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unsubsdized IDAs will dso be permitted for qudified indivduds ru>t involved in a demonstrmion. 
Currem recipiems (and applicams widi established IDAs) for both die AFDC and Food Stamp 
programs can establish IDAs and have their savings emd imerest excluded. Stmes. m their option, 
codd pursue this approach to promoting self-sqfficiency. 

Spgcificatipns 

1. Nationd Unsubsidized IDA Program 

(a) At Sute option, dlow IDAs to be established by Federdly insured financid instittitions to be 
used exclusively to pay for post-secondary education or training expenses, first-home 
purchases, or business capitdization where there is a qudified plan. Effeaive October 1, 
1996. 

(b) Recipients of Food Stamps and AFDC are digible for participation in the IDA program. 
Individuds odierwise eligible foc the Eamed Income Tax Credit shdl be permitted to esublish 
IDAs, but some restriaions apply (speclficdly see provision Ov) below). 

(i) Annud contributions shdl not exceed the lesser of $1,000 or 100% of dl income, 
excluding public assistance, widi a totd account limit of $10,000 per famUy. 

(ii) The totd amount in an IDA shdl not exceed $10,000. 

(iii) If the accounts are established whUe a family is on AFDC or Food Stamps, the IDA 
account bdance wUI not count against a family's resource limits, FamUies who leave 
the rolls after opening an account can continue the account. If the famUy re-applies 
for AFDC or Food Stamps at a later date, their IDA savings and interest, up to 
$10,000, are exduded. 

(iv> . If an IDA-eligible individud establishes an IDA whUe not receiving AFDC or Food 
Stamps (for example, upon receiving an EFFC payment under the subsidized IDA 
demonstration) and subsequendy applies for assistance to either program, the amount 
in the IDA shdl be applied against the resource limits for purposes of ddermining 
eligibility. 

(c) Funds in an IDA account are tax defened untU wididrawn. 

(d) The pendty for a withdpwd from an unsubsidized IDA for purposes odier than those 
specified wUl be 10 percent of the amount withdrawn that is includable in income. 

2. Subsidized Individud Devdopment Account fIDA'> Demonstration 

(a) Amend die tax laws to dlow Sutes, locdities, and community devdopment financid 
institutions to apply to receive grants to operate 6-year IDA demonstration projects. Projea 
grants will be awarded by the Community Development Bank and Financid Institutions Fund 
on a competitive basis and must be renewed annudly. Autiiorized levels are $10 million in 
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fiscd year 1997 and 2002 and $20 nullion for fiscd years 1998 - 2001. Effeaive October 1, 
1996. 

(i) $500 in initid financid assistance wUI be placed into accounts established for projea 
participants who establish IDAs so banks are wUling to sd up the accounts. In 
addition, participant contributions may be subsidized in amounts ranging from $.50 to 
$4 for each $1 deposited, not to exceed $2,500. Totd individud IDA amounts may 
not exceed $10,000. 

(ii) Eligible participants are households widi: d least one member digible for EFTC, an 
adjusted gross income not in excess of $18,000, and a nd worth not in excess of 
$20,000. 

(iii) Grantees wUl mainUin a reserve fiind to be sped on assisting participants in achieving 
self-sufficiency, administering the projed, and to colled evdudion information. 

(iv) Grantees must submit aimud reports on the progress of their projed. 

(v) The Fund wUl contraa for an independent evduation of individud demonstration 
projects describing projea features, assessing levels of self-sufficiency and benefit 
reduaion achieved, levels of assets accumulated, and their effects. 

(vi) The pendty for a non-designated withdrawd from a subsidized IDA wUI be die totd 
amount of the subsidy and 10 percent of the individud's contribution of the amount 
withdrawn. 

3. Sdf-Emplovment/Microenterorise Demonstrdion 

(a) Through a memorandum of understanding, HHS and SBA wUI jointiy develop and administer 
a mmimum 5-year, self-employment/microenterprise demonstirdion program. Consulution 
witb Agriculture, HUD and Labor is dso required. Participants must be persons widi incomes 
bdow 130 percent of poverty or persons participding in JOBS, WORK or AFDC-ody, widi 
die percenuge of welfare recipients to be established by tbe agencies. Locd intermediaries 

. (organizations or consortium of organizations) wUI apply to enter into agreements to 
demonstrate the program. Authorized amounts shdl be $4 mUlion for fiscd years 97 and 02 
and $8 mUlion for fiscd years 1998 - 2001. Effeaive October 1, 1996. 

(i) HHS and SBA, in consultation with public and private organizations, wUI identify 
promising program models cunentiy used to provide self-employment and rdded 
services to low-income individuds and design a demonstration to evduate, using a 
randomized experimentd design, d least two types of models with contrasting levels 
of technicd assistance. The agencies may fund up to five other projects with designs 
that do not lend themselves to a randomized experiment. 

(ii) HHS and SBA may provide technicd assistance, grants, loan guarantees and loans to 
intermediaries. 
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(iii) In seleaing intermediaries, SBA and HHS wUI take into consideration the applicant's 
record of success, program design, capacity and odier criteria. 

(iv) Intermediaries must have contracts widi the locd JOBS agency such did JOBS and 
WORK program fiinds wUI be used to provide supportive services including training 
and technicd assistance for participants who are wdfare recipients. 

(v) Preliminary and find effectiveness evduation repotti togedier widi recommendations 
must be submitted to the President and Congress. A report on baniers is dso 
required. The evdudion study shdl take into considerdion increase in self-
sufficiency, reduced costs of public support, number of businesses and jobs creded, 
cost-effeaiveness, and program effeaiveness. Early and regular feedback to the 
participating intermediaries is dso specified. 

4. Other Legislative Changes 

(a) The Socid Security Ad and the Food Stamp Aa wUl be amended, as appropriate, to comport 
witii the changes in the tax laws. In addition, amendments wUI be drafted to include the 
following provisions: 

(i) Lump sum income: Non-recuning lump sum income wUI not be counted for resource 
purposes in the mondi of receipt or the following month if put in an IDA. 

(ii) The totd exclusion for an AFDC assistance unit or Food Stamp household is $10,000. 

Rational? 

IDAs ard other set-asdes provMe welfare recipiems the opportunity to be entrepreneurs in the privme 
seaor and.QCQim\dme savings for specific purposes. This approach promotes self-sufficiency by 
empowering them to start their own businesses and encouraging them to save money they eam to 
build for their future. Additiondly. the money saved in IDAs might be used by participams for 
educmiond cmd trdning purposes, thus savir^g locd program resources. 

(C) ' Microenterprise (Self-Employment) 

Cunent Law 

Resource Exclusions 

Under Federd AFDC policy, except for red property. Stmes may disregard for AFDC purposes 
income-producing property (as defined by the Stme) of self-employed indivduds. Stmes may dso 
disregard income-producing property owned by a recipiem who is not curremly employed, bm who the 
Stme reasonably expeas to retum to work. Federd regdmions m 45 CFR 233.30(a)(3)(xx0 require 
thm Stmes disregard, for AFDC purposes, bona fide loans from any source for any purpose thm meet 
the criteria set om in the Stme Plan. 
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Seaion S(g)(2) of die Food Stamp Aa and bnplementUig regdations m 7 CFR 273.8(e)(4), (5). (6). 
(9). (15) and (16) exclude 'property which annudly produces income consistem wUh Us fair market 
vdue; property which is essemial to the self-employmem of a household member; Instdlmem comraas 
for the sde of lands and buddings, if the comraa ... ts producing income consistem wUh faU market 
vdue; resources., of. self-employed persons, which has been prormed as income;' non-liqud assets 
wUh liens resdting from business loans; emd red or persond property thm is needed for maimenance 
of certain vehides. 

Spgcificatipns 

(a) Amend the Socid Security and Food Stamp Acts to give the respeaive Secretaries the 
authority to specify in regulations exclusions necessary for sdf-employment. Require that 
these regulations be prepared jointiy and demonstrate consistency between tbe two programs. 

(b) Amend the Food Stamp Ad to exclude business loans from resources. 

Rationde 

(Currem AFDC policy does not permU fimds necessary for the operation of a tdcroemerprise to be 
excluded separmely from the generd $1,000 resource lUnU. This resttiawn discourages recipiems 
from establishing smdl businesses. By exparding the tdcroemerprise resource exclusions, 
microemerprise owners wUl be able to set asde sufficiem liquid resources to operme the business. 

2. INCOME ISSUES 

Vision 

Federd lam.or ndes frequemly disregard a part or the totd income of applicams and recipiems in 
determining .eligibility and benefUs for assistance programs. Often, die same income is tremed 
differemly in the AFDC and Food Stamp programs. Such differences are incomprehens'd?le to 
recipiems and difficdt to aelminister. 

¥ 

Our god is to adopt uniform equited)le Income disregard policies for the AFDC and Food Stamp 
programs which are easy to understand. sUnple to aelminister and promote work emd educmion. 

1. Treatment of Lump Sum Income 

Cunent Law 

Under Seaion 402(a)(17) of the Socid Security Aa. non-recurring lump sum income is consdered to 
be available to meet an AFDC family's currem and fiiture needs. If tiie assistance unU's coumable 
Income, because of receipt of lump sum income, exceeds the applicable Stme need standard, die unU 
is ineligible for a period determined by divding the totd coumable Income Cmduding the lump sum) 
by the need standard. 
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The Food Stamp Aa, m 5(d)(8), excludes from Uuome non-recuning lump sum paymems. Such 
amoums, if not spem in the momh received, are tremed as resources. 

Specifications 

For applicants and recipients: 

(a) Amend section 402(a)(17) of die Socid Security Ad (SSA) to exdude non-recuning lump 
sum payments from income. 

(b) Amend bodi die SSA and FSA to disregard as resources, for one year from die date of 
receipt, non-recuning lump sum payments thd are reimbursements or advanced payments. 

(c) Amend bodi die SSA and die Food Stamp Aa (FSA) to disregard die amount of any Federd 
or Sute EFFC lump sum payments as resources for one year from receipt. 

Rationale 

Lump sum paymems are tremed completely differemly in the two programs. Consderable 
simplificmion for both the cliems and workers can be adUeved if the policies are consistem. Also, 
currem AFDC policy can resdt in hardship for families since diey are supposed to conserve die 
paymems to meet fmure living expenses rmher than to cover debts and other costs. 

2. Treatment of Educationd Assistance 

Cunent Law 

Severd laws address the treatmem of educmiond assistance for AFDC. Any educationd assistance 
provded under programs in tUle IV of the Higher Educmion Aa or the Bureau of Indian Affairs must 
be disregarded (P.L. 102-325, sec. 479B). A Stme must disregard paymems made for attendance 
costs under the Carl D. Perkins Vocmiond and Applied Technology Educmion Aa (P.L. 101-392, 
sec. 507(a). Under AFDC rdes, the Statfi must disregard educmiond loans and grams thm are 
obtained and used for direa educmiond expenses, such as tuition and books (233.2O(a)(3)0v)(B). 
(Any of the educmiond assistance covering Uems in the Stme's need standard is coumed as income.) 
Also, Stmes may disregard dl educmiond assistance eis complememary assistance thm is for a 
differem purpose than AFDC (233.20(a)(3)(vii)(a)). 

Portions of income received imder the Job Training Partnership Aa and the Higher Education Aa are 
disregarded in the Food Stamp program. By regdmion, such educmiond assistance provded on 
behdf of the household for living expenses, food, or dothing to the extem duu the fimds exceed the 
costs of tuition and mandmory fees are coumed as income. (7 CF^ 273.9(c)(l)(v); 273(c)(3); 
273(c)(4); 273.9(c)(5)C0(D); and 373.9((c)(10)(xi). 

Specifications 

(a) Amend the Socid Security Aa and Food Stamp Aa to totdly disregard dl educationd 
assistance received by applicants and recipients. 
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3. Earnings of Sttidents 

Cunent Law 

For a dependem child receivint AFDC, die eamed Uu:ome of a fidl-time or part-time studem (not 
employed fdl-tUne) attending a school, college, or universUy. or a course of vocationd or techmcd 
training designed to fit hUnfor gairfd employmem is disregarded (402(a)(8)(A) of die Socwl Security 
Aa). At Stme option, die eamed Uu:ome of a dependem chUd OBplmifor AFDC may dso generdly 
be disregarded. The earmngs of minor parems attending school are not exduded. 

Effeaive September. 1994. die Food Stamp program Mill exclude die earmngs ofelememary or high 
schod sttdems age 21 and under (FSA 5(d)(5); 7 CFR 273.9(c)(7). 

Specifications 

(a) Amend die Socid Security and Food Stamp Acts to conform Food Stamps to AFDC policy 
and limit die disregards to elementary and secondary students up to age 19. 

4. Tnegular Income 

Cunent Law 

No stmmory provisions address irregdar income for AFDC. Rdes permU Stmes to disregard smdl. 
nonrecurring gifts not to exceed $30 per individual per quarter (233.20(a)(3)0v)(F). 

The Food Stamp Aa (Sec. 5(d)(2)) requires die exclusion of income of $30 or less in a quarter per 
household received too infrequemly or irregdarly to be amicipmed. The exclusion does not apply 
under retrospeaive budgeting. 

Specifications 

(a) Amend die Food Stamp Aa to confbrm to AFDC rules to exclude inconsequentid income not 
, in excess $30 per individud per quarter. 

5. Treatment of JTPA Income 

Cunent Law 

For AFDC. die income of a dependem child which is derived from participation in a JTPA program 
may be disregarded. Eamed Uicome may be disregard for a period up to stt momhs per cdendar 
year. Unearned income may be disregarded UdefinUely (section 402(a) (8) (A) (v) of die SSA). 

Under Food Stamps, training dlowances from vocmiond and rehabUUmion programs and JTPA 
earnings are excluded, except income from on-the-job trdmng programs under section 204(5) of title 
II. AU OJT income of indivduds under age 19 and under paremd control is excluded. (7 CFR 
273.90))((l)0i0 md (v); 273.9(c)(10(v) 
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Specifications 

(a) Amend die Socid Security and die Food Stamp Acts to disregard as income dl training 
stipends and dlowances received by a chUd or adult from any program, induding JTPA. 

(b) Eliminate targeted earned income disregards so did die eamed income from any on-die-job 
training programs or from a job wUI be counted after die generd eamed income disregards 
are deduaed. 

6. Supplementd Payments 

Cunent Law 

Section 402(a)(28) of the Socid Security Aa requires dwse Stmes duit dedua Uu:ome from die need 
rmher than the paymem standard (fill-the-gap) now and in Jdy of 1975 to provde a supplememal 
paymem to families who have less disposable income because chUd support is pad to the child 
support agency instead of direaly to the family. 

Food Stamps - No such provision exists in the Food Stamp program. 

Specifications 

(a) Amend die Socid Security Aa to remove diis provision. 

7. Treatment of In-kind Income 

Cunent Law 

AFDC rdes require eamed in-kind income to be coumed. As a matter of policy, Stmes may disregard 
any unearned in-kind income. If die Stme eleas to coum unearned Ui-kind income, die amoum 
coumed is lunited to the vdue of the Uem in the Stme's need standard. 

¥ 

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excluded. (FSA 
5(d)(1); 7 CFR 273.9(c)(1)) 

Specifications 

(a) Amend die Socid Security Ad to require Stdes to disregard bodi eamed and uneamed in-kind 
income. 

8. Treatment of Nationd and Community Service Art Benefits 

Cunent Law 

No stmmory provision excludes, for purposes of the AFDC program, dlowances, stipends and 
educmiond awards received by participams in a Nationd Service program established under the 
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Nmiond and Community Service Aa of 1990, as amended by die Nationd and Community Service 
Trust Aa of 1993. 

The Food Stamp program wUl exclude from Uicome Nmwnd Service program benefits. The Nmiond 
and CommunUy Service Aa, as amended, specifies duit die exduswn Ui seawn 1420)) of the Job 
Traimng Partnership Aa (JTPA) applies to Nmiond Service program benefUs. Section 1420)) of die 
JTPA provdes thm paymems wUl not be consdered as Uicome for purposes ofUu:ome transfer and in-
kind adfiimished under any Federd or federdly assisted program based on need, other tium Socid 
Security Aa programs. 

.Specifications 

(a) Amend sedion 402(a)(8)(A) of die Socid Security Ad to disregard from die income of a 
family dlowances, stipends and educationd awards received by volunteers participating in a 
Nationd Service Program under die Ndiond and Community Service Aa of 1990, as 
amended by the Nationd and Community Service Trust Ad of 1993. 

