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Fiscal Effect 

This section presents information on the fiscal effect of the Wisconsin Works program. The 
Depiutment of Health and Social Services' fiscal note prepared to accompany the legislation 
creating Wisconsin Works is enclosed. The Department subsequently worked with the 
Legislative Fiscal Bureau to adjust the estimates in a number of areas. 

The W-2 Fiscal Table, outlines the estimates for the 1997-98 and 1998-99 fiscal years, the first 
biennium in which the W-2 program would be implemented, as well as descriptions of the 
assumptions used in preparing these figures. A complete description of the fiscal impact of the 
W-2 program may be found in the enclosed Legislative Fiscal Bureau analysis of Wisconsin 
Works (see pp. 118 to 136). 

The Department's fiscal note indicated that sufficient revenues should be available from current 
general purpose revenue (GPR) funding sources and federal block grants to cover the costs of 
W-2. The Legislative Fiscal Bureau agreed that, in general, available data indicate that the 
Department's fiscal note is a reasonable approximation of the costs of the W-2 pl2gram. - ~ ". -
However, the Wisconsin Works proposal is an expansive and complex modification to the state's 
existing welfare programs. In many areas, data is not available to precisely estimate program 
expenditures and a number of assumptions must be made to arrive at a fiscal estimate. Modest 
changes in assumptions regarding employment placements for W-2 participants arid usage rates 
for health care and child care could significantly alter the fiscal effect Projected federal funding 
for the 1997-99 biennium is not certain. Along with federal funding, a number offactors 
including economic fluctuations, differences in actual compared to projected utilization, 
behavioral changes and market forces could affect the cost of the W-2 program in future years. 

The most recent fiscal estimates for the W -2 program are shown in the W -2 Fiscal Table. 
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Fiscal Table 
Wisconsin Works Revenues and Expenditures 

(In Millions) 

W-2 REVENUES 

Federal Block Grants 
Federal Food Stamp Employment and Training 
State Base Year GPR 
Cmryover from Previous Fiscal Year 

Total W-% Revenues 

W-l EXPENDITURES 

Subsidized Employment 
Wage Subsidies 

:-

Less Sanctions 

W-l Health Care 

Cbild Care 

Cbildren of SSI Parents 
Benefit Costs 
Medical Costs 

DVR Assessments 

Net Child Suppon Impact 

W-l Office Costs· 

Employment Skills Advancement 

Job Access Loans 

NLRRrreen ParentslKialhip Care 
FoSlCr Care NLRR Payments 
Kinship Care Payments 
Medical Costs 

Cbildren Fint 

Emergency Auiltaace 

Burial Costs 

State Administration 

Total EIpendltnres· 

NETW-l SURPLUS 

1997-98 

S653.0 
7.0 

400.0 
....llJ. 

SI,091.1 

$218.3 
237.3 

-9.0 

5445.5 

5158.5 

$14.5 
11.1 
13.4 

511.7 

-sl.1 

5114.3 

51.0 

56.9 

538.0 
1.2 

24.6 
12.2 

51.3 

S3.3 

53.3 

$18.8 

51,063.4 

527.7 

05128196 

1998-99 

S6S3.0 
7.0 

400.0 
-2J! 

SI,060.0 

S181.3 
188.S 
-7.2 

$475.2 

2-
5180.2 

$14.5 
11.1 
13.4 

53.3-

52.3 

5106.8 

SI.O 

SO.7 

$41.2 
1.2 

26.9 
13.1 

51.3 

53.3 

53.3 

S18,6 

51,041.9 

S17.1 

·Excludes food stamp administration which would be pan of the W-2 office costs; however, ftmding for these activities would 
be provided from a separate federal block grant and the cum:nt GPR appropriation. 
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~ti_ USed in Arriving .t Fiscal Esti_t. 

