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with children work after two years of assistance and that Food Stamp
recipients (between the ages of eighteen and fifty) without children engage
in work activity after several months;

(3) imposes a five-year per family time limit for receipt of cash assis-
tance or noncash assistance using federal block grant funds, with allow-
ance for exemption of up to 20 percent of a state’s caseload on the basis
of hardship;

(4) narrows eligibility criteria for disability benefits for children under
the Supplemental Security Income (SSI) program, allowing benefits only
to those children with impairments resulting in severe functional limita-
tions expected to result in death or to last for at least a year;

(5) renders current and future legal aliens ineligible for 5SI and Food
Stamp benefits until they become U.S. citizens (with some exceptions)
and places new eligibility limits on cash benefits for legal immigrants;

(6) creates federal and state tracking systems for enforcement of child
support payments, as well as penalties such as revocation of drivers’ li-
censes for failure to pay child support; and,

(7) reduces overall Food Stamp funding, resulting in the reduction of
individual subsidies from 80 cents per meal to 66 cents per meal.

Unlike earlier drafts of welfare reform legislation, the Act does not
require states to impose a ‘‘family cap’” on recipients, that is, to deny an
increase in benefits to a family upon the birth of a new baby. However,
the Act does not prevent states from imposing such a cap.

The new law does not convert Medicaid to a block grant program.
Thus, Medicaid remains a needs-based federal entitlement. Although a
welfare recipient can lose Medicaid for failure to comply with work require-
ments, U.S. citizens and certain aliens™ eligible for Medicaid on the basis
of income prior to the Act generally will continue to be eligible. Welfare
recipients in transition from assistance to self-support will also continue
to be eligible for Medicaid coverage for up to one year after their cash
benefits end.

The nine parts or titles of the Act are: (I) Block Grants for Temporary
Assistance for Needy Families; (II) Supplemental Security Income; (III)
Child Support; (IV) Restricting Welfare and Public Benefits for Aliens;
(V) Child Protection; (VI) Child Care; (VII) Child Nutrition Programs;
(VIII) Food Stamps and Commodity Distribution; and (IX) Miscellaneous.
Following is a brief description of changes to the cash welfare system, as
reflected in various parts of the Act, as well as a more detailed explanation
of the child care provisions of Title VI.

Temporary Assistance for Needy Families

The Act ends a core element of federal welfare policy by eliminating
AFDC, the sixty-one-year-old federal guarantee of cash assistance to poor
families with children.® A new system of block grants to the states, TANF,
replaces the former AFDC entitlement. The stated purposes of TANF are
to give states flexibility in providing assistance to poor families with chil-
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dren, end the reliance of poor parents upon government benefits through
employment, prevent out-of-wedlock pregnancies, and encourage the for-
mation and maintenance of two-parent families.™

TANEF block grants are limited or “‘capped’” funds to the states to be
used as cash assistance for poor families. Because the funds are limited
to $16.4 billion annually from 1997 through 2002, there is no longer an
open-ended federal guarantee of cash benefits to families based upon
need. The Act does provide for additional federal TANF funds to states
that qualify due to high unemployment or large populations of needy
families.” Once these additional federal funds are exhausted, all other
ffash assistance to the poor must be paid by state and local governments,
if at all.

Under prior law, states established welfare eligibility criteria and benefit
levels, but were federally mandated to provide benefits at these set levels
to those who met the established state eligibility rules.” The federal gov-
ernment provided open-ended welfare funds to states at a percentage that
varied among states from 50 to 78 percent of state welfare expenditures.”
Thus, so long as a state was spending its own money on AFDC recipients,
the federal government continued to contribute ‘“matching’’ funds for
this purpose.

In contrast to prior law, the Act gives states the freedom to cap the
amount of money to be sEent on welfare benefits, if they so choose and
if permitted by state law.” Thus, poor children whose families otherwise
meet a state’s eligibility requirements no longer are assured of receiving
basic cash assistance. Potentially, a state could run out of block grant
funds for the year and place new applicants on waiting lists or even
terminate benefits to current recipients.