3. FILING UNIT 

Under currem law, the AFDC filing unU must consist of a needy deprived child. Us nattird or 
adoptive parem(s), and dl nattird and adoptive brothers and sisters Oncluding hdf brothers and 
sisters) who are living together. The unit's income and resources are used to determine eligibility and 
the amoum of paymem. A stepparem Is tt-emed die same as a nattad or adoptive parem for filing 
unU purposes in seven Stmes (Nebraska. New Hampshire. Oregon. Somh Dakota. Utah, Vermom. and 
Washington). These Stmes have laws of generd applicability which hold the stepparem responsible 
for the children to the same extem as a nmurd or adoptive parem. In dl other Stmes. the 
stepparem's needs are not included in the unU and his/her income, after certain disregards, are 
consdered available to the unU members. 

If there is no parem in the home, then another non-legdly responsUile relative with whom die child is 
living may, m his/her option. Join tiie uni^ and be assisted. Additiondly, Stmes may exercise the 
option of including other Udivdud(s) living in die home as an essemid person(s). The essemid 
person's income and resources are used to determine eligibUity and amount of paymem. 

Certain parems and siblings are excluded from die unU: Ulegd and sponsored diens, recipiems of 
SSI, foster chUdren, and indivduds Uieligible due to lump sum Uicome. 

1. UP Provisions 

Cunent Law 

The Socid Security Aa m seaion 407(a) and 4070>) lunUs AFDC digWility for two-parem fandies to 
those where die principd wage earner is unemployed, and has worked sue of the last 13 quarters. 
'Unemployed' is defined in regdmions as worldng less dum 100 hours Ui a momh. 

Specifications 
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(a) Allow States, at their option, to modify, reduce, or diminate any of die specid digibUity 
requirements for two-parent famUies (e.g., die 100-hour rule, 30 day unemployment 
requirement, die work history test, dc) for bodi applicants and/or recipients. For Sutes diat 
ded to mainUin a 100 hour rule (or a modified hour rule), WORK program participation 
would not count towards this rule. 

(b) Remove die sunsd provision did dlows for die termindion of AFDC-UP in 1998 and make it 
a permanent program. 

(c) The effeaive date for the above provisions shdl be October 1, 1996. 

Rationde 

Some of the argumemsfor removing die additiond eligibUity requiremems are thm elUninming them 
wodd: 

remove the AFDC marriage pendty in which single-parem families have easier access to 
benefits than married couples; 

Unprove horizomd equity by treming disadvamaged children the same Urespeaive of whether 
they live with one or two parems; 

encourage work, as the currem rde lUniting labor market attachmem wodd be incongruous in 
a new n-ansitiond welfare program thm emphasizes work; and, 

dso enhance the simplicity of the system. 

Findly, a number of Stmes have sought waivers Ui diis area. 

2. Essentid Person Provision 

Cunent Law 

The 'Socid Security Aa m seaion 402(a)C7) and die Unplememing regdmion m 45 CFR 
233.20(a)(2)(vi) permU Stmes, m dieU option, to Uiclude Ui die AFDC gram benefits for essemid 
persons. Such indivduds are not eligible for AFDC Ui dieir ovm right, bm their needs are taken Uao 
accoum in detennining the benefits payable to die AFDC family because diey are consdered essemid 
to the well-being of an AFDC recipiem in die family. Twenty-two Stmes curremly include die option 
as part of their respeaive Stme plans. 

Specifications 

(a) Limit die kinds of individuds diat a Stde may identify as essentid to individuds providing d 
least one of the following benefits or services to the AFDC family: 
(1) chUd care which enables a caretaker relative to work full or part-time outside die 

home; 
(2) care for an incapaciuted AFDC family member in the home; 
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(3) chUd care that enables a caretaker rdative to attend high school or GED classes on a 
fill! or part-time basis; 

(4) child care tfaat enables a caretaker reldive to participate in JOBS; and 
(5) chUd care thd enables a caretaker rdative to receive training on a full or part-time 

basis. 

Rationale 

The Socid Security Amendmems of 1967 provded a specific statmory base for an essemid person 
policy. This policy has two aspeas. Fust, Stmes are permUted to specify those indivduds who can 
be consdered essemid; second. Stmes must permU die AFDC family to have the find decision as to 
whether such Udivduds are Uifaa essentid. Under dus policy. Stmes are not required to demify 
tbe benefits or services thm these essemid persons must provide. 

In 1989, this policy became comemious. Based in part on an OIG review of certain Stme praaices 
the Family Support Administrmion, published find regdmions which lunited Stme amhority to 
determine categories of indivduds who codd be consdered as essemid to the family. These 
regdmions precluded Stmes from covering indivduds who dd rwt provde em essemid benefit or 
service to the family. (Ihe permissible cmegorles are the five shown in option 2 above.) However, in 
1990 the distria court for the Eastern Distt-ia of Pennsylvania in Vance v. Sullivan and the distria 
court for the Distria of Maine in McKennev v. Sullivan held duit these regdmory lUnitmions confiia 
with seaion 402(a)C7)(A) of the Socid Security Aa. The courts imerpreted this seaion as provding 
Stmes with the amhority to demify in their Stme plans the cmegorles of indivduds who may be 
recognized as essemid persons. These Judicid decisions were not appeded. Consequemly, the 
Departmem revoked the 1989 regdmions and reinstmed the prwr policy. In order to rmiondize the 
use of the essemid person policy, a stmmory amendmem to seaion 402(a)C7)(Af is necessary. 

3. Stepparent Deeming 

Cunent Law 

Seaion 402(a)(31) of the Socid Security Art requires thm die income of an AFDC dependem child's 
steppftrem who lives in the same home as the child is coumed in the momhly determinmion of 
eligibility ard the amoum of assistance. The statme dso requires thm the following disregards wiU 
be applied in determining the amoum of the stepparem's coumable Income: 

• The first $90 of the stepparem's gross eamed income; 

• An additiond amoum for the support of the stepparem and other indivduds who live in the 
home, who are rwt in the assistance unit, and who the stepparem claims as dependems for 
Federd income tax purposes. This disregard must equd the Stme's need standard amoum for 
a family group of the same composUion as the stepparem and the other indivduds not in the 
assistance unit; 

• Alimony cmd child support paymems to indivduds rwt living in the household; and 
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• Amoums actudly pad by the stepparem to Udividuds not livUig Ui die home bm who he or 
she claims as dependems for Federd income tax purposes. 

Specification 

(a) Amend die Socid Security Ad to give States die flexibUity to increase die amount of die 
stepparent disregards. This provision shdl be effective October 1, 1995. 

Rationde 

Allowing the disregards to be Uureased provdes Uuxntivesfor AFDC recipiems to marry to Unprove 
tiie swbUity ofthefamUy, and provdes an Uu:entivefor stepparems to increase dieir eamings. 

4. OPTIONAL RETROSPECTIVE BUDGETING 

Cunent Law 

For the AFDC program, the Socid Security Aa permits Stmes to use rett-ospeaive budgeting ody for 
the cmegorles of families required to momdy report. The Food Stamp Aa permits Stmes to 
retrospeaively budget cases that are not required to momdy report. 

Specifications 

(a) Amend die Socid Security Aa at seaion 402(a)(13) to ddete die dause "but ody widi 
respea to any one or more categories of famUies required to report mondily to die Sute 
agency pursuant to paragraph (14),". This technicd amendment wUl make rett-ospeaive 
budgeting optiond for Sutes widiout regard to whedier famUies are required to mondily 
report. 

Rationale 
¥ 

Allowing Stmes to use retrospeaive budgeting withom requiring cases to momdy report wiU foster 
consistency between die AFDC and Food Stamp programs, and wUl give Stmes gremer flexU>ility to 
administer their programs. 

5, MISCELLANEOUS ADMINISTRATIVE PROVISIONS 

1. Underpayments 

Cunent Law and Policv 

Seaion 402(a)C22) of the Socid Security Aa reqdres Stme agencies to promptly take dl necessary 
steps to correa any underpaymem. Regdmions m 45 CFR 233.20(a)(13) lUnU die issuance of 
underpaymems fl>oth agency and cliem caused) to currem recipiems and former recipiems who wodd 
be curremly eligible if the error causing the underpaymem had not occurred. As a resdt oflUigmion, 
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program policy dso permUs Stmes to issue underpaymems to former recipiems who wodd no longer 
be curremly eligU)le. The amoum of the underpaymem is not lUnUed by the number of eligible momhs 
covered. 

Section ll(e)(ll) of die Food Stamp Aa provides duit beneflts are to be restored to a househoM 
requesting them if the benefits have been 'wrongfidly demed or terminmed.' The period for which 
benefits are restored is lUmted to one year prior to die dme the Stme agency either receives a request 
for restoration from the househoU or otherwise learns thm a loss to the household occurred. The 
Food Stamp rde (7 CFR 27i.77; dso proldbUs die Stme agency from restoring benefits for a perwd 
longer dum 12 momhs. The rde requires duit benefits be restored even if die household is curremly 
ineligible. 

Vision 

7b provde cliems with a rationd and consistem policy in the processing of underpaymems. 

Specifications 

(a) Amend section 402(a)(22) of die Socid Security Aa to conform to Food Stamp law by 
requiring the issuance of agency caused underpayments to cunent and former recipients for a 
period not in excess of 12 mondis from the date that the agency learns about die 
underpayment. 

Rationde 

Since cliems are responsible for reporting changes in cUcumstances thm affea eligibility and benefits, 
a 12-momh lUnU on restoring lost benefits due to agency error reinforces positive behavior. The 
change dso achieves consistency between the AFDC and Food Stamp underpaymem policies. 

2. Recovery of Overpayments Through Federd Tax Intercept 

Current Law ' 
0 

Seaion 402(a)(22) of the Socid Security Aa requires, as a cordUion for cud and services to needy 
families wUh chUdren, a Stme plan which must provde thm a Stme agency wUl promptly take dl 
necessary steps to correa any overpaymem to any individud who is no longer receiving ad under the 
plan. Recovery shdl be made by approprime aaion under Stme law against the income or resources 
of the indivdud or tiie family. 

Vision 

To dlow Stme agencies to recover AFDC program overpaymems through the use of a tax imercept 
program in coordinmion with the IRS. A 50% mmch rme to cover admimstrmive costs wiU be 
provded. 

Specifications 
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(a) Amend seaion 402(a)(22)(b) of die Socid Security Aa to permit Sute agencies to coordinde 
witii die IRS to intercept Federd Income Tax Rettims for die collection of outstanding AFDC 
overpayments, provided diey pursue odier means of collection under Stde law prior to using 
the Federd tax intercept program. The tax intercept recovery method would ody be used to 
recover overpayments made to individuds who are no longer receiving dd under the plan. 

(b) The administrative costs would have a 50% Federd mdch rde for Sute expenses. 

Rationde 

Curremly Stmes have the amhority to intercept Stme tax refimds bm are unable to do so if the 
overpad indivdud moves to another Stme. A Federd system wodd dlow Stmes to collea from 
indivduds, regmdless of dieir Stme of resdence. FNS has been running an IRS tax intercept 
program as a demonstrmion projea since 1992. The program has proved to be very effeaive in 
colleaing omstanding overpaymems, so much so dim FNS has expanded the demonstrmion every year 
to include more Stmes. A 50% mmch for administrmive costs supports the Administrmion's 
philosophy thm the administt-mion of the AFDC program shodd be an equd Federd/Stme 
partnership. 

3. Administrative Cost Structuring for Certain Socid Services 

Cunent Law 

Seaion 402(a)(15) of the Socid Security Aa provdes for certain services to be offered and provded 
promptly (direaly or under arrangemems wUh others) to dl indivduds volumarily requesting such 
services. Services wiU be volumary and shdl not prerequisUe to eligibility. This is to be provded to 
each approprime relmive and dependem child receiving ad and for each approprime indivdud 
Oiving in the same home as a relmive and child receiving ad) whose needs ewe taken imo accoum in 
making the eligibility determinmion. 

Vision 
¥ 

Seaion 403(a)(3) indicmes thm administrmive costs of such services are not mmched m 50 percem if 
the Stme includes family planning services under dieir Title XX Socid Services Block Gram Program. 
This policy wodd be amended to dlow for adndiustrmive mmching. 

Specifications 

(a) Change Section 403(a)(3), to dlow a 50 percent mdch for such services if diey are provided 
under Titie XX. 

4. Dedaration of Citizenship and Alienage 

Current Law 

Seaion 1137(d) of the Aa requires, as a condition of eligibility for assistance, a declarmion in 
wrUing by the indivdud (or, in the case of an indivdud who is a child, by another on his/her behdf) 
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under pendty of perjury, stating whether or rwt the indivdud is a citizen or nmiond of the Umted 
Stmes, and, if such individud is not a citizen or nationd of the Umted Stmes, whether he/she is in a 
smisfaaory immigrmion status. 

Vision 

To bring die AFDC program imo dignmem wUh Food Stamps by dlowing one addt member of an 
applicam assistance unU to sign the declaration of citizenship or dien status for dl members of the 
unit. 

Specifications 

(a) Amend die Socid Security Ad by revising seaion 1137(d)(1)(A) as follows: 

(1)(A) The Sute shdl require, as a condition of an individud's eligibUity for benefits under 
any program listed in subseaion (b), a declaration m writing by the individud (or, m 
the case of an individud who is a chUd or a second parent in a two-parent unit, by 
another on the individud's behdO, under pendty of perjury, suting whedier or not 
die individud is a citizen or nationd of die United Sutes, and, if tiiat individud is not 
a citizen or nationd of the United Sutes, that the individud is in satisfaaory 
immigration sUtus. 

Rationale 

The currem requiremem is administrmively burdensome as U requires each addt in the AFDC unU to 
sign a separme declarmion. This proposd wUl dlow the addt payee or principd earner in em 
assistance unU to declare on behdf of his/her second parem and children, thereby sUnplifying the 
application and redeterminmion process. This proposd wodd dso provide consistency with Food 
Stamps. 

6. TERRITORIES 
¥ 

Cunent Law 

Seaion 1108 of the Socid Security Aa permits the territories O e., Guam, Puerto Rico, and the 
Virgin Islands) to operme the AABD cmd AFDC programs; American Samoa is ody amhorized to 
operme em AFDC program. Funding for Chid Care and TransUiond Child Care is provided for 
under the JOBS lUnU of emUlemem. If die territory eleas to operme diese programs, U must dso 
have a title IV-E or Foster Care program. The territory must adhere to die same eligibility and 
paymem requiremems as the Stmes. The Federd governmem mmches 75 percem of costs; however, 
fimding for the territories is capped. The caps are $82 mUlion for Puerto Rico, $3.8 million for 
Guam, and $2.8 mUlion for the VUrgin Islands. Between 1979 and die presem, the caps were 
increased once, by rougdy 13 percem. 

123 



Waifan Rafara » a n f « t i « a tea 14, 1994 

Vision 

To creme redistic fimdmg levels for the territories thm are reflective of die currem economy and 
caseload. A mechanism thm wUl provide occasiond adjusttnems in fimding levels wUl be developed 
to replace die currem burdensome mediod of petitwmng Congress for adjustmems. AddUiondly, 
Territories will have the option to operme a tUne-lUruted system and a WORK program (see 
specifications under JOBS, TIME LodTTS, AND WORK SECTION) bm wUl not be reqdred to do so. 

Specifications 

(a) Continue to require die tenitories to operde die AABD, AFDC (induding JOBS supportive 
services) and Foster Care programs. Amend sedion 1108 of the Socid Security Aa to 
increase tfae caps by an additiond 25 percent and create a mechanism for indexing. The 
effective date shdl be October 1, 1996. 

(b) At-Risk chUd care wUl not be applied against the cap. 

(c) The tenitories would not be required to operate AFDC-UP programs (effeaive upon 
enactment of this act). 

(d) The cap shdl be adjusted reguldry, according to changes in die CPI. 

Rationale 

77i^ number of public assistance programs funded under the currem caps, coupled wUh ody one 
adjustmem to these caps in 15 years, has seriously lUnUed the tenitories' abUUies to provde. let 
done increase benefits. Benefit paymems above the cap are financed 100 percem by the territories, 
resdting in situmions such as Guam's where the Federd share is rougdy 40 percem. Puerto Rico 
reports thm, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units. 
Further, beginning Oaober, 1994, Puerto Rico wUl be required to extend eligibility to two-parem 
families. Puerto Rico estUnmes thm an additiond 40,000 families wiU be eligible for AFDC due to 
this provision. If mmch rmes were detemuned by formda, as tiiey are in tiie Stmes, the territories 
wodd be eligible for higher mmch rmes. Increasing the caps and provding a mechanism for efficiem 
adjustmems to those caps wiU rwt ody cominue to give territories the amhority to operme public 
assistance programs bm adequme means to do so as well. 