This bill permits the Department to implement the Wiacon.inWbrks (W-2) proqram, 
startinq July 1, 1996, provided Wisconsin haa received enabling feder.l w.iver. 
or legislation. Wiaconsin Works replace. the Aid to F~li.a with Dependent 
Children (AFOC) and Job opportuniti •• and Ba.ic Skilla ~.inin9 (JOBS) programs. 
o~~er the W-2 proqram, eligible recipient. must work off their qr~ta and a time 
ltmit is placed on" how lonq ben.fit. are av.ilabl •• 

The tmplementation of w-2 will involve incr •••• d .dmini.tr.tive co.t., includinq 
costs for tr.ininq .nd computer .ystem. modific.tion. An intenaive effort will 
be made durinq the 1995-97 biennium to r.duce the AFDC c •• elo.d prior to full 
implementation of W-2. The bill ~i.t.ly chang ••• ome JOBS benef~t. in 
preparation for full W-2 implementation. 

Th. fiscal note as.ume. that W-2 begin. full implement.tion in .t.t. fisc.l year 
1998 (SFY 98). The" .ttached table. .UIIlIIIarize project.d funding levels and 
.xpenditur.s for eac~ year. 

~9r.plli.cs 

Under W-2 eliqible cu.todial parents mu.t .ngage in work activiti •• to receive 
benefit.. On July 1, 1997, the Department proj.ct. th.t 53,200 former AFDC 
recipients will b. eligible for the W-2 program. Th ••• timate is derived by 
subtracting the esttm.t.d number of Supplement.l S.curity Income (SSI) c •••• 
(5,400) and the e.timated number of non-l.g.lly respon.ible relative (NLRR) cases 
(5,600) from the proj.cted total July 1997 ArnC caseload of 64,200. Th ••• SSI 
and NLRR, c.... are removed from the eligible W-2 population bec.u.e they l.ck a 
c •• ehead who can enroll in the w-2 work components. , 

It i. e.timat.d th.t th... former AFCC r.cipi.nts will enroll in the w-2 program 
and th.t they will be plac.d into employment c.tegori.s b ••• d on the followinq 
a •• umptions: 

Agency/Prepared by: ( ... , Phone No.) 

DHSS/OPB Jame. Johnston 266-9359 

--.. 
Deee 

11/14/95 
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25\ in w-2 Tran.itional (W-2 T) cat.gory (13,300 ca ••• ); 
50\ in Community S.rvic. Job. (CSJ) (26,600 ca ••• ); 
10\ in Trial job. (5,320 ca.e.); an~ 
15\ ,in Un.ub.i~ize~ employment (7,9BO ca ••• ). 

The fi.cal not. a •• ume. that 2,300 new applicant. to tb. W-2 proqram will be 
accept.~ during the fir.t month of proqram operation.. During the fir.t two 
year. of the program, the numb.r of new c •••• will gradually reduCe to 1,900 
per month .nd will remain at this l.v.l. It i •• at~ted that the •• new ca ••• 
will be plac.d into the employment categori.. baaed on the followinq 
a •• umption.: 

10\ in W-2 Tran.itional (W-2 T) category, 
35\ in community S.rvice Job. (CSJ); 
15\ in Trial job.; an~ 
40\ in Un.ub.idiz.~ employment. 

The bill establishes maximum time limit. participant. can receive benefit. in 
each employment cateqory. Th ••• maximum time l~t. can be ext.nded ba •• d on 
W-2 aqency review. The fi.cal note •• timat •• the long •• t and averaqe lenqth 
of stay for .ctual participation in .acb employment category. The a •• umed 
l.nqth of .t.y in each employment cat.qory is u.ed to det.~e the attrition 

:-rate per _ployment cat.gory. The a •• um.d maximwD l.nqth of .tat' per 
employment cat.qory i.: 

36 month. for the W-2 T category (attrition rat., 2.7S. per month,; 
24 month. for the CSJ c.t.qory (attrition rate, 4.17\ per month); 
18 months for the Trial cat.qory (attrition rat., 5.5'. per month); and 
60 month. total overall eliqibility for W-2 .ub.idiz.d employment categorie •• 

\ The fi.cal not. a •• ume. that the initial W-2 caaeload, campo.ad of form.r ArnC 
ca.e., and new W-2 c •••• will move from on. employment c.tegory to another 
employment c.t.gory at the .ame rat.. In a~~ition, it is ... umed that S. of 
the ca.eload will l.ave the proqram each mOnth for ·other· non-vork r.l.ted' 
reasons; .uch a. moving out of .tat. or l.aving becau •• th. young •• t child 
reaches age lB. Ba •• d on the attrition rat. for .ach job category, it i • 
• ssumed th.t .cme c.... will tran.ition to a differ.nt job cat.gory every 
month. The following table .ummariz •• tb. a •• umed movement among employment 
categories for botb form.r ArnC ca.e. and new W-2 c •• e.. The follOWing table 
shows the projected movement for the proportion of ca ••• that move .ach montb 
(b.s.~ on the monthly attrition rat •• ) from on. W-2 category to another. 