Nothing in the Act prohibits states from guaranteeing welfare benefits
to those who qualify on an open-ended basis, as required under the prior
federal welfare law. The enormous potential cost to state governments,
however, creates a strong fiscal disincentive for open-ended eligibility,
given the cap on federal funds under the new law.

The Act allows the TANF block grant money to be used for public
assistance activities permitted under priorlaw” as well as for new activities
designed to carry out the stated purposes of the program. While the TANF
block grants give states considerable control over how federal welfare
dollars will be spent, states must comply with a number of restrictions
on these funds as well. Only 15 percent of TANF funds may be used for
state administrative costs. In addition, states cannot use TANF block grant
money for families in which an adult has received federal ‘‘assistance’’
for a total of sixty months.” Within this five-year time limit, states may
exempt up to 20 percent of their caseload based upon hardship. States
may set shorter TANF eligibility time limits if they choose.

States receiving TANF block grants must include mandatory work par-
ticipation requirements for recipients. Under the Act, adults in TANF
families must participate in work activity after receiving TANF cash bene-
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fits for two years, or earlier if state authorities deem them ready for work.”
Hours of required work activity differ for single parents with children
under the age of six and two-parent families. Required work participation
levels begin at twenty hours per week in 1997 and increase to thirty hours
per week by 2002.

To avoid a reduction in TANF block grant funds, states must meet
work participation rates set forth in the Act, beginning with 25 percent
of total TANF caseload in 1996 and increasing to 50 percent by 2002. The
Act does not include federal exemptions from work requirements, but
allows states to exempt single parents of infants under age one from work
requirements and to exclude these individuals in calculating their total
caseload work participation rate. The Act provides that single parents
with children under the age of six who cannot find child care cannot be
penalized for failing to comply with work requirements, but includes little
guidance for implementing this provision on a case-by-case basis. States
also may opt out of a provision in the Act that requires unemployed adults
to participate in community service after receiving benefits for two
months.

The Act allows states to give TANF benefits to unmarried parents under
the age of eighteen and their children, provided that they live with an
adult relative or in an “‘adult-supervised setting.”’” States are required
to assist minor parents in securing a suitable home or an adult-supervised
setting. Minor parents who may suffer harm in the home will be exempt
from this requirement. Minor parent recipients are required to attend high
school or a training program after their children are twelve weeks old.

Before drawing down TANF block grant funds, a state must submit
for approval to the Department of Health and Human Services a plan that
outlines, among other things, welfare eligibility criteria, benefit levels,
and the appeal process for those who are denied benefits. Although the
law contains some requirements for fairness to recipients, the role of HHS
and scope of its authority to reject plans are unclear at this time. The
deadline to submit state plans is July 1, 1997, but the federal guarantee
of cash assistance ended on October 1, 1996.%

To receive their full share of federal TANF block grant funds from
1998 through 2003, states will have to meet a ‘‘maintenance-of-effort”
requirement. This means that a state must spend at least 75 percent of
the money it spent on federal welfare programs during 1994, or 80 percent
if the state fails to meet TANF work participation requirements. A state
will lose one federal block grant dollar for every dollar that its spending
falls short of the required percentage of its 1994 rate. States may carry
over certain TANF block grant funds to future fiscal years. They may also
transfer up to 30 percent of TANF cash assistance funds for child care
and social services purposes. However, no more than 10 percent of TANF
funds may be transferred for social services.”

The Congressional Budget Office estimates no significant difference in
federal spending under the Act for cash welfare benefits as compared to
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the former AFDC assistance program, citing cuts in the Food Stamp pro-
gram and cuts in benefits to legal aliens as the chief sources for the pro-
jected $55 billion in overall savings.* Because many state welfare caseloads
have declined recently, it is entirely possible and ironic that a state may
actually receive more money under the new law’s family assistance grants
during the transition period (October 1, 1996, to June 30, 1997), as com-
pared to the federal AFDC matching funds it would have received based
on its 1996-97 welfare caseload.”

Child Care Funding

The Act contains strict work participation requirements for recipients
of TANF cash assistance, as well as a five-year limit on cash benefits to
families. These changes are likely to result in increased demand for child
care among welfare recipients and the working poor.”