B. REGULATORY REVISIONS 

1. Automobile Resource Limit 

Cunent Requirements 

The Socid Security Aa provides for the exclusion of so much of a family member's ownership imerest 
in one amomobile as prescribed by the Secretary. Thm exclusion is set by regdmion m $1500 equity 
vdue (or a lower lUnU set by the Stme) In one vehicle vnth emy excess equity vdue coumed toward 
the $1,000 AFDC resource lUnit. 

124 



Waifan Rafn lp«ifKaltei tea 14, 1994 

The Food Stamp Aa provdes for tiie totd exdusion of vehicles thm are used over 50 percem of die 
tune for income-produdng purposes; annudly producing income consistem with tiieU- FMV; necessary 
for long distance travel for work (odier than daUy commute); used as the household's home; or 
needed to n-ansport a physlcdly disabled househod member. For the following vehicles, tiie amoum 
of die FMV over $4,500 is coumed as a resource: one per household (regardless of use); and vehicles 
used for work, trdmng or education to prepare for work in accordance wUhfood stamp employmem 
and tt-aining requiremems. For dl odier vehicles, die FMV over $4,500 or die equity vdue, 
whichever is more, is coumed eis a resource. 

Vision 

Reliable transportation wUl be essemid to achieving self-sufficiency for many recipiems in a time-
limited program. Because a dependable vehicle is Unportant to indivduds in finding and keeping a 
job, particdarly for dwse in areas wUhom adequme public transportation, both the AFDC and the 
Food Stamp programs need a conforming amomobUe resource policy thm supports acquiring reliable 
vehicles. This proposd wodd sUnplify die amomobile resource policy by corforming the program 
rdes emd reducing the unnecessary complexity and corfusion for program administrmors in both 
programs. 

Regulatory Specifications 

(a) Exercise Secretarid audiority and amend the regulations to increase the AFDC automobile 
limit to $3,500 equity vdue, and subsequendy index for inflation. 

Rationale 

This proposd is a first step towards bringing a level of conformity between the two programs thm 
wodd elUninate some of the administrmive complexity involved with vduing vducles under varying 
criteria emd wodd resdt in gremer effeaiveness cmd efficiency in the administrmion of both 
programs. 

2. Verification , 

Current Requirements 

Food Stamp law and regdmions include specific requiremems for verificmion and documemmion of 
informmion needed for digibUity emd benefit determinmions. Food Stamp regdmions mandme 
verificmion of mility and medicd expenses (when actud is claUned), demity, resdency (address), 
disability emd household composUion. In the AFDC program, the Aa emd regdmions do rwt address 
how verificmion is to occur bm Stme procedures have generdly conformed to the verificmion policy 
omlined in the Federd qudity comrol manud. 

Under the Food Stamp Aa (FSA) (seaions II(e)(3),(9)) and Socid Security Aa (Aa) (seaions 
402(a)C25) and 1137), income must be verified dirough die Income and EligibUUy Verification System 
(lEVS). The Stme must request wage and benefit informmion for from the Stme Wage Informmion 
Colleaion Agency, the Socid Security Admimstrmion, and the agency administering Unemploymem 
Insurance Benefits. Uneamed income informmion must be requested from the Imemd Revenue 
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Service. Both programs are dso reqdred by /aw to verify dien stattis dirough the Immigration and 
Nmurdizmion Service's Systemic Alien Verificmion for Emitlemem system. 

Both programs review die accuracy ofdigWUuy deciswns and benefit amoums dirough qudity control 
systems. wUh die imended resdt thm much Uformation is verified m applicmion and m recertification 
to avod errors. Stmes may. Ui both programs, adopt odier verificmion reqdremems. 

Vision 

Federd compmer mmching and verification reqdremems are often burdensome for both cliems and 
eligibUity staff. Even where Stmes have fiexibUUy. die emphasis on paymem accuracy and die 
potemid for fiscd qudity comrol pendties have often resdted Ui unnecessary documemmion. delays 
Ul benefits and Unproper denids and terminations. Yet, to assure the public thm their taxes are being 
spem to serve ody those in need, verificmion wUl cominue to be a criticd componem of tiie new 
system for delivering assistance to families. Stmes must be qfforded the flexibUity to sUnplify mmching 
procedures, while assuring program imegrity through minUnum standards. 

Regulatory Specifications 

(a) Exercise cunent Secretarid waiver audiority for lEVS and SAVE to give Sutes greater 
flexibility relative to die selection of dtemate sources for matching aaivities, die elimination 
of ceruin matches, die targeting of client groups for matching and follow-up verification, and 
die modification of time frames for follow-up aaion on match "hits." Amend die Federd 
regulations on lEVS and change die ACF review perspedive on SAVE (given die absence of 
regulations in tiiis area) to provide greater latittide on what can be waived and die applicable 
Sute justification. 

(b) Verification systems and time-frames for aaion wUl be induded in die Sute Plan. 

Rationale 

Stmes wiU welcome the increased flexibility^provded by diis proposd and be able to streamline their 
veriflcmion aaivities. saving tune and paperwork. At the same tune, the Stme plan approvd process 
wiU ensure adequme proteaion of cliem rights and program imegrity withom restriaing Stme 
flexibility. 
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NON-CmZENS PROVISIONS 

A. EUGIBILITY FOR NON-CITIZENS 

I. Apply a Unifomi Standard for Determining Alien Elipihilitv for Non-Citizens Under AFDC. 
Supplementd Security Income, and Medicdd 

Current Law: 

Assuming diey meet dl other eligibUity requiremems. foreign nationds resding in tiie UnUed Stmes 
must be lawfdly admitted for permanem resdence or 'permanemly resding Ui the United Stmes 
under color of law' (PRUCOL) to qudify for beneflts of die AFDC. Supplememd Security Income 
(SSI), or Medicedd programs. 

The term PRUCOL applies to certain indivduds who are neUher U.S. citizens nor diens lawfidly 
admUtedfor permanem resdence. Aliens who are PRUCOL emered the United Stmes either lawfidly 
In a stmus other than lavvfid permanem resdence or wdawfidly. PRUCOL stmus is not a speciflc 
immigrmion stmus bm rmher includes many other Unmigrmion statuses. Under the SSI statme. 
PRUCOL diens include those who hold parole stattis. The AFDC statme deflnes diens who have 
been gramed parole, refugee, or asylum status as PRUCOL. as weU as diens who had conditiond 
emry stattis prior to AprU I, 1980. The Medicad stmme uses the term PRUCOL bm provdes no 
guidance eis to the meaning of the term. 

In addition to the revisions in the regdmions refleaing the imerpretmion of seaion 1614(a)(1)(B) of 
the Socid Security Aa resdting from the court in the Berber and Sudomir decisions discussed below. 
PRUCOL stmus dso is defined in AFDC, SSl and Medicad regdmions as including diens: 

• who have been placed under an order of supervision or gramed asylum stmus; 

• who emered before January I. 1972. and continuously resded in the Umted Stmes since dien; 

• who have been gramed 'volumary dfparture' or 'UdefinUe volumary departure' stmus; and 

• who have been gramed indefinUe stays ofdeportmion. 

In die case of Berber v. Secretary. HHS. tiie U.S. Court of Appeds for the 2d GrcuU in Uiterpreted 
PRUCOL for the SSI program to include 15 specific cmegories of diens and dso those diens whom 
the Immigrmion and Nmurdizmion Service (INS) knows are in the coumry and 'does not comemplme 
enforcing' their departure. SSA follows the Berber court's Imerpretation of die phrase 'does not 
comemplme enforcing' to include diens for whom the policy or praaice of the INS is not to enforce 
their departure as well as diens whom U appears the INS is otherwise permitting to resde in the 
UnUed Stmes Indefinitely. The Medicad regdmions include die same Prucol cmegories as the SSI 
regdations. 

The Sudomir v. Secretary. HHS decision, which focused on AFDC eligibUity for asylum applicams, 
was less expansive. The U.S. Court of Appeds for the 9th GrcuU determined thm AFDC eligibility 
wodd extend ody to those diens dlowed to remain in die Umted Stmes with a 'sense of 

127 



Waiiwa R a f n l ^ n tea 14, 1994 

permanence.' Applicams for asylum are dius speclficdly excluded from receiving AFDC benefits by 
this deciswn even dwugh diey wodd not necessarUy be disqudified for SSI due to die Bfrger 
decision. 

Specifications 

(a) Eliminde any reference to PRUCOL as an digibUity category in tides IV, XVI, and XIX of 
tiie Socid Security Aa (die Aa). Standardize die treattnent of diens under diese tides by 
identifying in the statute the specific immigration stattises in which non-citizens must be 
dassified by INS in order to qudify to be considered for AFDC, SSI, or Medicdd digibUity. 
Speclficdly, provide did ody diens in die following inunigration sUttises could qudify-

•' lawfully admitted for permanent residence widiin die meaning of seaion 101(a)(20) of die 
Immigration and Nationd ity Ad (INA); 

• residing in the United Sutes widi lawful temporary sUttis under seaions 245A and 210 of die 
INA (relating to ceruin undocumented diens legdized under the Immigration Reform and 
Control Aa of 1986); 

• residing in the United Sutes as the spouse or unmanied chUd under 21 years of age of a 
citizen of die United Sutes, or die parent of such citizen if die citizen is over 21 years of age, 
and widi respea to whom an application for adjustment to lawfiil permanent resident is 
pending; or 

• residing in die United Sutes as a result of die application of the provisions listed below: 

seaions 207 of die INA (rdding to refiigees) or 203(a)C7) of die INA (rdating to 
conditiond entry sUttis as in effed prior to AprU 1, 1980); 

seaion 208 of die INA (rdating to asylum); 

- section 243(h) of die INA (jdating to a decision of die Attorney Generd to widihold 
deporution); 

- seaion 244 of die INA (rdating to a decision of die Attorney Generd to suspend 
deporution); and 

- any odier provision of the INA, provided that: 0) the Attorney Generd determines 
that the continued presence of an dien witiiin a class of diens serves a humanitarian 
or odier compelling public interest, and (ii) the Secretary of HHS determines that such 
interest would be further served by permitting such dien of such class to be 
potentidly digible for benefits under tides IV, XVI, and IX (e.g., certain diens 
granted parole sutus). 

(b) The proposd would continue die eligibUity of diose diens eligible for AFDC, SSI, or 
Medicaid on die effedive date of die amendment who began dieir periods of eligibUity before 
enadment for as long as they remain continuously eligible. 

128 



tea 14, 1994 

(c) The proposd would dso dlow stde and locd programs of assistance to utUize the same 
criteria for eligibUity. 

Rationale 

Some diens curremly consdered PRUCOL dd not enter the Uruted Stmes as immigrams under 
prescribed immigrmion procedures and quotas, bm emered Ulegdly. Others emered legdly under 
temporary visas bm dd rwt depart. The courts have detemUned some of these diens to be eligible for 
benefits under the definUion of PRUCOL. even though such indivduds have not received from INS a 
deliberme immigration decision and status fbr permanem presence in the United Stmes. In essence, 
many of these diens are sUnUar to Ulegd diens except thm they have been caught, wdch under 
currem law can iromcdly improve an dien's situation in terms of benefit eligU>Uity. Thm is. if diey 
are caught. INS wiU lUcely gram diem one of die 'PRUCOL stattises'-such as volumary departure or 
deferred aaion-which curremly dlows them to be eligible for SSI, AFDC, and/or Medicad. If they 
are rwt caught, they are sUnply undocumemed emd are not eligible for any benefits other than 
emergency medicd services. Therefore, U is reasonable to restria AFDC, SSI, emd Medicad 
eligibility to specific cmegories of diens who have emered the UnUed Stmes lawfdly or who are 
permitted to remain in the U.S. indefinitely and are eligible to obtdn permanem resdem stmus. 

Determining which diens must be consdered for eligibUity for Socid Security Aa programs has 
become excessively confusing due to Judicid aaions, ard U is subjea to ongoing chdlenge In the 
courts. This confusion-charaaerized by the differem treatmem by differem programs of sUnilar 
indivduds-wodd be remedied by establishing in stmme a uniform definition of dien eligibility. The 
proposd wodd provide such a uniform definition by listing the immigram statuses and speclficdly 
citing the provisions of the INA under which they are gramed, thereby elUninming the ongoing 
uncertainty abom the precise scope of the eligibUUy condUions and potemial inconsistencies regmding 
dien eligibility in the three programs. Due to the complexUies of immigrmion stmuses there cue some 
groups of diens which can rwt be defined uneqdvocdly in stmme. For example, some diens are 
paroled imo the U.S. for humanitarian purposes and are effeaively permitted to remain indefinitely. 
Others are paroled imo the U.S. for a very linuted period of tUne-typicdly a matter of weeks-for 
specific purposes (e.g., to testify m a trid). The proposd would permU the Attorney Generd to 
idemify those classes of diens within certdh Unmigrmion cmegories that are dlowed to remain in the 
U.S. due to humanitarian or other compelling public imerest reasons. In tum, the Secretary of HHS 
wodd be gramed amhority to detemune whether those classes of diens demified by the Attorney 
Generd would be potemidly eligible for benefits. 

The Food Stamp progreun has avoded similar problems because the cmegories of diens eligible for 
assistance under the program have been speclficdly listed in law. This proposd seeks to do the same 
for AFDC, SSI, emd Medicad. The proposd wodd save administrmive resources and costs. The 
case developmem required to determine if an dien is considered PRUCOL generdly is time-
consuming because SSA and stde AFDC and Medicad agencies must verify the dien's stmus with 
INS. In many cases, an dien's status as PRUCOL must be re-verified annudly. 

B. SPONSOR-TO-ALIEN DEEMING 
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Cunent Law: Under Unnugration law and policies, most diens luMfidly admitted for permanem 
resdence cmd certdn diens paroled imo the Umted Stmes are reqdred to have sponsors. 

As a condition of entry as a lawfid permanem residem, dmost dl Unmigrams must smisfy the 
admitting officer dim diey are not idiely to become a public charge Ui die Umted Stmes. For many 
immigrams, this requiremem is met by having a relative Mho is a U.S. cUizen or legd permanem 
resdem agree to 'sponsor' the immigram. Sponsors sign affidavUs of support or sUnUar agreemems 
provided by the Departmem of Stme or the Immigration and Naturdization Service qffirming thm they 
wiU be responsible for supporting the Unmigrams and ensuring thm die Unmigrams wUl not become 
public charges. However, these pledges are not erforceable aid, by diemsdves, have no effea on 
whether the Unmigrams can qudify for public assistance. Therefore, the Supplememd Security 
Income (SSI), Ad to Families wUh Dependem Ouldren (AFDC). and die Food Stamp program apply 
rdes thm lUnit sponsors' shifting dieir responsU^UUies to die programs by deeming a portion of a 
sponsor's income and resources as being available to the Unmigramfor a pmrticdar period of time. 
The affdavU of support informs the sponsor and the immigram of the deeming rdes thm wiU be 
applied to the Unmigram by die SSl. AFDC. and Food Stamp programs. 

Speclficdly. seaions 1614(f)(3). 1621(a). and 415 of die Socud Security Aa provde thm in 
determining SSI and AFDC eligibility and benefit amoum for an dien, his sponsor's (and sponsor's 
spouse's) income and resources cure deemed to the dien for 3 years after the dien's emry imo the 
United Stmes. Public Law 103-152 extends the period of sponsor-to-dien deeming in the SSI 
program from 3 to 5 years for those applying for benefits beginning January 1, 1994 and ending 
October 1, 1996. For the SSI program, these deeming provisions do not apply to an dien who 
becomes blind or disabled after emry mto die U.S. The Food Stamp program curremly provdes for a 
three-year sponsor-to-dien deeming period. Refiigees are exempt from the deeming rdes under dl 
three programs. Immigrmion law provdes generdly thm em dien who has resded cominuously in 
the United Stmes for m least 5 years afier being lawfdly admitted for permaned resdence may file an 
applicmion for U.S. citizenship. 

Specifications 

(a) Make permanent the five year sponsor-to-dien deeming under the SSI program. Extend from 
three to five years sponsor-to-dien dleeming under the AFDC and Food Stamp programs. 

