC to the Food
3%8121;} ?mgram s more flexible reqmremems f{;r repmtmg and budgeting. Under Food Stamp
Program rules, States are given the option to use prospective or retrogpective budgeting with or
without monthly reporting, Currently, the Food Stamp program requires recipients to report all gross
income changes zhove $25 per month. To simplify the reporting process, this threshold would be
raised to $75. Recipients would still be requirsd 1o report changes in ather circumstances like source
of income and household compasition which may affect eligibility,

This proposal would significantly simplify benefit calculation procedures for joint AFDCHood stamp
households. By conforming the procedures in benefit determination and calculstion, workers and
recipients will benefit through Jess paperwork processing and time spent on recalculating benefits
because of fluctuations in income. The proposal maintains a balance between assuring benefits are
accurately determined by reducing the eurrent complexities retaining the appropriate level of
responsibilities on| reclplcnts to report information.
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We also pm?esl'e conforming and streamlining AFDC and Food Stamp policies regarding
underpayments and verifications. Payment of underpayments would be limited to 12 months, The
new verification policy would require States o verify income, identity, alien status and Social
Security Numbers, At the same time, States would be given flexibility regarding verification systems,
methods, and timeframes.,

|
Resoucces and assets. The policies praposed under this category iberalize how assets and resources
are treated for the purpose of determining eligibility for both AFDC and Food Stamps for the purpose
of encouraging work and promoting self-sufficiency. The nominal effect is to increase the caseloads
and costs in both programs. Yet the general arguments for the policies described below are
persuasive. Currently, asset and resource rules are not consistent across programs, creating confusion
and administrative complexity, In addition, the very restrictive asset rules across Federal agsistance
programs are perceived as significant barciers to families saving and investing iu their futures. We
propose to develop uniform resource exclusion policies in AFDC and Food Stamps. We propose to
increase the AFDC resource limit {currently $1,000} 10 $2,000 (or $3,000 for a household with a
member age &0 or over) 1o conform w the Food Stamp resource limit, We would also generally
conform AFDC 10 Food Stamp policy regariding burial plots, funeral agreements, real property, cash
surrender value of life insurance and transfer of resources.

The administrative complexities that exist in applying resource requirements in the AFDC and Food
Stamp programs will be greatly reduced under these proposed changes. Welfare administrators will
be able 0 apply the same rules to the same resources for the same family. These conforming changes
achieve simplification by streambining the administrative processes in both programs,

The preposal also includes an individual econemic development demonstration program. Thig
program will attempt to promote seif-employment among welfare recipients by providing access to
both microloan funds and to technical assistance in the areas of obtaining loans and starting
businesses. The demonstration will explore the extent to which self-employment can serve 4s a roule
to self-sufficiency for recipients of cash assistance.on microenterprise development to encourags
persons on assistance to starc microenterprises (small businesses).

Treament of income. Federal AFDC law requires that all income received by an AFDC recipient or
applicant be counted against the AFDC grant except income that is explicitly excluded by definition or
deduction. A number of changes are proposed to bring greater conformity between the AFDC and
Food Stamp programs, to streamline both programs and/or to reintroduce positive incantives fot
recipients 1o work, Several provisions will meet these objectives, For example, we could exchude
non-recurring lumyp sum from income, disregard reimbursemenis and ETTC as resources. Lump sum

payments, such a8 EITC or reimbursements, would be disregarded as resources for one year from the -

date of receipt allowing these families to conserve the payments to meet future tiving expenses, In
addition, we will disregard all education assistance and student income, and disregard JTPA stipends
and allowances; vount OJT and vther earned Income.

Together these proposals would make the treatment of income simpler for both recipionts and welfare
officials to understand. They would make work and education a more attractive, rational option for
those who would continue to receive assistance and they would improve the sconomic well-being of
those who need 1o combine work and welfare.

‘


http:assistance.on

¥
Territories. The territories operate AFDC, AABD, JOBS, child care and Foster Care programs undey
the same eligibility and payment requirements as the States. ‘Their funding, however, is capped and
the Federal government matches 75 percent of costs. The caps are 882 million for Puerto Rico, $3.8
million for Guam, and $2.8 million for the Virgin Islands. Batween 1979 and the present, the caps
were increased once, by roughly 13 percent.