I!J.l. 

KOVING FROM 1-2 T g.z Tri.l pn§ub. Other 

W-2 T 55\ 30\ 10\ S\ 

CSJ S\- 30\ 60\ 5\ 

Trial 0\ S\ 90\ S. 

Unsub. 0\ 0\ 0\ 100\ 
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Work Subaieliea 

The max~um monthly grant for the W-2 Transitional cateqory is 5519; the 
max~um monthly grant for the CSJ category is 5555; and the Department will 
reimburse private employers 80\ of the wages for Trial job recipienta. Onder 
W-2,: work program participants are docked for every hour they fail to 
participate in their assigned activities. The fiscal note assumee that W-2 
part.i.cipant. will work, on averaqe, 35 hours per _k for a total of 1,820 
houra on an annual basia. Osin; th.i.s aaaumption, W-2 work program 
participants are projected to receive about 87\ of the maxt=wD monthly grant 
amounta. 

In add.i.tion to the wage aubsidy, participants v.i.ll be elig.i.ble for other 
program. that provide additional caah or in-kind income. Part.i.c.i.panta in W-2 
Tranaitional and CSJ employment poaitiona are el.i.q.i.ble for the federal food 
atamps proqram; Trial job participants are eUg.i.ble for food stampa &ad 

- federal and atate earned income tax credits (Erre), and participanta in 
unaubaidized work _y retain elig.i.b.i.lity for food at-.pa and the zrre, 
depending on their income. 

Work Subaidy sanctiona 

The Oeparement will ~se sanctions for the following violationa: 

~-l) recipient'a ~hildren who do not attend school (Learnfare aan~ion); 
= 

2) recipient refuaal to participate thr .. timea"in any W-2 employment 
poait.i.on ia inelig.i.ble to participate in that component; and 

3) recipient refuaal to cooperate with the establishment of a child support 
order. 

The w-2 sanction rate is assumed to be about 3.5\ of the caaeload baaed on 
aanction experience of the current Learnfare, JOBS and child aupport program.. 

sealth care 

Thi. fiacal note eat~tes health care costs by projecting participation rate. 
for each wage category in the caaeload and then multiplying the number of 
participanta by the monthly premium to determine total health care coats. The 
premium contr.i.bution by participants is then subtracted from the total coat to 
determine total government cost. 

The bill uaes recent APDC caaeload demographics to determine the percentaqe of 
one-parent and two-parent familiea, aa well as the estimated fa.ily size 
ratioa. Theae data permit the calculation of income for each family as a 
percentage of the federal poverty level (FPL). Family income as _aeured by 
the federal poverty level is then used to calculate a participant·s premium 
contribution. 

All participants in the three subsidized wage categories (Traneitional, CSJ, 
and Trial Jobs) are required to participate in the W-2 health plan. For thoae 
working in unsubaidized jobs, participation is voluntary. Enroll_nt ratee 
are assumed to be 40\ of the entire unsubsidized caseload. An" unsubaid.i.zed 
caee i. ineligible for the W-2 health plan if the participant ia offered 
employer-subsidized health insurance (employer-subsidized health insurance is 
defined to mean a health plan for which the employer pays over 50\ of the coat 
of coverage tor the employee,. For participants with incomes at or below 159\ 
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FPL, the pr.m~um i ••• t at 520 par month, with·th. premium incr ••• ing •• 
income ri •••• bov. that l.v.l. 

Applicant. with incOm.. above 165' FPL ar. not .ligible to initiate 
participation in the health c.re pl.n. However, once enroll.d in tbe plan 
participant. may continue in the plan until their income exce.d. 200' FPL. 
The maximum premium. particip.nt will be required to pay i. $143. 