» 
(b) For the period beginning with six years after being lawfully admitted for permanent residence 

in the U.S. and until a sponsored immigrant atuins citizenship sUtus, no sponsored inunigrant 
shdl be digible for benefits under the AFDC, SSI, and Food Stamp programs, udess die 
annud income of the immigrant's sponsor is below the most recent measure of U.S. median 
famUy income. 

"Annud income" of the sponsor shdl indude tbe most recent measure of annud 
adjusted gross income (AGI) of the immigrant's sponsor, and the AGI of the 
sponsor's spouse and dependent chUdren, if any. 

"Median family income" shdl be based on the most recent Bureau of the Census 
measure for U.S. median famUy income for dl famUies, updated by the most recent 
measure of change in the Consumer Price Index (CPI-U). 
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(c) Each year die Secretary of HHS shdl publish in die Federd Register die median family 
income amount that wUI be used to determine the digibUity of sponsored immigrants for the 
AFDC, SSI, and Food Stamp programs. This measure wUl be based on the most recent 
income dau from die Cunent Population Survey (CPS), published by die Bureau of die 
Census. 

(d) Allow sute and locd programs of assistance to disqudify from participation in generd 
assistance any dien who is disqudified from participdion in die SSI, AFDC, and Food Stamp 
programs due to sponsor-to-dien deeming. 

(e) Effedive with respea to applications filed and reinstdements of eligibUity following a mondi 
or mondis of ineligibUity on or after October 1st 1994. 

(1) Exempt from sponsor-to-dien deeming under die Food Stamp program any sponsored dien 
who becomes blind or disabled after entty into die U.S. and becomes eligible for SSI. 

(g) Raise the Food Stamp resource limit under sponsor-to-dien deeming to conform widi the 
generd resource limit under Food Stamps. 

(h) Exempt from sponsor-to-dien deeming under SSI, AFDC, and Food Stamps any sponsored 
immigrant whose sponsor is receiving AFDC or SSI benefits. 

(i) Allow the Secretaries-after consulution and coordination with each other-to dter or suspend 
the sponsor-to-dien deeming provisions on an individud case basis where it is determined that 
application of the standard sponsor-to-dien deeming provisions would be inequiuble under the 
circumstances. 

Rationale 

The number of Unmigrams emering the U.S. has been increasing recemly and there has been a rapd 
rise in the number of immigrams receiving benefits-particdarly SSI benefits. For example, the 
number of immigrams who received SSl benefits in December 1992 was more than double the number 
who received benefits in December 1987. Over a third of dl aged legd permanem resdems on the 
SSI rolls in December 1993 came omo the rolls wUhin 12 momhs after their 3-year sponsor-to-dien 
deeming period ended, indicming thm the deeming provision is instrumemd in delaying dien 
eligibility for SSl. Maimaining (under SSI) and extending (under AFDC and F<)od Stamps) the 
deeming period to five years for lawfdly adndtted permanem resdems for whom an affdavit of 
support has been signed serves to enforce the pledge made by a sponsor thm the immigram wiU rwt 
become a public charge aid avods increases in benefit program costs wfuch wodd otherwise occur 
as a resdt of increasing Unmigram use of welfare benefUs. Requiring a sponsor thm is in the top half 
of the income disttibmion Ui the U.S. to cominue to be financidly responsible for a sponsored 
immigram beyond the five year deenung period maimdns the imegrity of these welfme programs 
which are imended to help the poorest of die poor. 

For example, under the SSI program, many eMerly Immigrams are sponsored by their children who 
have signed affdavits of support. It seems equitable to require the children to cominue to support 
their relmives for the five year deeming period, rmher than dlow the parems to obtain welfare 
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emitlemem benefits solely on die basis of age. particdarly if the sponsors are financUdly able to 
cominue supporting the Unmigrams they have ^nsored. Sponsors generdly have sqfficiem income 
and resources to support their dien relatives. Once die five year period has ended. U is equitable to 
cominue requiring the sponsor in die top hdf of the income disttibmion to be financUdly responsible 
for the well-being of the sponsored Unmigram. Nothing in this proposd wodd prohibU a sponsored 
Unmigram from becoming eligU)le for benefUs if die sponsor's Income and resources were depleted 
sufficiemly to meet eligibility criteria, as is die case wUh currem law. Also, refiigees wodd cominue 
to be exempt from sponsor-to-dien deeming, and sponsored Unmigrams who become blind or disabled 
after emry imo die U.S. wodd cominue to be eligible for benefits. This proposd merely requires 
sponsors to cominue for a longer period oftUne to accept financid responsibility for those immigrams 
they choose to sponsor. Once sporwsored immigrams become cUizens, U is approprime to discominue 
these digibUity rdes. 
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FINANCING PROVISIONS 

Vision 

The financing for welfare reform comes from three areas: (1) reductions in emitlemem programs; 
(2) extensions of various savings provisions set to expUre In die future; and (3) better EITC targeting 
and compliance measures. EstUnmed Federd savings for dl proposds are roughly $9.3 bUlion over 
five years. 

A. ENTITLEMENT REFORMS 

1. Cap die Emergency Assistance Program 

Vision 

The AFDC-Emergency Assistance (EA) Program is an uncapped emitlemem program. In fiscd year 
1990, expenditures totdled $189 million; by fiscd year 1999 they are projeaed to reach dmost $1 
billion. While the imem of the EA program is to meet short-term emergency needs and help keep 
people off welfare, Stmes curremly have wde Imitude to determine the scope of tiieir EA programs. 
Recemly, Stmes have redized thm the definition of the program is so broad thm U can find dmost 
any criticd services to low-income persons. Some Stmes have begun shifting costs from programs 
which the Stmes fimd prUnarily on their own such as foster care, family preservmion. and homeless 
services imo the mmched EA program. Stmes appear to be fimding services thm address long-term 
problems as well as true emergency issues. 

Specifications 

(a) Modify die cunent Emergency Assistance program by esUblishing a Federd cap for each 
Sute's EA expendittires. The cap wUl be sa in fiscd year 1995 and increased by die 
Consumer Price Index in each subsequent year. 

(b) The basic diocation formula is a combination of two components: 

(i) Allocation among Sutes proportiond to their requested expenditures in 1994; and 

(ii) Allocation among Sutes proportiond to their totd AFDC spending in the previous 
year. 

(c) There will be a ten-year transition period, and die weighting of the components wUl shift over 
time, with increasingly more weight being given to the second component. Beginning in 
1995, the weighting wUl be 90 percent by component 1 and 10 percent by component 2. The 
weighting will be dtered by 10 percenuge points each year such that by 2004, the weighting 
wUI be 100 percent by component 2. 

Rationale 
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The proposd ensures thm dl Stmes wUl receive cominued fiinding equd to their actud 1991 levels. 
The Federd match wUl continue m 50 percem up to the cap. This proposd raises abom $1.60 bUlion 
over five years. The basic dlocmton formda bdances die need to protea Stmes thm have been 
spending heavily on EA bi and before 1994 Midi die potemid daims of new Stmes which have not 
previously had daims for services under EA. 

2. Tighten Sponsorship and Eligibility Rules for Non-Citizens 

Vision 

In recem years, the number of non-cUizens lawfidly resding in die U.S. who collea SSI has risen 
dramaticdly. Immigrams rose from 5 percem of die SSI aged caseload Ui 1982 to over 25 percem of 
difi caseload in 1992. SUice 1982, applications for SSI from Unmigrams have ttripled. while 
immigration rose by ody abom 50 percem over the period. 

Most of the legd permanem resdem applicams emer tiie coumry sponsored by their relmives. who 
agree as a condition of sponsorship thm their relmives will rwt become public charges. To enforce 
this commitmem. umU this year, currem law reqdred dim for 3 years, a portion of the sponsor's 
income in excess of 110 percem of poverty be 'deemed' eis available to help support the legd 
permanem resdem (LPR) Unmigram shodd they need public assistance. Curremly. abom one-third 
of the LPR Unmigrams on SSI subjea to the deeming rdes apply in dieir 4th year of resdency. Last 
fdl. to pay for extended unemploymem benefits. Congress extended the tune of deenung under SSI 
from three years to five years imtU 1996 when U reverts to three years again. 

The Administrmion proposd relmed to iwn-cUizens comdns two parts-extending the deeming period 
for sponsor income emd coordinming eligibUUy crUeria under four Federd assistance programs. 

Specifications 

(a) Deeming Make the cunent five-year period of sponsor responsibility permanent law under 
the SSI program and extends from three years to five years sponsor responsibility under die 
AFDC and Food Stamp programs.»The sponsor's income would be deemed as available to 
support the immigrant should they apply for public assistance. For the period beginning widi 
six years after being lawftilly admitted for permanent residence in die U.S. and untU a 
sponsored immigrant atuins citizenship sutus, if the sponsor has income above the U.S. 
median family income ($39,500), the sponsor wUI continue to be responsible, for ensuring the 
support of the immigrant. 

Rationale 

This win have the effea of denying benefits to Unmigrams wUh sponsors wUh income above the 
median. Once Unmigrams attain cUizenship. they wUl be digible to apply for benefits on their own. 
Any immigram whose sponsor is receiving SSI or AFDC benefits wodd be exempt from sponsor-to-
dien deeming under SSI. AFDC and food stamps. The proposd affeas applicmions cfter the dme of 
enactmem O e., it wodd grandfmher currem recipiems as long as they remained cominuously eligible 
for benefits). These changes in deeming rdes wodd rwt apply to, emd wodd have no effea on. 
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Medicad eligU)Uity for Unmigrams. This part of die proposd saves abom $2.8 bdlion over five 
years. 

(b) Set consistent deeming rules for sponsored inunigrants across three Federd programs (SSI, 
AFDC, and Food Stamps). Sponsor responsibUity is based on longstanding immigration 
policy diat immigrants should not become public charges. 

Rationde 

Sponsored Unmigrams most often apply for SSI benefits on die basis of bemg aged, and are differem 
from most cUizens Ui that die latter typicdly spem dieir life working and paying taxes in die U.S. At 
the same tune, this proposd ensures thm trdy needy sponsored Unmigrams wUl not be demed welfare 
benefits if diey can establish dim their sponsors are no longer able to support diem, if dieir sponsors 
die, or if the immigram becomes blind or disabled after emry imo the U.S. The policy wodd not 
effea refiigees or asylees. 

Vision 

Cunemly. due to differem eligibUity crUeria in statme. and litigmion over how to imerpret stmmory 
language, the four Federd programs (SSI. AFDC. Medicad. and Food Stamps) do not cover the 
same cmegories of non-LPR Unmigrams. For example, diens whose departure the INS does not 
comemplme erfordng are eligible for SSI. bm not for Food Stamps. The Food Stamp program has 
the most resttiaive definition of which cmegories of non-LPR Unmigrams are eligible for benefits 
O.e.. the eligibility crUeria encompass a fewer rmmber of INS statuses). SSI and Medicad have the 
most expansive definition of which cmegories of non-LPR Unmigrams are eligible for benefits, and the 
AFDC program fdls between these extremes. This elemem establishes in stmme a consistem 
definition of which non-LPR Unmigrams are digWlefor welfare benefits. 

Eligibility criteria Esublish similar eligibility criteria under four Federd programs (SSI, 
AFDC, Medicaid, and Food Stamps) for dl categories of immigrants who are i!2l legd 
permanent residents. 

(c) 

permanent residents 

Rationale 

This proposd makes eligibility crUeria in the SSI. Medicad, and AFDC programs sUnilar to the 
criteria thm curremly exist in the Food Stamp program. The new list of INS statuses required for 
potemid eligibUity to the SSI, Medicaid, and AFDC programs is dso virtudly demicd to dwse listed 
in the Hedth Security Aa provding eligibility for the Hedth Security Card. Like die extended 
deeming provisions, this part of the proposd qffeas applicmions afier dme of enactmem 0-e., U 
wodd grandfmher currem recipiems as long as they remained cominuously eligible for benefits). 
This part of the proposd saves abom $900 nullion over five years. 

3. New Rules Regarding SSI Benefits for Dnig and Alcohol Addiaed Recipients 

Cunent Law 
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Currem law requires thm dl SSI disabUity recipiems for whom substance abuse is mmerid to the 
finding of disabUity must be Ui avaUable treatmem and must have dieir paymems made through a 
represemmive payee (a third party who receives and manages the funds). Paymems to these SSl drug 
addia and dcoholic (DA&A) beneficiaries are suspended \f the indivdual fdls to participme in 
approprime dcohol or drug treatmem. If such treattnem is avaUable. No simUar reqdremems are 
made of Socid Security (Iltle II) disabUity beneficiaries Mho receive benefits on the basis of 
addiaions. The represemative payee and treatmem requiremems have been part of the SSI program 
since Us inception over 20 years ago. However, die provisions have rwt been implememed effeaively. 

Specification 

(a) Strengthen sanaions and apply new time limits to benefits paid to individuds receiving 
Supplementd Security Income (SSI) and Socid Security DisabUity Insurance (SSDI) benefits 
who have substance ŝ use problems that are materid to their disability finding. 

Rationde 

The Congress is reaching decisions on these proposds curremly in corference on H.R. 4277, a bid 
which the Administrmion supports. We cmticipme savings of $800 million over five years. Shodd the 
find bin yield savings of less dum $800 million, we are committed to working with Congress to fidly 
finance the package. 

4. Income Test Med Reimbursements to Family Dav Care Homes 

Cunent Law 

The Child Care Food Program provides food subsidies for chUdren in two types of settings: child 
care centers and family day care homes. They are administered quite differentiy. The subsidies in 
centers are well targeted because they are means-tested; USDA believes that over 90 percent of 
Federd dollars support meds served to low-income (below 185 percent of poverty) children. The 
family day care part of the program is not well targeted because it has no means test (due to the 
burden it would place on the providers). A USDA-commissioned study estimates that 71 percent of 
Federd food program dollars to famUy day care homes support meds for chUdren above 185 percent 
of die poverty line. WhUe die child care center fiinding levels have been growing at a modest rate, 
the famUy day care funding levels are growing rapidly-16.S percent between 1991 and 1992. 

Specifications 

(a) Family day care homes locded in low-income areas (e.g., census tracts where hdf of the 
chUdren are below 185 percent of the poverty line) would receive $.89 and $1.62 in breakfast 
and lunch reimbursements, respeaively, during school year 1997. This is roughly equivdent 
to the "free med" rate paid on behdf of low-income chUdren in day care centers, whose 
famUies have incomes under 130 percent of poverty. In addition, low-income providers (widi 
annud income below 185% of poverty) would be eligible for the higher reimbursement rate 
for dl meds. 
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(b) All odier homes would have a choice. They could ded not to use a means-test; if diey ded 
this option, they would receive reimbursements d die reduced levels of $.57 and $1.35, 
respeaively. Altematively, a famUy day care home could administer a simplified, two-part 
means-test. Meds served to chUdren below 185 percent of the poverty line would be 
reimbursed d die "free med" rde. Meds served to chUdren above 185 percent of die 
poverty line would be reimbursed d the reduced-price rate. 

(c) Intermediaries that serve famUy day care homes in low-income areas would be reimbursed an 
extra $10 per montii for ongoing administrdive costs, and a $5 nullion sa-aside would help 
such day care homes to become licensed (or registered). 

Rationale 

This approach better targets the family day care food program fimding to low-income children and 
cremes minimd administrmive requiremems for provders. This provision yields savings of abom 
$500 million over five years. 

5. Limit Deficiency Payments to Those Making $100.000+ from Off-Farm Income Per Year 

Vision 

USDA farm programs are criticized for unfdrly supporting large farms and wedthy producers rmher 
than smdler farms and lower-income farmers. The Congressiond Office of Technology Assessmem 
concluded thm most big farms 'do rwt need direa governmem paymems and/or subsdies to compete 
ard survive.' 

Specification 

(a) Make producers receiving $100,000 or more in off-farm adjusted gross income ineligible for 
Commodity Credit Corporation (CCC) crop subsidies (price support loans and income support 
payments). ^ 

Rationale 

The proposed targeting of subsdies wodd direa farm paymems to smdler, family farms, which 
deserve Federd financid help more than large agricdturd emerprises emd indivduds wUh sufficiem 
off-farm income. It wodd cause an estUnmed 1-2 percem of program participams to drop om of 
USDA farm programs. Most of these wedthiest participams Uiduele corporations and individuds for 
whom farming is rwt a primary occupmion or source of income. This proposd wodd save abom 
$500 million over five years. 