We propose that the current caps be doubled and that we include 2 mechanism for making periodic
adjustments based on the rate of inflation, caseload size, and new program requiraments, Doubling
the caps in the territories would essentially reflect the Increase in AFDC expenditures that has
oecurred in the States since 1980, The proposal would create realistic funding levels for the
territories that are reflective of the current sconomy and caseload. A mechanism that will provide
ovcasional adjustments in funding levels would teplace the current burdensome method of petitioning
Congress for adjustments,

The number of public assistance programs funded under the current caps, coupled with only one
adiustment o these ¢aps in 15 years, has seriously Jimited the territories’ abilities to provide, et alone
increase benefits. Benefit payments above the cap are financed 100 percent by the territories,
resulting in situations such as Guam’s where the Faderal share is roughly 40 percent. Puerto Rico
reports that, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Puerto Rico will be required to extend eligibility to two-parent
families. Puerto Rice estimates that an additional 40,000 families will be eligible for AFDC due o
this provision.

Poubling the caps and providing a mechanism for efficient adjustments to those caps will not only
continue to give ierritories the aathority to operate public assistance programs but adequate means w
do so as well,

A PERFORMANCE-BASED SYSTEM

An underlying philosophy of welfare reform is the goal of increasing State flexibility in achieving the
program objectives of the new system and changing the culture of welfare administration, A crucial
area where State flexibility can be achieved is quality assurance. Cuerently, many quality control
rules create perverse incentives for States; program administration is dasigned to mest quality control
requirements, not program improverent objectives, Additionally, States expend considerable
resources and effort in meeting quality control needs. The result is a program monitoring system
which does aot serve the best interests of the recipients. A remedy for this is to alter the focus of
quality control from payment accurady 10 program outcomes.

This welfare reform proposal articulates ¢lear ohjectives to aid States in policy development.
Performance measuras that reflect the degree to which policy intent is achieved will help shift the
focus of effort from solely payment accuracy o program improvement. Performance measures ina
transitional program of benefits should reflect the achievement of all program objectives and relate to
the primary goal of helping familiss to become self-sufficient. Measures will be established for a
broad range of program activities against which front-line workers, managers and policy makers can
assess the efficiency and effectiveness of the program. To the extent possible, results~rather than
inputg and processes~-will be measured. Additionally, States and localities must have the flexibility
and resources to achieve the programmatic goals that have been set.
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The Federal Government will transition from a role which is largely prescriptive to ong which
astablishes customer-driven performance measures in collaboration with States, local agencies,
advocacy groups and clients. The exaet methods for accomplishing program goals are difficult to
prescribe from Washingron, given the variation in local circumstances, capacities and philosophies.
Therefore, Sabsmzzza} ﬁexzmhty will be left for localities to decide how to meed these goals, facilitated
by mhazzcad mie:vagenay waiver authority at the Federal level.

Performance Mmsaws

H
For the purposes of monitoring State programs, a series of measures will be developed in conjunction
with States, local agencies, advocacy groups, and other parties. These measures will be designed to0
measure such outcomes as the extent to which recipients achieve self~sufficiency, the well-being of
families, childhood poverty, reduced welfare dependency, and other impacts on recipisnts.

§
i
Process Mmar;&

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

Quality Asmxrauce

Although payment accuracy shall remain an important facet of Quality Control, the current system
will be upgraded to capture more information and (0 become a more general quality assurance system,
Much information and data collected will depend on the development of the performance measures
describad previously. Other indicators of program outcomes, such as client satisfaction shall also be
included.

Technical Assistance

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

ACCOUNTABILITY, EFFICIENCY, AND REDUCING FRAUD

Multiple and uncoordinated programs and complex reguiations invite wasts, fraudulent bebavior and
simple error. Too often, individuals can present different information to various government agencies
to claim benefits fraudulently with virtually no chance of detection,

The new program of transitional assistance, in and of itself, will go a long way toward preventing
waste and fraud. During the period of transitional cash benefits, there will be enhanced tracking of a
client’s training activities and work opportunities, as well as the electronic exchange of tax, benefit
and child support information. Also, the newly expanded EITC largely eliminates current inceatives
to “work off the books” and disincentives 10 report all employment, With the BITC, it is aow
advantageous to report every single dollar of earnings,
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New technology and automation offer the chance to implement transitional programs which ensure
quahty service, fiscal accountability and program integrity. Program integrity activities will focus on

ensuring overall payment accuracy, and detection and prevention of recipient, worker and vendor
fraud. Such measures include the following:

. Coordinate more completely the collection and sharing of data among programs, especially
wage, tax, child support and benefit information.
t
. Re-assess the Federal/State partnership in developing centralized data bases and information
systems that improve interstate coordination, eliminate duplicate benefits and permit tracking.
At a minimum, information must be shared across States te prevent the circumvention of time
limits by recipients relocating to a different State.

