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I. Introduction
Congress is currently considering eliminating the Aid to Families with Dependent Children
(AFDC) program and replacing it with block grants to states. The House and Senate have approved
separate versions of bills that would implement a block grant program. Both versions would
eliminate an individual’s federal entitlement to cash assistance and would impose a five-year
lifetime limit on receipt of such assistance. The House bill also contains a "child exclusion"
provision under which states would be expressly prohibited from providing cash assistance through
the block grant to any child born to a recipient, except in cases of rape or incest. Under the Senate
version, child exclusions are not mandated upon states but are at state option. /1/ At writing, it is
uncertain what form any child exclusion will take in the event welfare reform legislation becomes
law. /2/
Child exclusions are intended to deter the behavior of parents on AFDC by denying cash assistance
to them and/or their individual children. At bottom, however, this exclusion policy reduces AFDC
cash assistance to poor families, notwithstanding that this assistance is the only resource they have
to procure a place to live. How will these families maintain safe and decent housing -- or any
housing at all -- with substantially reduced AFDC grants? How will AFDC assistance reductions
affect federal housing programs, such as public housing and Section 8 rental assistance? Will child
exclusions contribute to AFDC recipients’ homelessness , increasing demand for emergency
shelter, emergency assistance, and other emergency services?
Some insight into these questions can be gleaned from examining New Jersey’s child exclusion,
sometimes referred to as the "family cap." /3/ This experiment, in effect statewide since August
1993 under a waiver from the U.S. Department of Health and Human Services (HHS) under section
1115 of the Social Security Act, deprives AFDC cash assistance to needy children conceived and
born to AFDC recipient parent(s).
New Jersey was the first state to adopt and implement child exclusion, but other states have since
followed its lead by obtaining section 1115 waivers from HHS. /4/ This article describes how the
New Jersey child exclusion works, including the reductions in cash assistance triggered by the birth
of an excluded baby, and the effect of those reductions on the family’s ability to pay rent and avoid
eviction or homelessness.

II. Child Exclusion
In early 1992, the New Jersey legislature amended existing state law to authorize child exclusion.
Under the law, the New Jersey Department of Human Services (DHS) is directed to eliminate the
standard AFDC grant increase for any child conceived by and born to an AFDC recipient. /5/ The
law also provides that, as an incentive to work, parents of excluded children may retain more
earned income than other AFDC recipients. /6/ Because the exclusion conflicts with federal law,
the state applied for a section 1115 waiver and, on July 20, 1992, the Secretary of HHS granted
waivers to authorize the exclusion as a five-year experiment. /7/
In September 1992, DHS adopted regulations to implement the HHS waiver and state law. These
regulations provide that every child born after August 1, 1993, to a parent who has received AFDC
for any month within ten months preceding the birth of the child "shall be excluded from the
[AFDC] eligible unit, for cash assistance purposes only," and the parent "shall not be entitled to
incrementally increased AFDC benefits as a result of the birth of a child(ren)." /8/ Children of new
AFDC applicants born within ten months of the application are not excluded from the eligible unit,
and the parent is entitled to incrementally increased benefits for that child. /9/ There is no exception
for children conceived through rape or incest, or born because of failed contraception. All children
in a multiple birth are excluded. Excluded children remain eligible for food stamps and Medicaid.
/10/
The regulations also provide an additional state earned income disregard for parents of excluded
children and give these parents access to education and job training through an expanded Job
Opportunities and Basic Skills Training Program -- the Family Development Program (FDP). /11/
Because excluded children are part of the AFDC filing unit, countable income attributable to the
child will reduce the family’s grant even though the grant will not be increased to reflect the child’s
needs. /12/ In addition, the state treats child support paid on behalf of the excluded child the same
as it does of any other eligible child. The child support is assigned to the state, which then retains it,
except for the $50 per family pass-through, as reimbursement for the AFDC paid to the family. /13/
The terms and conditions under which HHS granted the waiver require DHS to evaluate the impact
of child exclusion on "family structure" by examining "marital status and birth rates" among a
small segment of AFDC households. For this purpose, 9,000 AFDC families have been randomly
selected and equally divided into control and experimental groups. The remaining 113,000 AFDC
families statewide are subject to child exclusion even though they are not part of the evaluation and
no data will be gathered from them. HHS has never explained why it imposed the exclusion on
virtually the entire AFDC population for no experimental purpose whatsoever. /14/
A. Implementation Since August 1993
Child exclusion took effect statewide on August 1, 1993. From that date through October 1994,
7,893 needy children were excluded from the AFDC program. This represents 43.69 percent of the
total children born to AFDC recipients over the 15-month period. The remaining 56.31 percent, or
10,176 children, were born within the first ten months of the family’s receipt of AFDC and thus
were not subject to the exclusion. /15/