B. EXTEND EXPIRING PROVISIONS 

1. Hold Constant die Portion of Food Stamp Overpayment Recoveries diat States May Retain 

Vision and Rationde 
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Stmes are permUted to keep some portion of die 100-percem Federd Food Stamp recoveries as an 
incentive paymem for pursdng program violatwns. This proposd raises abom $100 million over five 
years. 

Specification 

(a) Extend die 1990 Farm BUl provision which reduced die percenuge of recovered Food Stamp 
overissuances reuinable by Stde agencies for fiscd years 1991-95. Under diis provision, 
which would be extended to fiscd years 1996-2004, Sutes could reuin 25 percent of 
recoveries from intentiond program violdions (previously 50 percent) and 10 percent of other 
recoveries (previously 25 percent). 

2: Extend Fees for Passenger Processing and Odier Custom Services 

Vision and Rationde 

A flm-rme merchandise processUig fee (MPF) is charged by U.S. customs for processing of 
commercid and non-commercid merchandise thm emers or leaves U.S. warehouses. The fee. 
adopted by OBRA 1986. generdly is set m 0.19 percem of die vdue of the good. Other variable 
customs fees are charged for: passenger processing; commercid truck arrivds; railroad car arrivds; 
privme vessel or privme aircraft emries; dmiable mall; broker permits; and barge/bdk carriers. 
NAFTA extended the MPF and other fees through September. 2003. This proposd wodd save abom 
$1 bUl 'wn in thm year. 

Specification 

(a) Extend die fees through September, 2004. 

3. Extend Railroad Safety User Fees 

Vision and Rationale 
¥ 

Railroad safety inspeaion fees were enaaed in the Omnibus Budget Reconcilimion Aa of 1990 to pay 
for the costs of the Federd raU safety inspeaion program. The railroads are assessed fees according 
to a formda based on three crUeria: road miles, as a measure of system size; train miles as a 
measure of volume; and employee hours eis a measure of employee aaivity. The formda is applied 
across the board to dl railroads to cover the fidl costs of the Federd railroad safety inspeaion 
program. The fees are set to aqiire in 1996. The 1995 Presdem's Budget proposed to extend the 
fees tiuough 1999 emd aqjand them, effeaive in 1995. to cover other railroad safety costs. The 
proposd raises abom $200 mUlion over five years. 

Specification 

(a) Extend die Railroad safety inspection fees permanentiy. 

4. Extend Expiring Corporate Environmentd Income fCEH Tax Used to Finance Superfund 
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Vision and Rationde 

A broad-based environmemd tax. based on corporme dtemative nunimum taxable income (0.12 
percem) Ui excess of $2 million, was first enaaed Ui 1986 and is set to expire m die end of 1995. 

Superfund reamhorization legislation wodd provde a further CEI tax extenswn duough die year 
2000. Mhich wodd provde sqfficiem addUwnd credU needed for budget scoring of die Superfund 
legislation's 'orphan share' proposd. All revenue from tiie CEI tax extension, whether enaaed in 
welfare reform or Supeifimd leglslmwn. wUl continue to be dedicmed to the Hazardous Substance 
Superfund to be used ody for Superfund deanups. 

Specification 

(a) Extend die CEI tax into 1998. 

C. EITC TARGETING AND COMPLIANCE MEASURES 

1. Deny EFFC to Non-Resident Aliens 

Vision and Rationde 

Under currem law. rwn-resdem diens may receive the Eamed Income Tax CredU (EITC). Because 
non-resdem taxpayers are rwt required to report their wordwde income. U is curremly impossible 
for the IRS to determine whether ineligible indivduds (such as high-income rwnresdem diens) are 
claUning the EITC. We estUnme duu abom 50.000 taxpayers wiU be affeaed by our proposd. maidy 
visiting foreign studems and professors. The proposd raises abom $100 miUion over five years. 

Specification 

(a) Deny die EFFC to non-resident diens completely. 
¥ 

2. , Require Income Reporting for EFFC Purposes for Department of Defense fDoD") Personnd 

Vision and Rationde 
Under currem law. families living overseas are ineligible for the EFTC. The first part of this proposd 
would extend the EITC to aaive military famUies living overseas. To pay for this proposd. and to 
raise net revenues, the DoD wodd be required to report the nomaxable eamed Income pad to 
milUary personnel (both overseas and Stmes-sde) on Form W-2. Such rwmaxable eamed income 
includes basic dlowances for subsistence and quarters. Because currem law provdes thm in 
determimng eamed income for EITC purposes such nomaxable eamed income must be taken imo 
accoum. the additiond information reportmg wodd enhance compliance wUh the EITC rdes. The 
combUimion of diese two proposds raises abom $200 rmllion over five years. 

Specifications 
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(a) Extend die EFFC to adive mUitary famUies living overseas. 

(b) Require DoD to report the nontaxable eamed income paid to mUitary personnel (botii overseas 
and Sutes-side) on Form W-2. 

A table which summarizes the firumcing provisions is attached. 
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SUMMARY OF FINANCING PROVISIONS 

ProDOsal 
Five Year Federal 

fin billionŝ  

Entitlement Reforms 

Limit Emergency Assistance 
Tighten Sponsorship and EligibUity Rules for Non-Citizens 

Five-Year Deeming and Eligibility Ody for Aliens with Sponsors 
below Median Income 

Esublish SimUar Alien EligibUity Criteria for Four Federd Programs 
New Rules Regarding Benefits for Drug Addicts 

and Alcoholics (H,R. 4277) 
Income Test Med Reimbursements to FamUy Day Care Homes 
Limit Deficiency Payments to Those Making $100,000 or More from 

Off-Farm Income 

1.6 

2.8 
0.9 

0.8' 
0.5 

0.5 

Extend Expiring Provisions 

Hold Constant a Portion of Food Stamp Overpayment Recoveries for Sutes 
Extend Fees for Passenger Processing and Odier Customs Services 
Extend Railroad Safety User Fees 
Extend Expiring Corporate Environmentd Income Tax 

Used to Finance Superfund 

0.1 
0.0 
0.2 

1.6 
¥ 

Tax Compliance Measures 

Deny EFFC to Non-Resident Aliens 
Reouire Income Reporting for Department of Defense Personnd 

0.1 
02 

TOTAL 9J' 

1. Because we are uncertain of die fmd outcome of H.R. 4277, the totd fmancing number is 
preliminary. Should die find bUl yield savings of less tiian $0.8 bUlion, we are conunitted to working 
widi Congress to fiilly finance die package. 
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THE PRESIDENT'S WELFARE REFORM PLAN 

THE VALUES OF REFORM: 
WORK AND RESPONSIBILITY 

[The following (pp. 1-7) is Bruce's rewrite of the introduction (with minor revisions). Melissa 
will be editing it from a Public Affairs' perspective, but other edits are welcome.] 

The current welfare system is at odds with the core vdues Americans share: work, family, 
opportunity, responsibility. Instead of rewarding and encouraging work, it does little to help people 
find work, and punishes those who go to work. Instead of strengthening families and instUling 
persond responsibility, the system penalizes two-parent families, and lets too many absent parents 
who owe child support off the hook. Instead of promoting self-sufficiency, the culture of welfare 
offices seems to create an expectation of dependence rather than independence. And the ones who 
hate the welfare system most are the people who are trapped by it. 

It is time to end welfare as we know it, and replace it with a system that is based on work and 
responsibility. We need to move beyond the old debates over "something for nothing" on the one 
hand and "every one for him/herself on the other, and offer a new social contract [do we want to 
use word 'contract' repeatedly?] that gives people more opportunity in return for more 
responsibility. Work is the best social program this country has ever devised; it gives hope and 
structure and meaning to our daily lives. Responsibility is the value that will enable individuds and 
parents to do what programs cannot-because governments don't raise children, people do. 

The President's welfare reform plan is designed to reinforce these fiindamental values. It rewards 
work over welfare. It signals that people should not have children until they are ready to support 
them, and that parents-both parents-who bring children into the world must take responsibility for 
raising them. It gives people access to the skills they need, but expects work in return. Most 
important, it will give people back the dignity that comes from work and independence. 



WORK 

We don't need a welfare system based on writing welfare checks. We need a work program buUt 
around helping people earn paychecks. The President's plan will transform die culttire of die welfare 
bureaucracy to get out of the business of writing people checks for life and into die business of 
helping people find jobs and keep them. We want people not to need us anymore. 

Two-Year Time Limit. The President's reform plan will end welfare as a way of life. Everyone 
who can work will be expected to go to work within two years. To die poor and diose outside the 
economic mainstream, the Administration's plan will say two things: No one who works full-time 
widi a child at home should be poor, and no one who can work should sUy on welfare forever. 

• A new social contract: Everyone will be required to sign a Personal Responsibility 
Agreement that spells out what diey can expect and what is expected of diem in return. 

• No more something for nothing: Under the current system, only a smdl portion of welfare 
recipients are required to do anything in return for assistance. Our plan will significantiy 
reduce the number of exemptions, and ensure that from day one, those who are able to work 
will be required to meet certain expectations. 

• Job search first: Job search will be required immediately of anyone who can work. Anyone 
offered a private sector job will be required to Uke it or be removed from the welfare rolls. 

• A clear focus on work: We need to change the culture of die welfare office to focus on 
moving people toward work and independence. Most people will be expected to enter 
employment well before die two years are up. States can dso design shorter time limits for 
people who are job-ready, and require them to work sooner. 

• A second chance, not a way of life: People should have an incentive to leave welfare quickly 
and not use up their mondis of welfare eligibility. The time limit is a lifetime limit: people 
who have been off welfare for long periods of time will be able to get a few months of 
assistance to tide tiiem before moving into die work program, but they will not be able to start 
over with a new two-year clock. This will make welfare what it was meant to be-a second 
chance, not a way of life. 

Requiring and Providing Work. Anyone who can work will have to go to work widiin two years, 
in the private sector if possible, in community service if necessary. 

• Work for wages: People will work for a paycheck~not a welfare check. If people don't 
show up for work, diey won't get paid. There will also be strong, escalating sanctions for 
people who quit or get fired. 

• Flexible, community-based jobs: States will be able to use the money they would otherwise 
spend on welfare to create subsidized, non-displacing jobs in die private sector, widi 
community organizations, or in public service positions. The plan is designed to promote 
strong ties to the private sector, without red tape, and to create red, meaningful jobs in fields 
ranging from home hedth care to child care to public safety. 



• No one who can work should sUy on welfare forever: This is a transitiond program, 
designed to constantiy push people toward unsubsidized work in the private sector. People 
will be required to go through intensive job search before entering the work program, and 
after each work assignment. No work assignment will last more than 12 mondis. No one 
will receive die EITC unless they leave the program and take an unsubsidized job. Anyone 
who turns down a private-sector job will be removed from the welfare rolls, as will people 
who refuse to make a good-faiUi effort to find a job when jobs appropriate to tiieir skill level 
are available. 

• A dramatic increase in work: Today, fewer than 15,000 welfare recipients are required to 
work. Under our plan, approximately 400,000 people will have hit die time limit and be 
working in the WORK program by die year 2000. 

• Ending welfare as a way of life: The combined impact of welfare reform, hedth reform, and 
die expansion of the Earned Income Tax Credit will be dramatic. Reform means that by die 
year 2001, diree quarters of the projected welfare caseload under the age of 30 will either be 
off welfare, working, or in a program leading to work. Witiiout reform, ody a smdl fraction 
would be working, and 20 percent would be in education or training. 

Other Provisions to Reward Work. To further reinforce work and responsibility, our proposd will: 

• Let States reward work and saving: Currentiy, welfare recipients who work lose a dollar in 
benefits for every dollar in wages, and are pendized for saving money. Our proposd lets 
Sutes reinforce work by setting higher earned-income disregards. We will dso dlow families 
to set up Individud Development Accounts to save money for specific purposes, such as 
starting a business, owning a first home, or promoting a child's education. To move people 
from welfare to work, we will change outdated asset rules so diat they can own a reliable car 
that can get them to work. 

• Expand child care for the working poor: To fiirther encourage young mothers to work, our 
plan will guarantee child care during the JOBS and WORK programs and for one year after 
participants leave welfare for work. The plan will dso double funding for other Federd chUd 
care programs that help working families stay off welfare in the first place. 

RESPONSIBILITY 

We could have dl the programs in the world, and they won't do any good if people behave 
inesponsibly and take advantage of government largess. The President's welfare reform plan includes 
measures to inspire persond and parentd responsibility and prevent people from coming onto welfare 
in the first place. These include the broadest and most serious work requirements imposed on welfare 
recipients after a time period of becoming job ready; a nationwide crackdown on child support 
enforcement, which will give States an arsend of ways to keep absent parents from getting off the 
hook; extensive efforts to detect and prevent welfare fraud, and strong sanctions to prevent gaming of 
the welfare system; a nationd campaign against teen pregnancy, targeted to the most troubled schools; 
and a broad array of incentives that Sutes can use to encourage responsible behavior, from limiting 
additiond benefits for additiond children to rewarding teenagers for staying in school. In the long 
run, the only way to end welfare is to reduce the number of people who need to come onto it. 



Accountability for Taxpayers. The Administration's reform plan includes severd measures to 
reduce welfare fraud, crack down on child support collection, and improve efficiency: 

• State tracking systems: States will verify the income, identity, dien status and Socid Security 
numbers of welfare applicants. The plan will make it easier for States to coordinate 
programs, automate files, and monitor recipients. We will encourage Sutes to mn 
demonstrations that offer job placement bonuses as an incentive to caseworkers and welfare 
offices for helping recipients get and keep jobs. 

• A nationd public assistance clearinghouse: The clearinghouse will keep track of people 
whenever and wherever they use welfare, and monitor compliance with time limits and work. 
A nationd "new hire" database will monitor earnings to check AFDC and EITC eligibility, 
and identify noncustodid parents who switch jobs or cross State lines to avoid paying chUd 
support. 

• Electronic Benefits Transfer (EBT): Under a plan developed by Vice President Gore, Sutes 
will be encouraged to move away from welfare checks and food stamp coupons toward 
electronic benefits transfer, which provides benefits through a tamper-proof ATM card. EBT 
systems will reduce welfare and food stamp fraud, and lead to substantial savings in 
administrative costs. 

• Rewarding performance, not process: This plan will change the culture of the welfare office 
by providing clear incentives to Sutes and caseworkers to move people from welfare to work, 
improve child support collection, and provide effective services. The plan includes dozens of 
measures to simplify, coordinate, and conform the rules and regulations of the AFDC and 
Food Stamp programs to reduce paperwork and focus on results. 

The Toughest Child Support Enforcement Ever Proposed. Both parents must support their 
chUdren. In 1990, absent parents paid only $14 billion in child support. But if child support orders 
reflecting current ability to pay were esUblished and enforced, single mothers and their children 
would have received $48 billion. Closing this $34-billion chUd support gap will help move thousands 
of families off welfare and keep them off. It's time to say to those parents: If you're not paying 
your child support, we'll garnish your wages, suspend your license, track you across State lines, and 
even make you work off what you owe. If this country did a better job of enforcing child support, 
the need for a welfare system would diminish significantiy. The Administration's proposd includes 
important measures to strengthen the child support enforcement system: 

• EsUblishing paternity for dl out-of-wedlock births: Hospitds will be required to esublish 
paternity at birth-when the father is most likely to be present, and mothers who apply for 
welfare will be required to name and help find the child's father before receiving benefits. 

• Tracking down those who don't pay: Three registries - containing child support awards, 
new hires, and locating information — will catch parents who try to evade their responsibUities 
by fleeing across State lines. Centrd State registries will monitor and enforce support 
payments automatically. 



• New pendties for diose who reftise to pay: States will be able to use wage-witiiholding, 
credit reporting, and suspension of professiond, occupational, and drivers' licenses to make 
delinquents pay. 

• Sute initiatives and demonstration programs: States will be able to make parents who fail to 
meet tiieir obligations work off the child support tiiey owe. States will dso run demonstration 
programs to help noncustodid parents witii no skills get training, access and parenting 
programs to help absent parents get involved in their children's lives, and child support 
assurance demonstrations to give families a measure of economic security even if child 
support is not collected immediately. 

Ending Welfare for the Next Generation. The current welfare system sends young people exactiy 
die wrong message. Today, minor parents get a check for leaving home, and are free to drop out of 
high school even though the long-term consequences for themselves and their children will be 
devastating: Unwed teen mothers who drop out of school are 10 times more likely to raise a child in 
poverty than young people who finish school, get married, and wait until tiieir twenties to have 
children. Our plan changes the incentives of welfare to show teenagers that having chUdren is an 
immense responsibility ratiier than an easy route to independence. At die same time, we offer ways 
to help teen parents Uke charge of tiieir lives, finish school, find jobs, and become self-sufficient: 

• New requirements for teen parents: Teen parents will be required to finish school and enter 
die JOBS program. Unwed minor mothers will be required to identify their fadier's child and 
live at home or widi a responsible adult-not set up an independent household to receive their 
own check. 