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

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

Rationale l

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

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

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

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

; CONCLUSION
This welfare reform plan calls for fundamentsl changes in the current system of welfare. 1t secks to
replace a flawed system with a coherent set of policies that improve the lives of poor children and
their families in ways that reaffirtn and support basle values concerning work, family, spportunity and
responsibility. Together, the policies in this hypothetical proposal are not just an end to welfare 8s it
is known today. ' They represent a new vision for supporting America's children and families.

Transforming the social welfare system will not be an easy task. The social and economic forces that
have coutributexd 1o our current siustion go well beyond the welfara system and impact the poor and
noa-poor alike, While the obstacles are formidable,

undertaking reform of the current welfare system is essential in order 10 improve the well-being of
our children now and for the future,
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GLOSSARY

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

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

CSEA - Child Support Enforcement and Assurance; A system designed to guarantes that
custodial parents pet some assured level of child support, even when the abgent parent fails to pay.

CWEP « Communlty Werk Experience Program: This is 2 JOBS program activily which States
can, but are not required fo, make available to JOBS pasticipants. CWEP provides experience and
training for individuals not otherwise able to obtain employment. The required mimber of CWEP
hours can be no greater than the AFDC benefit divided by the higher of Federal or State minimum
wage.

EITC — Earned'Income Tax Credit program: A ax credit that targets tax relief to working Jow-
income taxpayers with children, to provide relief from the Social Security payroll tax (FICA) and to
improve im:ent:v&s 19 work.

FSP - Food Stamp Program: A national program designed primarily to increase the food
purchasing power of eligible low-income households to a point where they ¢an buy a sutritionally
adeguate, low-cost diet. Eligible households receive food stamp benefits on a monthly basis in the
torm of coupons that are accepted at most retail grocery stores.

JOBS ~ Job Opportunities and Basie Skills Training Program:  The work, education, and
© training progeam 'for AFDC recipients. In a greatiy expandad form, this program would be the
central focus of the- Adminisiration’s reformed system.

JOBS-Prep: The program proposed for persons not yet able 1o work or enter JOBS, Persons in this
program, including mothers with very young children, will be expectad to do something w contribute
o themselves and their community. While in JOBS-Prep, they would 1ot be subject 1o the time {imit,
|
JTPA ~ Job Training Partuership Act program: The goal of this Department of Labor block grant
program is to train or retrain and place eligible individuals in permanent, unsubsilized employment,
preferably i the private sector.  Eligible individuals are primarily economically dissdvantaged
individuals, :

Healthy Start: ﬁeaizizy Start iy a demonstration project designed o reduce infant mortality by 50%
over 5 yoars in 15 ULS. conmmunities with extremely high infant mortality rates. Medical and social
service providers within the targeted communities work collaboratively to develop new and innovative
servics delivery systems 10 meet the needs of pregnant women and infants.
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PIC — Private Indusiry Councils: These Councils are composed of business leaders from the
private sector and representatives of the public sector and unions. Their role is to guide and overses
the direction of JTPA employment and training programs. PICs are responsible for providing policy
guidance in partnership with local governments.

School-to-Work' Initintive:  The pending School-to-Waork Opportunities Act of 1993 would provide
States and local communities with seed money to develop and implement systems to help youth make
an effective tramgition from school to career-oriented work. The program would be designed and
administered jointly by the Departments of Education and Labor, and would fund work-basad
learning, school-based learning, and connecting activities.