The data released by the state on child exclusion since its implementation has focused on a single
issue: the numbers of children born to women on AFDC and whether those numbers prove that the
exclusion deters childbearing by lowering the birthrate in the AFDC population. Information
released early in the experiment, looking at the overall AFDC birthrate before and after
implementation of the exclusion, showed a decline in the birthrate among AFDC recipients
statewide. /16/ The declines were then simply attributed to the exclusion policy. /17/
While the focus remains on determining if child exclusion causes fewer births among AFDC
recipients, no systematic effort has been made to ascertain its impact on needy children and their
families. Thousands of excluded children have been born in New Jersey since August 1993. Their
parents and caretakers are receiving no cash assistance for their care and support. How are the
parents and caretakers meeting the basic subsistence needs of their children, particularly the need
for a safe and decent place to live?
B. Child Exclusion and AFDC Benefit Levels
New Jersey, like other states, sets the amount of cash assistance paid to eligible AFDC recipients
by taking into account family size. The more children in a family, the larger the grant, in
accordance with an established schedule. /18/ If a child is excluded, however, the family does not
receive the standard increase in cash assistance typically provided when a family adds a new
member.
The practical consequence of excluding certain children from AFDC is significant reduction in the
cash assistance available to parents for the care and support of their children. This reduction is
made from AFDC assistance levels that are already far below the poverty level. /19/ The most
common reduction occurs when a mother of one or two children gives birth to another child. In
New Jersey, the mother would otherwise receive an increase of $102 per month for the second
child, bringing the monthly assistance to $424, or $64 for the third child, bringing the monthly
grant level to $488. Mothers of excluded children, however, are deprived of these increases, despite
the presence of the additional child in the family. The result is overall reductions of monthly cash
assistance of 24 percent and 12 percent, respectively.
The effect of child exclusion on grant levels is shown in the four AFDC families listed in table 1.
/20/ E.P. and Q.A. gave birth to a second child who is subject to the exclusion. G.S. and E.S. had
two children and then had a third excluded child. K.H., a mother of two children, gave birth to
triplets, all of whom are excluded from AFDC.

III. Child Exclusion and Housing Costs
Families subjected to child exclusion have an additional child in need of a safe place to live and
less money available each month to meet this basic need. The policy, therefore, furthers the
distance between AFDC cash assistance payments and the cost of rental housing in New Jersey.

Thus child exclusion exacerbates housing problems among AFDC households, particularly among
those who do not live in public housing or are unable to obtain federal rental assistance.
New Jersey’s AFDC grant levels fall far short of the fair market rents (FMR) established by the
U.S. Department of Housing and Urban Development (HUD), even before imposition of the
assistance reductions due to child exclusion. The 1994 FMR for a two-bedroom housing unit in
New Jersey is $827 per month, whereas the maximum monthly AFDC grant for a family of three is
just 51 percent of that, or $424 per month. /22/ The grant for a four-person family, $488, represents
only 59 percent of the average housing rent. The $403 shortfall between AFDC grant levels for a
three-person family and the FMR for a two-bedroom housing unit in New Jersey is the largest such
gap in the nation. /23/
Child exclusion significantly widens the housing cost shortfall for AFDC families, a gap that, even
before imposition of the exclusion, stands at close to one-half. The family of three with an excluded
child receives only $322 in AFDC per month, falling 29 percent to a mere 22 percent of the twobedroom FMR. The $422 monthly provided to a family of four with an excluded child drops the
family another 8 percent to 51 percent of the two-bedroom FMR.
Ninety-eight and one-half percent of AFDC households in New Jersey are renters. Of those, at least
72.7 percent rent housing from private owners without any additional housing assistance. Only 14.6
percent of AFDC families live in public housing or have their rent subsidized under the federal
Section 8 rental assistance program. /24/ Very few AFDC families -- 2.7 percent -- have earned
income to help meet housing costs. /25/ There are no reports that families with excluded children
are using the extra state earned income disregard made available just for them, or that these
families are participating in the FDP job training program, most likely because of the lack of free or
low-cost infant day care.
The data show that few AFDC families in New Jersey have their rent subsidized through a housing
program and very few have any earned income. Virtually all families, utilizing the AFDC cash
assistance, must rent housing in the private market. Child exclusion, by effectively reducing AFDC
cash assistance levels, at a time when families increase in size and have greater housing needs,
directly affects the capacity of poor families to maintain housing and thereby avoid eviction and
homelessness.