• A national campaign against teen pregnancy: We will bring Uie media, the private sector, 
churches, schools, and other groups togedier in a broad-based campaign to send a strong 
message that it is wrong to have children outside marriage, and that no one should have a 
child until they are able to provide for and nurture that child. We will launch school-based 
prevention programs in 1,000 schools widi die worst teen pregnancy problems, set up a 
nationd clearinghouse on teen pregnancy to identify successful programs and help replicate 
tiiem elsewhere, and target a handftil of at-risk neighborhoods for intensive prevention efforts. 

• A phase-in focusing on young recipients first: The welfare reform plan initidly targets 
recipients under 25-tiiose witii tiie most to gain and die most at risk. Under our plan, anyone 
born after 1971 will know that the world has changed, and that welfare can no longer be a 
way of life. 

Other Provisions to Promote Responsibility and Innovation. Overcoming generations of 
dependency will not be easy, and one thing we've learned in die last 30 years is tiiat Washington 
doesn't have dl die answers. This plan gives States unprecedented flexibility to innovate and learn 
from new approaches. Much of what once required waivers will become available to States as Sute 
options. 



A plan that works for States: To give States a chance to do tiiis right, our plan is phased in 
beginning with those born after 1971-anyone age 25 and under by late 1996, when Sutes 
begin to implement the program. That represents a third of the adult caseload initidly, and 
will grow steadily to include nearly two-thirds by 2004. States can phase in faster if they 
want. 

Extending assistance to two-parent families: Current welfare rules discriminate against two-
parent families, instead of encouraging them to sUy togedier. States will be able to waive 
mIes that penalize two-parent families for working. 

Rewards and sanctions to keep teen parents in school: States will be able to design their own 
monetary-incentive programs like the Learning, Earning and Parenting (LEAP) program in 
Ohio. 

No additiond benefits for additiond children conceived on welfare: Welfare recipients don't 
have more children on average than other women, but those who do make it harder for 
themselves and their families to escape poverty. States will have the option to limit benefit 
increases for additiond children conceived by parents on welfare. 

Advance payment of the EITC: States will be able to work with the Treasury Department to 
develop plans to get the EITC out on a periodic basis, instead of as a lump sum at the end of 
the year. 

• Continued waiver authority: We will help States witii existing waivers to adapt them once the 
new law passes. The broad waiver authority in current law will continue. 

THE ADMINISTRATION'S RECORD ON WELFARE REFORM 

Tax Credits for Working Families. Last year's economic package went a long way toward ending 
welfare by giving 15 million working families a tax cut through a $21 billion expansion of the Earned 
Income Tax Credit (EITC). The EITC turns a minimum wage, $4.25-an-hour job into a $6-an-hour 
job, and makes good on the President's campaign promise that no one who works full-time with a 
family at home will be poor. Witii the expanded EITC and hedth reform, every job can be a good 
job. 

Health Reform. Healtii reform will move an estimated one million women and children off welfare. 
A recent survey of welfare recipients in Charleston and Nashville found that 83 percent would take a 
minimum wage job if it offered hedtii coverage for them and tiieir families. Anotiier study found that 
only 8 percent of people who leave welfare for work get jobs that provide hedth insurance, [do we 
have dtes for these two facts?] 

Waivers. Since January 1993, the Administration has granted waivers to 14 Sutes to experiment 
with time limits, extending assistance to two-parent families, limiting additiond benefits for additiond 
children, and other new initiatives. 



Other Empowerment Initiatives. In addition to welfare and hedth reform and the EFFC, the 
Administration has sought to reward work and empower people through a number of initiatives, 
including Nationd Service, Empowerment Zones, community development banks, enforcement of the 
Community Reinvestment Act, community policing and public safety. 

PAYING FOR REFORM 

The following two tables Ulustrate die cost and financing of tiie Work and Responsibility Act of 1994. 
These tables clearly demonstrate that: 

• The proposd is fiilly financed. About two-thirds of the financing provisions are further 
reforms to means-tested programs which would remove from the welfare rolls immigrants 
with well-off sponsors and drug addicts and alcoholics who are not complying with treatment 
requirements. In addition, savings will accrue by collecting child support from parents who 
have faUed to accept financid responsibility for their children. 

• Approximately percent of die entire cost of the plan is additiond funding for chUd care to 
enable individuds to work or to obtain the training or other services they need to enter the 
labor force. 

• The plan will not impose new costs upon states. As can be seen in Table 1, ody million 
more dollars will come from States. This amount will primarily result from State decisions to 
expand eligibility for two-parent families, offer higher earnings disregards or cover a higher 
proportion of their caseload. 

While the limit on Emergency Assistance will reduce State reimbursement, some $1.3 bUlion 
of savings will accrue to the States in lower SSI spending for State supplements. On bdance, 
States will be asked to finance very littie of this plan. There are no unfunded mandates. 

Table 1 provides a detailed summary of the major cost elements within the proposd. A deUiled cost 
Uble is found at the end of the document. Table 2 provides a summary of the financing used to pay 
for reform. A longer description of the financing provisions and a detailed Uble are provided at the 
end of the document. 



TABLE 1 

SUMMARY OF COST ESTIMATES 

Five-year Five-year 
Proposal Federal State 

Five-year 
Total 

Parental Responsibility 

Teenage Pregnancy Prevention Grants 
Comprehensive Demonstration Grants 
Child Support Enforcement 
Noncustodid Parent Provisions 
Child Support Assurance Demonstrations 
Sute Option to Limit Additiond Benefits 

to Additiond Children 
Otiier 

Subtotd, Parentd Responsibility 

Making Work Pay 

At-Risk Child Care Expenditures 
Sute Flexibility on Earned Income 

and Child Support Disregards 
Subtotal, Making Work Pay 

Transitional Assistance Followed by Work 

Additiond JOBS Spending 
WORK Spending 
Additiond Child Care Spending 
Computer Costs 
Odier 

Subtotal, Transitional Assistance 

Improving Government Assistance (IGA) 

Remove Two-Parent (UP) Restrictions 
IDA/Microenterprise Demonstrations 
Conform Resource Limit and Exclusion Rules 
Odier 

Subtotd, IGA 

TOTAL 



TABLE 2 

SUMMARY OF FINANCING PROVISIONS 

Five-Year Total 
ProDosal fin billions) 

Entitlement Reforms 

Limit Emergency Assistance 
Tighten Sponsorship and Eligibility Rules for Non-Citizens 

Five-Year Deeming and Limit Eligibility to Sponsors below Median Income 
Esublish Similar Eligibility Criteria for Four Federd Programs 

Time Limit Benefits for Dmg Addicts and Alcoholics (H.R. 4277) 
Income Test Med Reimbursements to Family Day Care Homes 

1.60 

3.06 
0.89 
0.60 
0.52 

Extend Expiring Provisions 

Hold Constant a Portion of Food SUmp Overpayment Recoveries for States 
Extend Fees for Passenger Processing and Other Customs Services 
Extend Railroad Safety User Fees 
Extend Corporate Environmentd Income (Superfund) Tax 

0.05 
0.00 
0.16 
1.60 

Tax Compliance Measures 

Deny EITC to Non-Resident Aliens 
Require Income Reporting for Department of Defense Personnel 

0.13 
0.16 

Other (Not vet described) 0.53 

TOTAL 9.30 



THE IMPACT OF REFORMS 

Making dl these changes overnight would severely strain the ability of Federd and Sute governments 
to implement the new system. To avoid this problem the plan is phased in by starting witii young 
people, to send a clear message diat we are ending welfare for the next generation. The atUched 
Ubles are based on starting witii the youngest third of the projected caseload-persons born after 1971, 
who will be age 24 and under in fiscd year 1996 when the new system is implemented. 

Anyone born after 1971 who is on welfare today, and anyone born after 1971 who enters it 
subsequendy, wUl face new opportunities and responsibilities. By the year 2004, this group will 
represent about two-thirds of the projected caseload, as older cohorts leave and new persons born 
after 1971 enter. Sutes wanting to move faster would have the option of doing so. 

Table 3 indicates the number of persons in various parts of the program by year, assuming this phase-
in and the implemenUtion of hedth reform after fiscd year 1999. Note that because the Sutes will 
need up to two years to pass legislation and implement their systems, the program would not be fiilly 
implemented until late 1996. Thus, fiscal year 1997 is the first full year of implemenUtion. The 
initid 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 witii roughly 250,000 jobs in the first year 
when people in dl States begin to hit the limit (fiscd year 1999), rising to roughly 570,000 by fiscd 
year 2004. 
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TABLE 3 

PROJECTED CASELOADS UNDER THE ADMINISTRATION'S WELFARE AND HEALTH REFORM PROPOSAL 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971 

FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2004 

Projected Adult Cases With Parent 
Born After 1971 Without Reform 1.03 million 1.63 million 1.87 million 2.12 million 2.37 miliion 3.43 million 

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

.00 mUlion .03 mUlion .09 million .12 mUlion .33 mUlion .85 mUlion 

Program Partidpants 1.03 million 1.60 million 1.78 million 2.00 million 2.04 million 2.58 million 

Working WTiile on Welfare .10 mUlion .17 mUlion .20 million .21 mUlion .22 mUlion .27 mUlion 

JOBS Participants .58 million .90 million 1.00 mUlion .99 mUlion .87 mUlion .97 mUlion 

WORK Participants .00 mUlion .00 mUlion .07 mUlion .26 million .39 mUlion .57 mUlion 

Pre-JOBS—disability/age limits work .11 mUlion .18 million .23 mUlion .24 mUlion .26 million .44 mUlion 

Pre-JOBS—severely disabled child .02 mUlion .03 million .03 mUlion .03 mUlion .04 million .07 mUlion 

Pre-JOBS—caring for child under 
one 

,22 million .32 million .25 mUlion .27 million .26 mUlion .26 mUlion 

Notes on Table 3: 

Numbers assume modest behaviord effects that increase over time. These behaviord effects include employment and training impacts 
similar to San Diego's SWIM program, a modest increase in the percentage of recipients who combine welfare and work and a modest 
increase in the percentage of recipients who leave welfare when they hit the time limit. Estimates dso assume behaviord effects from the 
implementation of hedth reform after fiscd year 1999. Figures for fiscd year 2004 are subject to considerable enor since it is difficult to 
mdce caseload projections or to determine the impact of WORK requirements on behavior this far into the future. 

These estimates assume the policy will be implemented in dl States by Federd law by October 1996. In addition, the estimates assume that 
for 75 percent of die caseload, Sutes will implement the policy by October 1995. 
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Table 4 shows the impact of diese changes for the phased-in caseload, compared widi what we project 
would be the caseload without welfare and hedth reform. 

Under the plan, we will go from a situation where dmost three-quarters of the persons are collecting 
welfare and doing nothing in return-neither working nor in training-to a situation where three-
quarters are either off welfare, working widi a subsidy, or in time-limited training. Ody those 
unable to work are outside the time limits, and even these persons will have greater expecutions and 
opportunities under the proposed system. In addition, we expect the reform proposd to significantiy 
increase paternity establishment rates, to increase child support payments and to lower child poverty. 

TABLE 4 

Projected Welfare, Work and Training Status of Phased-in Group 
With and Without Reforms in Fiscal Year 2000 

Without Reforms With Reforms 

Working and/or Off of Welfare 
Off of welfare 
Combining work and welfare 
In WORK program 
Totd 

0% 
5% 
0% 
5% 

14% 
9% 
17% 
40% 

In Time-limited, Mandatory Training, 
Education and Placement Program with 
High Participation SUndards 0% 37% 

Required to Participate in Training, 
Education, and Placement Program but 
No Time Limits and Low Participation 
Standards 22% 0% 

Not Required to Participate in Training, 
Education and Placement Programs Due 
to Illness, Caring for Disabled Child, 
Young Child, or other Exemptions 73% 23% 

TOTAL 100% 100% 

Transforming the social welfare system to one focussed on work and responsibility will not be an easy 
task. A welfare system that has evolved over fifty years will not be redesigned overnight. The socid 
and economic forces that have contributed to our current situation go well beyond the welfare system 
and impact the poor and non-poor dike. While the obstacles are formidable, undertaking reform of 
the current welfare system is essentid in order to engender work and responsibility and to improve 
the well-being of our children now and into the future. 

A description of the major elements of the plan follows. 
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PREVENTING TEEN PREGNANCY 
AND PROMOTING PARENTAL RESPONSIBILITY 

Poverty, especidly long-term poverty, and welfare dependency are often associated with growing up 
in a one-parent family. Although most single parents do a heroic job of raising their children, the 
fact remains that welfare dependency could be significantiy reduced if more young people delayed 
childbearing until botii parents were ready to assume the responsibility of raising children. 

Teenage pregnancy is a particularly troubling aspect of this problem. The number of births to teen 
unwed modiers (under age 20) has quadmpled in the last 30 years, from 92,000 in 1960 to 368,000 
in 1991. Teenage birth rates have been rising since 1986 because the trend toward earlier sexud 
activity has resulted in more pregnancies. According to the Annie E. Casey Foundation, dmost 80 
percent of the children born to unmarried teenage high school dropouts live in poverty. In contrast, 
the poverty rate is only 8 percent for children of young people who deferred childbearing until diey 
graduated from high school, were twenty years old, and married. Teenage childbearing often leads to 
school drop-out, which results in the failure to acquire the education and skills that are needed for 
success in the labor market. The majority of these teenagers end up on welfare, and according to 
Advocates for Youdi (formerly die Center for Population Options) the annud cost to taxpayers is 
about $34 billion to assist such families begun by a teenager. 

Both parents bear responsibility for providing emotiond and mord guidance, as well as economic 
support to their children. Teenagers who bring children into the world are not yet equipped to 
discharge this fundamentd obligation. If we wish to reform welfare and put children first, we must 
find effective ways of discouraging pregnancy by young people who cannot provide this essentid 
support. We must send a clear and unambiguous signd—you should not have a child until you are 
able to provide for and nurture that child. 

For those who do become parents, we must send an equally clear message that they wUI have to take 
responsibUity, even if they do not live with the child. In spite of die concerted efforts of Federd, 
Sute and locd governments to establish and enforce child support orders, the current system fails to 
ensure diat children receive adequate support from both parents. Recent andysis by the Urban 
Institute suggest that the potentid for child support collections exceeds $48 bUlion per year. Yet ody 
$20 billion in awards are currentiy in place, and only $14 billion is actually paid. Thus, we have a 
potentid collection gap of over $34 billion. 

The current system sends the wrong signals: all too often noncustodial parents are not held responsi­
ble for the children they bring into the world. Less dian hdf of dl custodid parents receive any child 
support, and ody about one third of single mothers (both never-married and formerly-married) 
receive any child support. The average amount paid is just over $2,000 for those due support. 
Among never-married mothers, only 15 percent receive any support. Further, paternity is currenUy 
being esUblished in only one-third of cases where a child is born out of wedlock. 

13 



The child support problem has three main elements. First, for many chUdren born out of wedlock, a 
child support order is never esUblished. Roughly 57 percent of die potentid collection gap of $34 
billion can be traced to cases where no award is in place. This is largely due to the failure to 
establish paternity for children born out of wedlock. Second, when awards are established, they are 
often too low, are not adjusted for inflation, and are not sufficiently related to the eamings of the 
noncustodid parent. Fully 22 percent of the potentid gap can be traced to awards that were eidier set 
very low initially or never adjusted as incomes changed. Third, of awards that are established, the 
fiill amount of child support is not paid in hdf the cases. Thus the remaining 21 percent of the 
potentid collection gap is due to failure to collect fiill awards in place. 

For children to achieve red economic security and to avoid the need for welfare, they ultimately need 
support from both parents. When parents fail to provide support, the children pay-and so do we. 
Still, under the present system, the needs, concerns and responsibilities of noncustodid parents are 
often ignored. The system needs to focus more attention on this population and send the message that 
fathers matter. We ought to encourage noncustodid parents to remain involved in tiieir children's 
lives-not drive them further away. Parents who pay child support restore a connection that both they 
and their children need. 