Federal support of child care for these groups was the subject of much
controversy throughout the reform debate. Notably, in response to Presi-
dent Clinton’s veto of the version of welfare reform passed by Congress
in December 1995,% the National Governors Association (NGA) recom-
mended modifications that included an additional $4 billion in entitlement
funding for child care to the states and an increase to 5 percent (from 3
percent) for the states’ administrative cost allowance out of such funding.
The Act in final form incorporates, among other NGA suggestions, both
the additional child care funding and an increase in the related administra-
tive allotment.”

Effective October 1, 1996, the Act eliminated three major programs that
previously provided child care for the poor under the prior federal welfare
law. These programs, often referred to as Title IV-A child care programs,
were: (1) child care for AFDC recipients who work or participate in the
JOBS program, the federal employment, training, and education program
for AFDC recipients; (2) Transitional Child Care for families who are no
longer eligible for cash welfare due to income; and (3) At-Risk Child Care
for low-income working families likely to become eligible for cash welfare
assistance without child care benefits.”

In place of these programs, the Act creates the Temporary Assistance
for Needy Families (TANF) Child Care Block Grant, which provides
““capped’’ child care subsidies to states for past, current, and potential
recipients of TANF cash welfare assistance. The Act also reauthorizes,
with amendments, federal funding for the existing Child Care and Devel-
opment Block Grant (CCDBG) program.* The Act requires that both the
new TANF Child Care Block Grant and the existing CCDBG be adminis-
tered through the revised CCDBG program, thus greatly expanding the
CCDBG program.

The Act funds a total of $22 billion for child care to states through the
TANF Child Care Block Grant and the CCDBG Block Grant over fiscal
years 1996 through 2002. The larger of the two funding sources is the
newly created TANF Child Care Block Grant, which will increase each
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year from almost $2 billion in fiscal year 1997 to more than $2.7 billion in
2002.

The reauthorized and amended CCDBG Block Grant is to be funded
at $1 billion per year from 1996 through 2002. This grant is 2 mandatory
entitlement to the states. In contrast, the CCDBG Block Grant funding
is deemed discretionary funding to the states because actual funding will
depend upon whether Congress makes the annual appropriations at the
levels authorized in the Act.” The new joint stream of federal child care
subsidies, consisting of the CCDBG and TANF Child Care Block Grant,
is now known as the Child Care and Development Fund.™

TANF Child Care Block Grant

By replacing the Title IV-A child care programs with the TANF Child
Care Block Grant, the federal government has ended the states’ obligation
to guarantee child care for current and former AFDC recipients. TANF
Child Care Block Grant funds allocated to a state but not used during the
year in which awarded will be reallocated in subsequent years to other
states.

The Act separates TANF Child Care Block Grant mandatory funding
into three categories: (1) state block grant entitlernents based on recent
federal AFDC allocations; (2) Indian tribes set-aside; and (3) *‘remainder”’
funds for matching grants to states. The TANF Child Care Block Grant
funding will be transferred to the CCDBG program in each state and
administered by a lead agency within each state. Under the amended
CCDBG program, state lead agencies may administer the program using
private as well as government agencies.

The first category of TANF Child Care Funding is a $1.2 billion annual
mandatory block grant from 1997 through 2002 to be divided among the
states. State shares of this amount will be determined on the basis of
recent federal expenditures to the state under AFDC child care programs.
States will be able to maximize this amount by choosing from 1994 or 1995
spending levels or the average of spending from 1992 through 1994. In
a break with past law, states will not be required to match federal funds
in order to be eligible for this mandatory funding share of the TANF Child
Care Block Grant.

The second category of child care funding through the TANF Child
Care Block Grant is the Indian tribes set-aside. Up to 2 percent, but no less
than 1 percent, of the TANF child care funds (52 billion in 1997 increasing to
$2.7 billion in 2002) will be earmarked for child care for Indian tribes.
There was no provision for Indian tribes set-asides under the three former
Title IV-A or AFDC-related child care subsidy programs.