Title X — Family Planaing Secvices: These grants are provided o State agencies for family
planaing services including contraceptive services, infertility services and special services to adoles-
cents. ;

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

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

WIB — Warkforce Investment Board: A body to be created at the Federal level which would be
responsible for serving as 8 "Board of Directors” for workforee development programs in a labor
market. The Workforce Investment Board would provide policy oversight and strategic planning for
Department of Labor-funded and other training programs in an area. The majority of the Workforce
Investment Board would be composed of employers, bui the boards would also be required to have
labor, public sector and community representation. The WIB is intended 10 subsume the Private
Industry Council at the local level (although a PIC that met the criteria could become the Workforce
Investment Board). '

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

AFDC Program uwnder Current Law

The Aid to Families with Dependent Children (AFDC) program was gnacted a3 Title IV of the Soctal
Security Act of 1933, Itz primary goal IS to provide cash assistance to children in need of economic
support due to the death, continued absence or incapacity of the primary wage earner (typically the
child’s father). AFDC provided benefits to & monthly average of 4.8 million families (13.6 million
persons) in fiscal year 1992, This includes 322,000 families in the AFDC-Unemployed Parents
{AFDC-UP) program. The total AFDC caseload represents 5.0 percent of the total regident U.S.
population. Two-thirds (9.2 million} of AFDC recipients each month are children,

AFDC benefits totaled $22.2 billion in 1992, Total AFDC monthly benefits averaged $38% per
month, per family, but benefits vary widely across States, In Januvary 1993, the maximum monthly
AFDC benefit for a family of three with no countable income ranged from $120 in Mississippi o
$£923 in Alaska. In real dollars, the average monthly benefit per AFDC family has declined from
$644 in 1970 to 5388 int 1992, a 40 percent reduction, attributable mostly 1o inflation rather than
reductions in nominal benefit levels. The Federal government’s share of total benefit expenditures
was $12.2 billion ins 1992, and $10.0 billion was paid by the States. Total administrative costs,
shared equally between the Federal government and the States, were $2.7 hillion in 1992, Overall,
the Federal government pays roughly 55 percent of total AFDC benefit costs and 50 percent of
administrative cc_zsi’.s,

The Family Support Act of 1988 created the Job Opportunities and Basic Skills JOBS) program to
provide education, training, and employment-related services to AFDC recipients to promote self-
sufficiency. To the extent resources are available, all non-exempt recipients are required to
participate in JOBS activities. Exemption categories include most children, those who are employed
30 or more hours per week, those who are ill, incapacitated, or of advanced age, women in their
second trimester of pregnancy, and those who are caring for a young child, or caring for an ill or
incapacitated family member. Federal matching to States for JOBS program costs is available a3 a
..capped entitlement limited to $1.1 billion in fiscal year 1994, The matching rates vary between 50
percent and 90 percent, depending on the type of costs being reimbursed.

Most AFDC families are eligible for and participate in the food stamp progear, which provides an
important in-kind. supplement to cash assiztance, While participation rates varied among States, 86,2
percent of AFDC households also received food stamp benefils in fiscal year 1992, AFDC benefits
are counted when determining food stamp benefit amounts; one dollar of AFDIC reduces food stamps
by 30 cents. Additionally, alt AFDC families are eligible for Medicaid caverags, and unier the
provisions of the Family Support Act, all families who leave AFDC due to increased earnings or
hours of work are eligible for one year of transitional Medicaid coverage.

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

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

While the number of AFDC recipients remained refatively constant between 1975 and 1988, AFDC
caseloads rose shacply during the early 1990s. The monthly average of 13.6 million recipients in
1997 represented 2 2.1 million increase since 1990, According w0 2 recent Congressional Budget
Office study, the primary reasons for the sharp increase in the AFDC caseload between late 1989 and
1992 are the growth in the number of female-headed families, especially those headad by women who
never married, the recession and the weak sconomy,

"The vast majority of AFDC families are headed by a single female.  Among single female-headed
AFDC households, the proportion of AFDC mothers who have never been married has significanty
increased, although the proportion of divorced AFDC mothers still remaing sizable, The AFDRC
caseload Is racially and ethnically diverse. Thirty-ning percent of AFDC family cascheads are
African-American, 38.1 percent are white, 17.4 percent are Hispanic, 2.8 percent are Asian, 1.3
percent are Native American, and 1.6 percent are of another race or ethaicity.

The average AFDC family is small. In 1991, 72.3 percent of AFDC families had 2 or fewer
children, and 42.2 percent had only one child. Ounly 2 small proportion of AFDC families ~ 1.1
percent — have four or morg children. The average family size of an AFDC family has also become
smaller over time, from 4.0 in 1960 10 2.9 in 1992, Over two-thirds of AFDC recipients are
children, In 1991, almost one-half of AFDC children were under six years of age; 24.8 percent were
under age 3, and 21.4 percent were between ages 3 and 5, One<third (32.6) of AFDC children were
aged 6 to 11, and 21.4 percent were age 12 or over.

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