SUMMARY OF PROPOSAL 

The etiiic of parentd responsibility is fundamentd. 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 parentd responsibUity and help individuds to exercise it. First, we propose a nationd effort 
to prevent teen pregnancy. Second, we need specid efforts to encourage responsible parenting among 
those on assistance, especidly very young mothers. Third, we must collect more child support on 
behdf of dl children living in single-parent families. 
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Redudng Teen Pregnancy and Out-of-Wedlock Births 

• Lead a nationd campaign against teen pregnancy 

• Establish a nationd clearinghouse on teen pregnancy prevention 

• Provide teen pregnancy prevention grants 

• Conduct comprehensive service demonstrations of various prevention approaches 

Incentives for Responsible Behavior 

• Require minor mothers to live at home 

• Require school-age parents to stay in school 

• Allow States to limit additiond benefits for additiond children conceived while on AFDC 

• Allow States to provide a variety of incentives to reward responsible behavior 

Child Support Enforcement 

• Establish awards in every case 

• Ensure fair award levels 

• Collect awards that are owed 

• Child support enforcement and assurance demonstrations 

• Enhance responsibility and opportunity for noncustodid parents 

REDUCING TEEN PREGNANCY AND OUT-OF-WEDLOCK BIRTHS 

We need to send a strong signd tiiat it is essentid for young people to delay sexud activity, as well 
as childbirth, until they are ready to accept tiie responsibilities and consequences. It is criticd that we 
help dl youth understand the rewards of sUying in school, playing by the mles, and deferring 
childbearing until they are manied, able to support diemsdves and nurture their offspring. We have 
four proposds in this area: 

National Campaign Against Teen Pregnancy. The President will lead a nationd campaign against 
teen pregnancy that chdlenges dl aspects of society-business, nationd and community voluntary 
organizations, religious institutions and schools-to join in the effort to reduce teen pregnancy. The 
campaign will emphasize the broader tiiemes of economic opportunity, dong with the persond 
responsibility of every family in every community. Government has a role to play in preventing teen 
pregnancy, but the massive changes in attitudes and behavior that have occurred in recent decades 
cannot be dedt wiUi by Government done. 
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Nationd and individud gods will be established to define the mission and to guide the work of the 
nationd campaign. The gods wUI focus on measurable aspects of the broader opportunity and 
responsibility message for teen pregnancy prevention, such as graduating from high school; deferring 
childbearing until one is married or working; and accepting responsibility for the support of one's 
children. 

A non-profit, non-partisan entity committed to these gods will be established to pull together nationd, 
State, and locd efforts tiirough the media, schools, churches, communities and individuds. Its 
membership wUI be broad-based, including youth, elected officids at dl levels of government, and 
members of religious, sports and enteruinment communities. In addition, a Federd interagency 
group will provide information and coordinate the range of Federd programs in this area across 
program and department lines. 

A National Clearinghouse on Teen Pregnancy Prevention. A Nationd Clearinghouse on Teen 
Pregnancy Prevention will be esUblished to serve as a nationd center for the collection and 
dissemination of information related to teen pregnancy prevention programs. Such information will 
include curricula, models, materids, training and technical assistance. The Clearinghouse could dso 
develop and sponsor training institutes for teen pregnancy prevention program sUff and could conduct 
evduations of prevention programs. 

Teen Pregnancy Prevention Grants. To be most effective, a prevention strategy must begin with pre-
teens, focus initidly on the young people who are most at-risk, and emphasize school-based, school-
linked activities and complementary community action. 

Under the Teen Pregnancy Prevention Grant Program, about 1,000 schools and community-based 
programs will be provided flexible grants, ranging between $50,000 and $400,000 each. 
Communities will be expected to use these funds to leverage other resources to implement teen 
pregnancy prevention programs that have both locd community support and rewards. Funding will 
be targeted to schools with the highest concentration of youth at-risk and will be available to serve 
both middle- and high-school-age youth. The god will be to work with youth as early as age 10 and 
to esublish continuous contact and involvement through graduation from high school. To ensure 
quality and establish a visible and effective presence, these programs wUI be supervised by 
professiond staff and, where feasible, be supported by a team of nationd service participants 
provided by the Corporation for National and Community Service. These grants will be coordinated 
with other Administration activities and will include an evaluation component. 

Comprehensive Services Demonstration Grants to Prevent Teen Pregnancy in High Risk 
Communities. An effective approach to reducing teen pregnancy must jointly emphasize increased 
persond responsibility and enhanced opportunity. Particular emphasis must be paid to the prevention 
of adolescent pregnancy before marriage, including sex education, abstinence education, life skills 
education and contraceptive services. Programs that combine these elements have shown the most 
promise, especidly for adolescents who are motivated to avoid pregnancy until they are married. 
However, for those populations where adolescent pregnancy is a symptom of deeper problems, a 
wider spectrum of services and more intensive efforts may be necessary. 
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For this reason, we propose comprehensive demonstration grants for youth in high-risk communities 
of sufficient size or "criticd mass" to significantiy improve the day-to-day experiences, decisions and 
behaviors of youth. Locd governments and locd public and private non-profit organizations in high-
poverty areas will be eligible to apply. Sites will be asked to cover four broad areas, with significant 
flexibUity: heddi services, educationd and employability development services, socid support 
services and community activities. The grants will follow a "youUi development" model and will 
address a wide spectrum of areas associated with youth living in a healthy community: economic 
opportunity, safety, hedth and education. These demonstrations will include a strong evduation 
component and will be coordinated with other Administration activities. 

INCENTIVES FOR RESPONSIBLE BEHAVIOR 

Personal responsibility belongs at the heart of every government program. We believe that very clear 
and consistent messages about parenthood, and the ensuing responsibilities, hold the best chance of 
encouraging young people to defer parenthood. A boy who sees his brother required to pay 17 
percent of his income in child support for 18 years may think twice about becoming a father. A girl 
who knows that young motherhood will not relieve her of obligations to live at home and go to school 
may prefer other choices. We hope and expect that a reformed system that strongly reinforces die 
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 wUl not be effective unless we dso provide tiiem the means to exercise responsibUity and 
the hope tiiat playing by the rules will lead to a better life. We want to give Sutes a broad range of 
incentives and requirements to reward responsible behavior: 

Minor mothers live at home. Teenagers who have children are still children themselves and need 
adult supervision and guidance. The welfare system shouldn't encourage young people who have 
babies to leave home and receive a separate check. Minor parents will be required to live in their 
parents' household, except when the minor parent is married or there is a danger of abuse to the 
minor parent. In the latter case, Sutes will be encouraged to find a responsible adult with whom the 
minor motiier can live. Current AFDC rules permit minor mothers to be "adult caretakers" of their 
own children. This proposal will require minor moUiers to live in an environment where they can 
receive the support and guidance they need. At the same time, the circumstances of each individud 
minor will be taken into account. 

Requiring school-age parents to stay in school. Sutes will be required to provide case management 
services to dl custodid parents receiving AFDC who are under age 20. We will ensure diat 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 
(mde or female, case head or not) will be required to participate in JOBS from die moment the 
pregnancy or paternity is established. All JOBS rules peruining to persond responsibility contracts, 
employability plans, and participation will apply to teen parents. 
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State option to limit additional benefits for additional children conceived on AFDC. Cunentiy, 
welfare benefits automatically increase with the birth of an additiond child. Under the proposd, 
States will have tiie option to limit benefit increases when additiond children are conceived by parents 
dready on AFDC. States will be required to dlow families to "earn back" the lost benefit amount 
through disregarded income from earnings or child support, and to ensure that parents have access to 
family planning services. 

State options for incentives to reward responsible behavior. States will be given the option to use 
monetary incentives combined widi sanctions as inducements to encourage young parents to remain in 
school or GED class. They may dso use incentives and sanctions to encourage participation in 
appropriate parenting activities. 

CHILD SUPPORT ENFORCEMENT 

A typicd child born in the United States today will spend some time in a single-parent home. The 
evidence is clear that children benefit from the financid support and interaction of both parents -
single parents cannot be expected to do the entire job of two parents. In spite of the concerted efforts 
of Federd, Sute, and locd governments to establish and enforce child support orders, the cunent 
system fails to ensure that children receive adequate support from both parents. Recent andyses by 
The Urban Institute suggest that the potentid for child support collections exceeds $47 billion per 
year. Yet ody $20 billion in awards are currently in place, and only $13 billion is actudly paid. 

The problem is essentidly threefold. First, for many children born out-of-wedlock, a child support 
order is never established. Second, when awards are established, they are often too low, are not 
adjusted for inflation, and are not sufficiently correlated to the earnings of the noncustodid parent. 
And third, of awards that are established, the fiill amount of child support is collected in ody about 
hdf the cases. Our proposd addresses each of these shortcomings. 

Establish Awards in Every Case 

The first step in ensuring that a child receives financid support from the noncustodial parent is the 
esublishment of a child support award. Roughly 57 percent of the potentid collection gap of $34 
billion can be traced to cases where no award is in place. Paternity, a prerequisite to esUblishing a 
support award, has not been established in about hdf of these cases. States currentiy esublish 
paternity for only about one-third of the out-of-wedlock births every year and typicdly try to establish 
paternity only af̂ er women apply for welfare. 

Paternity establishment is the first cmcid step toward securing an emotiond and financid conneaion 
between the father and the chUd. Recognizing the criticd importance of esUblishing paternity for 
every child, the Administration has already launched a major initiative in this direction by the creation 
of in-hospitd paternity establishment programs passed as part of the Omnibus Budget Reconciliation 
Act of 1993 (OBRA 1993). Research suggests that the number of paternities established 6an be 
increased dramaticdly if the process begins at birth or shortly thereafter, when the father is most 
likely to be present. 
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Parenting a child must be seen as an important responsibility that has consequences. For young 
fathers, this means that parenting a child will have red financid consequences for the support of that 
child. The responsibility for paternity establishment should be made clearer for both the parents and 
die agencies. If the mother provides verifiable information about the faUier, State agencies must 
establish paternity wiUiin strict timelines. 

This proposd expands Uie scope and improves the effectiveness of current Sute paternity 
establishment procedures. 

Streamlining Uie Paternity Establishment Process. The legd process for establishing patemity will be 
streamlined so that States can establish paternity quickly and efficientiy. Early voluntary 
acknowledgement of paternity will be encouraged by building on the present in-hospitd paternity 
esublishment programs. For Uiose cases Uiat remain. States will be given the tools they need to 
process routine cases without having to resort to the courts at each step. 

Cooperation from Mothers as a Condition of AFDC Benefits. The responsibility for paternity 
esublishment will be made clear boUi to parents and the agencies. Mothers who apply for AFDC 
must cooperate fully wiUi paternity establishment procedures prior to receiving benefits, under a new, 
stricter definition of cooperation which requires that the mother provide the name and other verifiable 
information that can be used to locate the father. The process for determining cooperation wUl dso 
be changed - "cooperation" will be determined by the child support worker, rather than die welfare 
caseworker, through an expedited process that makes a determination of cooperation before an 
applicant is dlowed to receive welfare benefits. Those who refuse to cooperate will be denied AFDC 
benefits. Good cause exceptions will continue to be provided in appropriate circumstances. In turn, 
once an AFDC moUier has cooperated in providing information, States will have one year to esublish 
paternity or risk losing a portion of their Federd match for benefits. 

Paternity Outreach. Outreach and public education programs aimed at voluntary paternity esublish­
ment will be greaUy expanded in order to begin changing the attitudes of young fathers and mothers. 
Outreach efforts at the Sute and Federd levels will promote die importance of paternity esublish­
ment, both as a parentd responsibility and as a right of the child to know both parents. 

Paternity Performance and Measurement Standards. States will be encouraged to improve their 
paternity establishment rates for dl out-of-wedlock births, regardless of welfare status, through 
performance-based incentives. A new paternity measure will be implemented that is based on the 
number of paternities established for aU cases where children are born to an unmarried moUier. 

Administrative AuUiority to Establish Orders Based on Guidelines. EsUblishing support awards is 
criticd to ensuring Uiat children receive the support they deserve. Child Support GV-D) agencies wUl 
be given the administrative auUiority to establish the child support award in appropriate cases, based 
on State guidelines. 

Ensure Fair Award Levels 

Fully 22 percent of die potentid child support collection gap can be traced to awards that are eitiier 
set very low initially or are not adjusted as incomes change. All States are currentiy required to use 
presumptive guidelines for setting and modifying dl support awards but they have wide discretion in 
their development and the resulting award levels vary considerably across States. For example, the 
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minimum amount of support due from noncustodid parents required to pay support for one child is 
$259 per month in Alabama, $241 in Cdifomia, $50 in Massachusetts, and $25 in New York. WhUe 
the use of Sute-based guidelines has led to more uniform treatment of similarly-situated parties within 
a Sute, there is stUI much debate concerning the adequacy of support awards resulting from 
guidelines. 

Anotiier concern is the failure to update awards as the circumstances of the parties change. Although 
the circumstances of both parents (including their income) and the child typicdly change over time, 
awards often remain at their origind level. Updating typicdly increases awards over time because the 
noncustodid parent's income typicdly increases after the award is set, while inflation reduces the 
value of awards. However, the noncustodid parent who loses his job or experiences a legitimate 
drop in earnings would dso benefit from updating because adjusting their awards will reduce the 
accumulation of arrearages. 

This proposd seeks to reduce the impact of inadequate child support awards and to provide 
distribution policies that enable families to more easily move from welfare to work. 

Modifications of Child Support Orders, Universal, periodic, administrative updating of awards will 
be required for both AFDC and non-AFDC cases in order to ensure that awards accurately reflect the 
current ability of the noncustodid parent to pay support. The burden for asking for an increase, if it 
is warranted, will be lifted from the mother and it will be done automaticdly, unless both parents 
decline a modification. 

Distribution of Child Support Payments, Child support distribution policies will be made more 
responsive to the needs of families by re-ordering child support distribution priorities. For famUies 
who leave welfare for work, child support arrearages will be paid to the family first. Arrearages 
owed to the State will be forgiven if the family unites or reunites in marriage. States wUl dso have 
the option to pay current child support directly to families who are recipients. Families often remain 
economically vulnerable for a substantid period of time after leaving AFDC — about 40 percent of 
those who leave welfare return within one year, and another 60 percent return within two years. 
Ensuring that dl support due to the family during this criticd transition period is paid to the family 
can mean the difference between self-sufficiency or a return to welfare. 

National Commission on Child Support Guidelines. Under the proposd, a Nationd Guidelines 
Commission will be established to study the issue of child support guidelines and make recommenda­
tions to the Administration and Congress on the desirability of uniform national guidelines or nationd 
parameters for setting State guidelines. 

Changing the present distribution mles will assist people in making a successftil transition from 
welfare to work by making pre- and post-AFDC arrears available to the family first if the family has 
left AFDC. Family unification will be encouraged by allowing families who unite or reunite in 
marriage to have any child support arrearages owed to the State forgiven under ceruin circumstances. 
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Collect Awards That Are Owed 

The fiill amount of child support is collected in only about hdf die cases. CurrenUy, enforcement of 
support cases is too often handled on a complaint-driven basis, with Uie IV-D agency taking 
enforcement action only when die custodid parent pressures the agency to do so. Many enforcement 
steps require court intervention, even when the case is a routine one. And even routine enforcement 
measures often require individud case processing, as opposed to being able to rely on automation and 
mass case processing. 

This proposd includes provisions for centrd registries and other tools to improve both intra- and 
interstate enforcement. 

State Role. A State-based system will continue, but wiUi bold changes which move Uie system toward 
a more uniform, centrdized and service-oriented program. All States will maintain a centrd registry 
and centrdized collection and disbursement capability. The registry will maintain current records of 
dl support orders and work in conjunction with a centralized payment center for the collection and 
distribution of child support payments. This will be designed to vasUy simplify widiholding for 
employers, as well as ensure accurate accounting and monitoring of payments. 

The State sUff will monitor support payments to ensure that the support is being paid, and they wUl 
be able to impose ceruin enforcement remedies at the State level administratively. Thus, routine 
enforcement actions that can be handled on a mass or group basis will be imposed through the centrd 
State offices using computers and automation. For States that opt to use locd offices, Uiis will 
supplement, but not replace, local enforcement actions. 

All cases included in the central registry will receive child support enforcement services automaticd­
ly, witiiout the need for an application. Certain parents, provided that they meet specified conditions, 
can choose to be excluded from payment through the registry. 

Sutes must move toward a child support system for the 21st century. With 15 million cases and a 
growing caseload, this will not occur by simply adding more caseworkers. Routine cases have to be 
handled in volume. The centrd registry, centrdized collection and disbursement system, increased 
administrative remedies, and overdl increase in automation and mass case processing are dl 
necessary for the operation of a high performing and effective child support enforcement system. 