The third category of child care funding within the TANF Child Care
Block Grant consists of the annual “‘remainder”” of the TANF Child Care
Block Grant funds after payment of the mandatory block grant funds
to states and the Indian tribes set-aside. These remainder funds will be
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available for matching grants to the states. States will be eligible for remain-
der funds once they have spent all of their allocation from the first TANF
mandatory block grant category plus an amount equal to the amount
expended by the state for the three former AFDC-related child care pro-
grams in 1994 or 1995, whichever is greater. Once eligible for remainder
funds, a state will receive a distribution based upon its percentage of
population aged thirteen and younger.

Child Care and Development Block Grant (CCDBG)

The Act authorizes the revised CCDBG to be funded at $1 billion per
year from 1996 until 2002. Since 1990, the CCDBG program has funded
child care on a sliding-scale fee basis for low-income families with parents
who work, attend job training, or go to school. CCDBG funding under
the Act is discretionary because actual funding will depend upon annual
congressional appropriations during this period. States will receive a por-
tion of the annual $1 billion allocation based upon the existing formula
in the CCDBG statute. This formula allocates funds to states based upon
the number of low-income children within the state and state per capita
income. Indian tribes will also receive up to 2 percent, but not less than
1 percent of the annual $1 billion allocation for CCDBG funds. Under
current law, Indian tribes are entitled to 3 percent of CCDBG funds.

States must spend CCDBG funds within the year awarded or in the
subsequent year. Under prior law, states were permitted to spend CCDBG
allotments within three years following the award. States must spend
TANF Child Care Block Grant funds in the year awarded or forfeit them
to a redistribution fund for other states in the subsequent year.

Other significant changes to the CCDBG program include:

(1) anincrease in family income eligibility from 75 percent to 85 percent
of state median income;

(2) the elimination of a 25 percent reserve for activities to improve the
quality of child care and other supplementary child care services;

(3) anew reserve of 4 percent of funds for child care quality improve-
ment activities to educate child care consumers and the public;

(4) the elimination of CCDBG registration requirement for child care
providers otherwise exempt from state or local registration laws;

(5) arequirement that each state’s “CCDBG Plan’’ must show how
the state will meet the child care needs of families that receive TANF
cash assistance, are in transition off TANF, or are at risk of becoming
eligible for TANF. States must show that 70 percent of the TANF Child
Care Block Grant funds are used to provide child care for such families
and that a substantial portion of the remaining 30 percent will be used
to provide assistance tolow-income working families other than families
receiving TANF cash assistance, trying to transition off TANF cash bene-
fits through work, or at risk of becoming dependent upon TANF cash
assistance; and,
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(6) substantial increases in states’ reporting requirements with respect
to families receiving child care benefits, child care providers receiving
benefits, and other data relating to services generated from federal child
care funding.*

In addition to the two federal child care funding streams (TANF Child
Care Block Grant and CCDBG), the Act gives states flexibility to transfer
up to 30 percent of their TANF cash welfare block grant for use in child
care programs. This transfer provision allows states to transfer cash wel-
fare block grant money to Title XX Social Services Block Grants as well.
However, no mare than 10 percent of TANF cash welfare block grant
funds may be transferred for social services purposes and the recipients
of such funds must have incomes below 200 percent of the poverty level.
The Act prohibits states from transferring TANF Child Care Block Grant
and/or CCDBG funds for use outside of child care assistance.

Comparison to Prior Spending Levels

The Congressional Budget Office has estimated that from 1997 through
2002 the Act will increase child care outlays by $3.5 billion over projected
spending under the former law .* The total of TANF and CCDBG funding
under the Act (if fully funded) for fiscal year 1997 is $2.967 billion (51.967
billion in TANF Child Care Block Grant funds and 51 billion in CCDBG
funds). Before the new law’s enactment, President Clinton had requested
a total of $2.495 billion for these programs for fiscal year 1997.% In raw
numerical comparisons, federal child care spending under the Act appears
to increase in relation to former law.