The health care premium i. cu~rently e.ttmated to be 5361/month for CY 95, 
which is a blended rate of AFDC and Healthy Stare Medicaid participant. in 
RHOs in Milwaukee County. The.e rate. are then inflated by the COnsumer Price 
Index for medical service. to estima.te the health care premium a. of July, 
1997 (5399/lIIOnth). The benefit package will be .imilar to that offered .tat. 
employee. or private .ector employee. in ..aium and large corporation •• 

Chlld care 

Child care cost. will vary by the income level of N-2 participant. and the 
type of child care eho.en by the participant. Family income level det.rmine. 
a participa~t·s co-payment. In addition, family income i. ~.ed to eettmate 
the likelihood of participation in child care and the type of child care 
chosen (center, Family Group, Family certified, or Family Provi.ional 
Certified). Projected demand for each type of care i. determined by 
multiplying th. monthly charge for that type of care by th. demand for that 

,.... type of care. "the premium contribution by participant. i. then ~ract.d frOID 
the total cost to determine total gov.rnment eo.t. 

The fiscal not. u ••• recent AFDC ca •• load da.o;raphic. to determine the 
percentage of one-parent and two-parent famili •• , .. well a. the •• ttmated 
family .ize ratio.. These data permit th. calculation of inCOlDe .. for each 
family as a percentage of the federal poverty level (FPL). This· in turn 
determine. the .participant's co-payment. 

Child care .ub.idie. are available to any family with an inCC11D8 below 165' FPL 
with one or more children below the age of 10. There are four child care 
settings available and thr .. diff.r.nt rat •• tructur •• ba.ed on age (0 and·l 
y.ar olds, 2-5, .nd 6-9). Particip.tion a •• umption. diff.r according to age 
categories. 

The total number of eligible familie. ..timated to requ •• t child care 
.ubsidies i. reduced by 40' for. famili.. with children between the ages of 0-5 
and 62.8' for familie. with children between the .ge. of 6-9. Thi. reduction 
in project.d child care u.age i. b •• ed on·national child care data .howing the 
percentage of children th.t do nqt participat. in formal child care reqardl ••• 
of incOlDe and by r.ducing •• timated demand to reflect lower participation 
ra~e. a. a family'. child care. cost. incr..... The fi.cal note u •••• 
weighted statewide average cost for e.ch type of care to calculate the fi.cal 
e.timate. Thi. e.timate i. then inflated to •• ttmate the co.t of child care 
as of July, 1997. 

Onder the W-2 program, children who pr.viou.ly received an AFD~ payment and 
whose p.rent(.) received a Supplemental S.curity Income (SS1) grant, will 
receive a 577 gr.nt .t.te SS1 .upplement and HA medical benefit. without any 
recipient premium eo.t.. Thi. e.timate a •• ume. that 12.000 children par month 
will be eligible for the.e benefits. The e.timated HA co.ta a.aoeiated with 

i these ca.e. i. 592.85 per child par month. 
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DVR A •••••• _t. 
For .mo.t potent~al W-2 Tran.~tional ca ••• , the D~vi.ion of vocational 
Reh&bilitat~on (DVR) mu.t d.t.rm~n. if the ca.eh.ad ~. d~.&bled. It i. 
e.timat.d that approximately 2.8\ of the new ca ••• will be ~capacitated 
not di.abl.d, and th.r.for. th ••• ca ••• will not ~ an a •• e .... nt. 
fiscal not. a •• ume. that the co.t to perform an ..... ..ant i. $1,000 and 
vocational coun •• lor. will .pend approximat.ly 7 hour. per a •••• amant. 

Child Support Pey.ent. 

but 
Thi. 
that 

Onder curr.nt law, wh.n any per.on appli •• for or receive. Arne, the riqht of 
the parent or any d.pend.nt child to .upport or maintenance fram any other 

.. person is as.iqned to the .tat.. Ond.r the W-2 proqram, all current child 
aupport or maint.nanc. coll.ct.d on behalf of per.on. participatinq in the 
proqram and tho.. par.nt. on SSI who.. children will DOW rec.iYe a 
.upplemental payment in lieu of an AFDC payment will be pa~ •• d throuqh to the 
participants in the proqram. Thi. income will be cOllnted in calculatinq 
eligibility for W-2 •• rvic... Child .upport arrearage. incurred for AFDC 
cases prior to the implementation of W-2 will continue to be a •• iqn.d to the 
.tate. The.e arrearag. payment. partially off.et the co.t. of the W-2 

,.program. ~ .~ 

The budget a •• ume. that the .tate will pay to the federal gov.rnment the 
federal share of child .upport collection. pa •• ed throuqb to recipient •• 
currently, the fed.ral .hare of coll.ction. OD AFDC c .... i .... iqned to the 
.tate and forwarded to the f.d.ral qovernment. 

w-2 Office ca.t. 