IV. Child Exclusion and Homelessness
New Jersey has made no effort to assess the condition of the housing occupied by families with
excluded children, including whether these families are able to find housing they can afford or
whether, lacking any alternative, they must crowd into already occupied housing. Neither has the
state examined the extent to which these families experience evictions and subsequent
homelessness. The only light shed on these important issues is from the experiences of the affected
families themselves, particularly those who, when faced with eviction or a need for emergency
assistance, seek representation from legal services.

The facts in the cases listed above are illustrative of the housing problems of families with excluded
children. /26/ K.H., the mother of the excluded triplets, cannot afford to house her five children on
$424 per month. She and her children live in one room in her sister’s apartment. E.S. and G.S. rent
an apartment for $550 per month, well in excess of their $488 from AFDC. Voluntary help from a
relative makes up the difference. Following spells of homelessness, E.P. and Q.A. were able to rent
housing only with the help of temporary rental assistance (TRA), a form of assistance made
available to homeless AFDC families in New Jersey under its emergency assistance program. /27/
Each of these women receives $322 in AFDC per month. TRA, which has a twelve-month time
limit, fills the gap for their monthly housing rents of $370 and $430, respectively.
These individual cases point to several likely trends among families with excluded children. First,
the effective AFDC grant reductions drop families so far below even the lowest street rent that they
are unable to afford any housing and will eventually be compelled to crowd into units leased by
relatives and friends. Second, those families who manage to rent housing are likely to be paying all,
or nearly all of their monthly cash assistance for rent. Having little or no funds for clothes, utilities,
or personal needs, or to meet a sudden emergency, these families are prime candidates for eviction.
Third, although the rent of AFDC families in public or subsidized housing is fixed by the Brooke
Amendment at 30 percent of their monthly AFDC grant, 42 U.S.C. Sec.1437a(a), families with
excluded children in this housing also have less money for other basic subsistence needs. In
addition, when AFDC grants are reduced under child exclusion, more per unit subsidy from HUD
is needed because these families have less money for rent. Because of these factors, the
proliferation of child exclusion policies nationwide will add pressure to raise the percentage of
income paid for rent by tenants in federal housing programs and to trim the overall level of housing
assistance available to very low-income households. /28/
Finally, spells of homelessness, especially among vast numbers of families renting private housing,
will increase the demand on emergency service programs, including the AFDC emergency
assistance program and the shelter and food networks operated by nonprofit and charitable groups.
Providers of services to homeless families indicate the presence of a large number of families with
excluded children in emergency shelters and other programs. For example, these families comprise
20 percent of the participants in a central New Jersey transitional housing program and 15 percent
to 30 percent of the homeless families in a Camden emergency shelter. /29/ Longer stays in
emergency shelter are more likely given that these families have substantially less financial
resources with which to lease permanent housing.

V. Conclusion
It seems obvious to those who represent or assist AFDC families that child exclusions worsen their
already desperate housing condition and heighten the risk of homelessness. The New Jersey
experience, however, demonstrates that the sole concern of those who shape and implement the
policy has been to determine, as quickly as possible, whether it has any deterrent effect on the
proscribed parental behavior: giving birth while receiving AFDC. The consequences of child
exclusion to the children who, when born, are deprived of AFDC, and to their siblings and parents,
remain largely hidden from view.

To bring the full impact of child exclusion policies into sharp focus, several steps must be taken
wherever these policies are implemented. First, where states are required to undertake evaluations
of the policy, such evaluations must include tracking excluded children and their families and
assessing the effect of the policy on their health and safety. Second, academic institutions and
social science research organizations must be encouraged to conduct similar research, especially
where the state evaluations are limited to ascertaining the impact on parental behavior. /30/ Third,
emergency service programs and providers of assistance to the homeless must be enlisted to
monitor the presence of these families in their service population. Fourth, child welfare agencies
should be required to track excluded families as they come in for services, including foster care.
Finally, public housing authorities and other agencies that provide subsidized housing should be
alerted to potential financial and other impacts of
child exclusions on their programs and encouraged to monitor those impacts carefully.
Information of this nature is critical not only in determining the extent to which excluded children
are joining the ranks of the homeless but also in assessing the social costs of child exclusion
policies. Such information also underlines efforts to help families maintain housing and avoid
homelessness, a daunting challenge to legal services and other service providers. Finally, such
information keeps the focus concerning child exclusions where it belongs: on the needy children
who, by virtue of their status at birth or for reasons beyond their control, are deemed by law as
beyond the reach of our nation’s safety net.
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