Under the priorlaw, however, AFDC Child Care and Transitional Child
Care were open-ended federal funding streams. This meant that so long
as a state spent money on these programs, it could expect federal matching
dollars for every dollar spent. Under the Act, all welfare and child care
block grants to the states are capped, regardless of state spending. Thus,
the states will not necessarily have access to more federal child care fund-
ing than under prior law.®

Federal funding projections for child care remain unclear under the
Act due to its complexity. For example, effective October 1, 1996, the Act
reduced Title XX Social Services Block Grants to the states by 15 percent
(from $2.8 billion to $2.38 billion). States are permitted to use the Social
Service Block Grant in a variety of ways, including for child care services.”
The impact of this cut upon child care, however, is uncertain because
states may use TANF cash welfare block grant funds to provide child care
assistance. In addition, the Act allows states to transfer up to 30 percent
of TANF block grant cash welfare funds for child care assistance.

Much stricter work requirements under the new law are likely to result
in greater demand for child care among the working poor.* Thus, even
assuming that federal child care assistance expenditures under the Act
exceed projected spending under prior law, increased demand for child
care subsidies may very well outpace any increase in funding. If federal
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funding for child care falls short of the level necessary to carry out the
work participation requirements of the Act, states will be responsible for
funding the gap.

The size of a child care funding gap under the Act, or whether such
a gap will exist at all, is difficult to project. Some policy analysts predict
that if states restrict welfare eligibility, welfare caseloads will decrease,
as will the number of families eligible for child care assistance. Accord-
ingly, there would be fewer families eligible for an increased pool of child
care funding, possibly creating a surplus in such funds.” More likely,
however, states will find that the new work requirements for welfare
recipients will increase the total demand for child care subsidies for welfare
recipients and for the broader population of the working poor. Because
almost two-thirds of the 1.5 million children receiving federal child care
subsidies are from working poor families, this situation has already forced
states to face the growing problem of welfare recipients and the working
poor competing for child care subsidy dollars. For instance, the State of
Wisconsin has revised its child care subsidy eligibility criteria, making it
much more difficult for working poor families to qualify.*

The Act is fueling the debate about child care as work for welfare recipi-
ents. Under the Act, arecipient can meet TANF work participation require-
ments through providing child care for another recipient who is engaged in
community service in fulfillment of TANF work program requirements.*
Although this may appear to be an efficient system, the Act provides no
details for regulation of this care or how such a program will be imple-
mented. Child care professionals warn that the expectation that welfare
mothers will assimilate easily into this field without adequate training and
support is naive and potentially disastrous.”

Achieving and maintaining the quality of child care services for families
remains a stated goal of federal policy and one purpose of the new federal
Child Care Bureau. The Secretary of Health and Human Services estab-
lished the Child Care Bureau in January 1995 as part of the HSS Adminis-
tration on Children, Youth and Families. The bureau will play a key role
in drafting the regulations for Title VI of the Welfare Reform Act.

The Child Care Bureau is responsible for administering federal child
care funds to the fifty states, U.S. territories, and Indian tribes. In anticipa-
tion of the Act’s impact on child care policy at the state level, the federal
Child Care Bureau has been working closely with state officials in an effort
to achieve quality child care services. As part of this effort, the bureau
has established the National Child Care Information Center, a valuable
resource that provides up-to-date child care information to government
administrators, policy makers, parents, child care providers, and the gen-
eral public.

To reduce the administrative burden on states, the Child Care Bureau
combined the staff of the former federal AFDC, At-Risk, and Transitional
Child Care programs with the staff for the Child Care and Development
Block Grant program. This parallels the Act’s consolidation of federal child
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care subsidies into a joint federal funding stream for child care subsidies,
now known as the Child Care and Development Fund. The bureau pre-
dicts that the new system, characterized as ‘‘seamless,’”’ eventually will
be easier for the states in terms of administration because states no longer
will need to determine a poor family’s eligibility under multiple child care
subsidy programs.*

The Child Care Bureau provides a source of federal guidance to states
in adapting to the new regulatory environment for federal child care sup-
port. It may also help states develop a more efficient delivery system for
child care benefits under the Act. The bureau, however, cannot change
the structural limitations of welfare reform as we know it. Over time, the
Act is still likely to result in a funding gap for child care. And for many
poor parents, the federal entitlement to child care support, which pre-
viously was tied to AFDC, has disappeared.