The need has grown for one central State location to collect and distribute payments in a timely 
manner. The ability to maintain accurate records that can be centrdly accessed is criticd. The State-
based centrd registry of support orders and centralized collection and disbursement wUl enable Sutes 
to make use of economies of scale and use modern technology, such as that used by business - high 
speed check processing equipment, automated mail and postd procedures and automated billing and 
statement processing. Centralized collection will vasUy simplify withholding for employers since they 
will ody have to send payments to one source. Giving State agencies the ability to take enforcement 
action immediately and automaticdly removes the burden of enforcing the obligation from the 
custodid parent, usually the mother. 
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Federd Role. The Federd role will be expanded to ensure efficient location and enforcement, 
particularly in intersUte cases. In order to coordinate activity at the Federd level, a Nationd 
Clearinghouse (NC) will be established, consisting of three components: an expanded Federd Parent 
Locator Service (FPLS), Uie Nationd Child Support Registry, and Uie National Directory of New 
Hires. 

Interstate Enforcement. New provisions will be enacted to improve State efforts to work interstate 
child support cases and to make intersUte procedures more uniform Uiroughout the country. The 
fragmented system of State support enforcement has caused tremendous problems in collecting support 
across Sute lines. Given the fact that 30 percent of the current caseload involves interstate cases, and 
the fact that we live in an increasingly mobile sociay, the need for a stronger Federd role in 
interstate location and enforcement has grown. Many of the recommendations of the U.S. 
Commission on Interstate Child Support will be included to improve the handling of interstate cases, 
such as the mandatory adoption of the Uniform Interstate Family Support Act (UIFSA) and other 
measures to make the handling of interstate cases more uniform. 

License Suspension. States will be able to use the threat of revoking professiond, occupationd, and 
drivers' licenses to make delinquent parents pay child support. This threat has been extremely 
effective in Maine, California, and other States. 

Other Tough Enforcement Measures. To insure that people do not escape their legd and mord 
obligation to support their children, States will be given the enforcement tools they need, especidly to 
reach the self-employed and oUier individuds who have often been able to beat the system in the past. 
Sutes will be enablwl to take more efficient and effective action when child support is not paid, 
through the adoption of proven enforcement tools and streamlined enforcement procedures. Some of 
these tools include universd wage withholding; access to current income and asset information; easier 
reversd of fraudulent transfers of assets; interest and late pendties on arrearages; expanded use of 
credit reporting; easing bankruptcy-related obsUcles; authority to use the same wage garnishment 
procedures for Federd and non-Federal employees, including military and veterans; and restrictions 
on passports and visas for egregious arrearages. 

Training and Employment Programs for Noncustodial Parents. States will have the option of 
developing JOBS and/or work programs for the noncustodid parents of children who are receiving 
AFDC or have child support arrearages owed to the State from prior periods of AFDC receipt. A 
State could allocate a portion of its JOBS and WORK funding for training, work readiness and work 
opportunities for noncustodid parents. Requiring noncustodid parents to train or work off die child 
support diey owe appears to increase collections dramaticdly - most noncustodial parents pay their 
support rather than perform court-ordered community service. 

Performance-Based System. The entire financing and incentive scheme will be reconstructed, offering 
States a higher Federal match and new performance-based incentive payments geared toward desired 
outcomes. Federd technicd assistance will be expanded to prevent deficiencies before they occur. 
While pendties will still be available to ensure that Sutes meet program requirements, the audit 
process will emphasize a performance-based, "State-friendly" approach. There is dmost universd 
agreement that the current fiinding and incentive stmcture fails to achieve the right objectives. These 
enforcement tools can only be used effectively if States have the necessary funding and incentives to 
mn good programs. The funding proposd will institute a new funding and incentive stmcture that 
uses performance-based incentives to reward States that run good programs. 
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Child Support Enforcement and Assurance (CSEA) Demonstrations 

Children need and deserve support from bodi parents. Yet collections are often sporadic. Often no 
money is received for severd months, followed sometimes with a large arrearage payment. In other 
cases, the faUier is unemployed and cannot pay that month. In still oUier cases, the State simply fails 
in its duties to collect money owed. The proposd calls for demonstrations of Child Support 
Enforcement and Assurance which will attempt to link expanded efforts at child support collections to 
some level of guarantee that a child will receive a child support payment on a consistent basis. Under 
this experiment, persons with an award in place would be guaranteed a minimum level of support -
for example, $2,000 annudly for one child and $3,000 for two. This does not relieve die 
noncustodid parent of any obligations. It simply ensures that the child will get some money even if 
the Sute fails to collect it immediately. 

Child support enforcement and assurance is meant to test ways to ease the difficult task of moving 
people from welfare to work. It is designed to dlow single parents to count on some child support, 
usually from the noncustodid parent, but from the assured child support payment if the noncustodid 
parent becomes unemployed or cannot pay child support. The States Uiat try this demonstration will 
have tiie option to link it wiUi programs that require Uie noncustodid parent to work off the amount 
owed. 

Since CSEA protection will be provided only to custodid parents who have a child support award in 
place, moUiers should have more incentive to cooperate in the identification and location of Uie 
noncustodid father, since tiiey will be able to count on receiving benefits. CSEA benefits will 
normdiy be subtracted dollar for dollar from welfare payments. In most States, a woman on welfare 
will be no better off with CSEA, but if she leaves welfare for work, she can still count on her child 
support payments. Thus, work should be much more feasible and attractive. 

Enhance Responsibility and Opportunity for Noncustodial Parents 

There is considerable overlap between issues concerning child support enforcement and issues 
concerning noncustodial parents. The well-being of children who live with only one parent will be 
enhanced if emotional and financial support is provided by boUi of Uieir parents. Yet, the current 
child support enforcement system is ill-equipped to handle cases in which noncustodid parents cite 
unemployment as the reason for their failure to make court-ordered support payments, and pays scant 
attention to the needs and concerns of noncustodial parents — instead of encouraging noncustodid 
parents to remain involved in their children's lives, the system often drives them away. 

We need to make sure that dl parents live up to tiieir responsibilities. If we are going to expect more 
of mothers in welfare reform, we must not let fathers just walk away. A number of programs show 
considerable promise in helping noncustodid parents reconnect with their children and fulfill their 
financial responsibilities to support Uiem. Some programs help parents do more by seeing that they 
get the skills they need to hold down a job and support their children. Other programs require 
noncustodid parents to work off the support they owe. It is dso important to show parents who get 
involved in their children's lives again that when they pay child support, they restore a connection 
they and their chUdren need. 
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This proposd will focus more attention on noncustodid parents and send a message that "fathers 
matter." The child support system, while getting tougher on those who can pay support but refuse to 
do so, wUl dso be fair to those noncustodid parents who show responsibility toward their children. 

Mandatory Training and Work for Noncustodid Parents. Sutes will have the option to use a portion 
of JOBS and WORK program funding for training, work readiness, educationd remediation and 
mandatory work programs for noncustodid parents of AFDC recipient children who cannot pay child 
support due to unemployment, underemployment or other employability problems. Sutes will be able 
to choose to make participation by noncustodid parents mandatory or voluntary and will have 
considerable flexibility in designing their own programs. 

Demonstration Grants for Paternity and Parenting Programs. Paternity and Parenting Demonstration 
grants will be made to States and/or community-based organizations to develop and implement 
noncustodid parent (faUiers) components in conjunction with existing programs for high-risk families 
(e.g.. Head Start, Hedthy Start, family preservation, teen pregnancy and prevention). These grants 
wUI promote responsible parenting, including the importance of paternity establishment and economic 
security for children and the development of parenting skills. 

Access and Visitation Grants to States. Paternity actions will stress the importance of getting fathers 
involved earlier in their children's lives. Grants will be made to States for programs which reinforce 
the desirability for children to have continued access to and visitation by both parents. These 
programs include mediation (boUi voluntary and mandatory), counseling, education, development of 
parenting plans, visitation enforcement including monitoring, supervision and neutrd drop-off and 
pick-up, and development of guidelines for visitation and dtemative custody arrangements. 
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MAKING WORK PAY/CHILD CARE 

THE IMPORTANCE OF THE EITC, HEALTH CARE REFORM, AND CHILD CARE 

A cmcid component of welfde reform that promotes work and independence is making work pay. 
The Census Bureau reports Uiat in 1992, 16 percent of dl year-round, full-time workers had earnings 
too low to support a family of four out of poverty, up from 12 percent in 1974. The problem is 
especidly great for women: 22 percent-more than one in five-of year-round, full-time female 
workers had low earnings. 

Simultaneously, the welfare system sets up a devastating array of barriers for people who receive 
assistance but want to work. It penalizes those who work by taking away benefits dollar for dollar; it 
imposes arduous reporting requirements for those with earnings but still on welfare, and it prevents 
saving for the fiiture with a meager limit on assets. Moreover, working-poor families often lack 
adequate medicd protection and face sizeable child care costs. Too often, parents may choose 
welfare instead of work to ensure that their children have hedth insurance and receive child care. If 
our gods are to encourage work and independence, to help families who are playing by the mles, and 
to reduce both poverty and welfare use, then we must reward work rather than welfare. 

Although they are not discussed in this paper, the Earned Income Tax Credit and hedth 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 (EFTC) was a major step toward making it possible for low-wage 
workers to support themselves and their families above poverty. When fiilly implemented, it will 
have the effect of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with two or 
more children. Combined with food stamps, this tax credit helps ensure that people who work full-
time with a family at home will no longer be poor. 

The next criticd step toward making work pay is ensuring that dl Americans have hedth insurance 
coverage. Many recipients are trapped on welfare by their inability to fmd or keep jobs with hedth 
benefits that provide the security they need. And too often, poor, non-working famUies on welfare 
have better healUi coverage than poor, working families. The President's health care reform plan will 
provide universd access to hedth care, ensuring that no one will have to choose welfare instead of 
work to ensure Uiat dieir children have heddi insurance. Both the EITC expansion and heddi care 
reform will help support workers as they leave welfare to maintain their independence and self-
sufficiency. In one recent study, 83 percent of welfare recipients said they would leave welfare to 
take a minimum-wage job immediately if it provided hedth coverage for their families. Another 
study found that only 8 percent of people who leave welfare for work get jobs that provide hedth 
insurance. 

The plan includes two additional provisions that will increase the return from work for low-income 
families. Under current law, all income received by an AFDC recipient or applicant must be counted 
against the AFDC grant, except certain specified work-related and oUier disregards. The proposd 
conUins severd provisions to make work a more attractive option for recipients combining work and 
welfare and to simplify the treatment of income for recipients and caseworkers alike. Sutes will be 
required to disregard a minimum of $120 per month but will have flexibility to establish higher 
earnings disregard amounts to encourage work. In addition, Sutes will have the option to increase 
the current $50 per month child support pass-through. All disregards and the child support pass-
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tiirough will be indexed to inflation to ensure that recipients who work or receive child support will 
be treated consistentiy in the future. 

At present, a smdl percenUge of EFFC claimants take advanUge of the option to receive part of the 
EITC in advance payments throughout the year. While the reasons vary for the low utilization rate, it 
is partly due to a lack of information and because employers are responsible to determine eligibility 
and administer the payments. Public agencies that ded direetiy with welfare recipients are uniquely 
advanuged to ensure that the advance payment option is used frequendy and appropriately. The 
proposd will dlow States to conduct demonstration projects to make advance payments of die EITC 
available to eligible residents dirough a State agency. Many contend tiiat welfare recipients could 
particularly benefit from receiving the EITC in advance payments throughout tiie year because tiiey 
would experience the rewards from work on a more timely basis. 

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

The Federd Government currentiy subsidizes child care for low-income families primarily Uirough 
Uie open-ended entitiement programs (the Titie IV-A JOBS Child Care and Transitiond Child Care), 
a capped entitiement program (At-Risk Child Care), and a discretionary program (the Child Care and 
Development Block Grant). Working AFDC recipients are dso eligible for the child care disregard, 
dthough in many places it is too low to cover the cost of care (a maximum of $200 a month for 
infants and $174 a month for dl other children). The dependent care tax credit is seldom available 
for low-income families because it is not refundable. 

The current child care programs do not provide sufficient support for working-poor families. The 
separate programs are also governed by inconsistent legislation and regulations, making it difficult for 
States and parents to create a coherent system of care. Findly, there are problems with qudity and 
supply of care, especially for infants and toddlers. 
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SUMMARY OF PROPOSAL 

Improve Child Care for Low-Income Families 

• Maintain the existing child care guarantee 

• Expand child care for low-income working families 

• Maintain the Child Care and Development Block Grant 

• Address qudity and supply 

• Coordinate mles across dl child care programs 

• Revise child care subsidy rates 

Other Provisions to Make Work Pay 

• Allow States to reward work and the payment of child support 

• Permit agencies to provide advance payments of the EITC Uirough State agencies 

CHILD CARE 

This welfare reform proposd will increase child care fiinding both for families on cash assistance and 
working families not eligible for cash assistance. In addition, die proposd focuses on creating a 
simplified child care system and on ensuring that children are cared for in safe and hedthy environ­
ments. The proposd includes the following: 

Maintain the Existing Child Care Guarantee 

People on public assistance will continue to receive child care for taking part in work or training. 
Those who leave welfare will continue to receive a year of Transitiond Child Care. 

Expand Child Care for Low-Income Working Families 

We dso propose significant new funding for low-income, working families. The At-Risk ChUd Care 
Program, currently a capped entitlement available to serve the working poor, is capped at a very low 
level and States have difficulty using it because of the required State match. We propose to expand 
tills program by $2.2 billion over five years and to make the match rate consistent widi the new 
enhanced match rate in other Titie IV-A programs. This will more than double the amount of child 
care available for the working poor. 
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It is hard to argue, however, that low-income working families who have never been, or are no 
longer, on welfare are less needing or deserving of child care subsidies than people who are on 
welfare. While this proposd does not provide a child care guarantee for working poor famUies, it 
does provide a significant increase in support for them as well as for those on or moving off welfare. 

Maintain the Child Care and Development Block Grant 

The Administration's fiscd year 1995 budget cdls for a 22-percent increase in funding for die Block 
Grant. These funds support boUi services and qudity improvements. 

Address Quality and Supply 

We wUl provide a set-aside in die At-Risk program to address qudity improvements and supply 
issues. Qudity improvements will include a range of activities such as resource and referrd 
programs, grants or loans to assist in meeting SUte and locd standards, and monitoring for 
compliance with licensing and regulatory requirements. Supply issues will include a specid focus on 
the development and expansion of infant and toddler care in low-income communities. The god of 
our child care proposd is to attain a careful balance between the need to provide child care support to 
as many low-income families as possible and the need to ensure the safety and hedUiy development of 
children. Paying higher rates to increase qudity can limit the ability to increase the number of child 
care slots, but rates that are too low can also limit supply and parentd choice, and endanger children. 
We are dso concerned that there are specific child care supply problems in some geographic areas 
and for some children-especidly infants and toddlers. 

We propose a number of lower-cost strategies to address quality and supply. These include: 
improvements in the linkages between programs, including the various child care programs and Head 
Start; minimd but consistent health and safety standards; some direct funding toward Uie qudity and 
supply improvements; and some action to maintain a reasonable floor of payment. 

Coordinate Rules Across All Child Care Programs 

We will assist States to use Federal programs to create seamless coverage for persons who leave 
welfare for work. Hedtii and safety requirements will be made consistent across Uiese programs and 
will conform to standards in the Block Grant program. Sutes will be required to esublish sliding fee 
scdes and report consistentiy across programs. Efforts will be made to link Head Start and child care 
funding streams to enhance quality and comprehensive services. 

Children should be cared for in hedUiy and safe environments. The CCDBG standards, togedier wiUi 
two new standards on immunization and prohibiting access to toxic substances and weapons, are tmly 
the minimd requirements tiiat can provide such an assurance. More than hdf Uie SUtes are dready 
using Uie same sUndards for IV-A child care and CCDBG child care. Many more cite their State 
standards which will meet the CCDBG requirements. In dl cases except immunization. States will 
continue to establish their own standards; as a result this change should not have a significant effect 
on many States. We do not believe die immunization standard should vary from State to Sute. 
Findly, we continue to support strongly parentd choice and propose to add to IV-A the CCDBG 
requirements for: assuring parentd choice of providers, providing to parents information on options 
for care and payment of child care, and establishing a system for parentd complaints. 
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