Conclusion

The 1996 Welfare Reform Act has mixed implications for child care
policy. Federal funding to the states to support child care efforts will
increase in the short term. Moreover, changes in the structure of that
funding will give states more flexibility in administration of federal subsid-
ies. Opportunity exists at such a fluid moment in public policy to craft new
child care initiatives and to build upon an already decentralized system.”

The question of child care for low-income families trying to get off
welfare, as well as for working poor trying to sustain employment, is
central to the welfare reform challenge. A major obstacle for obtaining
and sustaining employment among the working poor is the lack of ade-
quate and affordable child care. With the new law pushing mere people
from welfare to work, demand for child care services will intensify. Al-
though federal expenditures for child care may increase in the near term,
it is unclear whether funding levels now and in the future will be sufficient
to meet the growing need for subsidized day care for children of the
working poor.

A critical change is that federal funding for child care in the coming years
is capped and may very well fall short of increasing demand. Furthermore,
poor families have lost their entitlement to child care subsidies formerly
associated with AFDC. As funding responsibility shifts to the states, some
states will foot the cost, while others will restrict eligibility and leave many
poor and moderate-income families without adequate child care support.

Welfare “'reform’ is arguably a misnomer for this Act because it trans-
fers the work of substantive reform to the states.”® With Orwellian flare,
the very name of the Act is misleading, implying that *‘work opportunity”
and “'personal responsibility’” will result from dismantling the federal
welfare system.” Although the Act mandates work and favors certain
parenting choices, scant evidence exists that the legislation is likely to
yield the desired changes in personal behavior or lead to employment
opportunity and economic seif-sufficiency for the working poor.¥
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The stated goals of the Act appear disconnected from its substantive
provisions. Withrespect to ‘“work opportunity,’’ the Act directs that states
require adult recipients to work after two years on public assistance, and
it sets overall work participation rates that each state must meet. Nothing
in the Act, however, addresses the paucity of quality jobs available to
those on public assistance and the obstacles faced by the working poor
in sustaining employment.™

Despite the Act’s emphasis on work requirements, over two-thirds of
AFDC recipients are children, the adult beneficiaries are parents or rela-
tives caring for children, and many of these adults are already working.*
Projected gaps in child care funding, moreover, will fall hardest on the
working poor and may undermine policy efforts to promote transition
from welfare to work.

The findings reported in the Act reflect an explicit aim to modify the
personal behavior of welfare recipients, with farticular focus on the nega-
tive consequences of out-of-wedlock births.™ Yet, social science research
suggests that welfare Jprograms are not among the primary reasons for
out-of-wedlock births.” Evenif the Act were to encourage AFDC recipients
to work more and bear fewer children out of wedlock, these rationales
have little to do with many of the legislation’s sweeping changes.

Supporters of the Act claim that it will rescue the poor from a depen-
dency trap and unleash new creativity in state and local policy. Critics
see the Act as abandonment of the poor, predicting brutal cuts in state
support and no sign of employment opportunities necessary for welfare
recipients to make the transition to ongoing work.” From either point of
view, the new federal welfare rules present each state with the challenge
of reforming its own regime for reducing and coping with poverty—all
with new limits on federal funding. The result is likely to be a patchwork
of policies with wide disparities among the states.®

The question of child care is central to welfare policy. Welfare reform,
if it is to succeed, must help generate better jobs and craft targeted policies
for the working poor. For parents to make the transition from welfare to
work and to sustain employment, adequate public support for affordable,
quality child care is essential.

1. Personal Responsibility and Work Opportunity Reconciliation Act of
1996, Pub. L. No. 104-193, 110 Stat. 2105.

2. In this article, we highlight major changes in federal welfare law with
an emphasis on federal child care subsidies. For a more thorough explanation
and summary of the Act, see AMERICAN PUBLIC WELFARE ASSOCIATION
(APWA), THE NATIONAL GOVERNORS ASSOCIATION (NGA), & THE NATIONAL
CONFERENCE OF STATE LEGISLATURES (NCSL), THE PERSONAL RESPONSIBILITY
AND WORK OPPORTUNITY RECONCILIATION ACT OF 1996 (CONFERENCE AGREE-
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