W-2 office cost. inclllde expen ••• a •• ociated with contractinq for the 
provi.ion ot •• rvic.. by the Wi.con.in Works agancie., includinq .alary and 
fringe benet it. for ataff, ov.rh.ad expen ••• for operation of the aqency, and 
the co.t of ca.e m&naqement and .ervic •• provided to W-2 cli.nt •• 

W-2 offic •• will be re.pon.ibl. for .ligibility d.termination for all 
potential W-2 participant., and non W-2 potential food stamp and Medical 
A •• i.tanc. (MA) r.cipi.nt. (includinq SSI recipi.nt. and indiq.nt 
individual.). At a county'. r.que.t a W-2 offic. mu.t allow the county to 
conduct .ligibility d.t.rmination for indiqent individllal., the .lderly and 
di.abled county r •• id.nt •• _kinq food .tamp and MA benefit.. Fundiaq for 
the.e activiti •• would al.o be tran.ferred fram the W-2 office to the county. 

Help De.k and Re.ource Specialist. are budqated ba.ed on the number and .iz. 
of job centers throughout the state. It is a •• umed that Milwaukee will 
require six job .ervice areas, with each area •• rved by two job center.. Two 
job centers will b. n.ce •• ary in the n.xt fOllrt_n large count i •• and one .ach 
in the remaining 57 counties and 5 tribal organization.. Each cent.r will be 
.taffed by one h.lp d •• k .taff person who will dir.ct people throuqh the job 
center and perform cl.rical •• rvice •• · Th. ae.ource Speciali.t will c.termiDe 
eligibility and dir.ct the client to the Financial Planner or Social Servic •• 
Planner ba.ed on eligibility. 

Caseload. for Social Servic •• Planner. are e.timated at 300 ca.e. per worker. I 
Caseloads for Financial Planners are e.timated to be 5S per worker. Dutie. for 
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the Financial Plann.r includ. ca •• manaqement, per.onal financial planning, 
job search couns.linq, and private jOb d.v.lopment for W-2 cli.nt.. W-2 
aqency contr.ct. will b. performance ba.ed, and aq.nci •• will h.v. tl.x~ility 
to determine the exact .tatfing l.v.l. they n .. d to me.t th.ir qoal •• 

Anc~llary service. includ ••• rvic •• to W-2 cli.nt. for .nrollment into the 
proqram .nd assistanc. in obtaininq employment. Th. ancillary .ervices 
monthly co.t by .mployment cateqory are •• timated to be: 

583 per month for Trial job participant., 
SlOO/month for CSJ cli.nt •• nd 
SlSO/month for W-2 Tran.ition. cli.nt •• 

Services covered by these ancillary charqe. includ.: .nrollment, motiv.tion, 
job readine •• , job .kill ••••• ament, employment •• arch, special job coachinq, 
costs a •• ociated with community work experi.nce or oth.r work azperience, 

- transportation, _rqency child car. and any related coats tor W-2 clients. 
The cost ot worker's compen •• tion premium. i. included in the ancillary co.ts 
for W-2 Transitional .nd CSJ recipi.nt.. Employers will be respon.~l. for 
paying worker's compen.ation premiums tor tri.l job partic~pants. 

OVerhead for the job center i. ..timated at 30\ ot program .taff .alary and 
fringe costs. 

~-Job Access to.DS (Bridqe LeaRS) 

The Departm.nt will .stablish rul.s d.t.rmining th. max~ and miRimwD .ize 
of loans, the method of loan di.bur.ement, the t.rm. of r.payment and tba 
allowable int.r •• t charged. Job acc •• s loans vill be .vailable to W-2 
recipients for job rel.t.d purpo.es. The not. a.sume. th •• e loan. ar.·limited 
to 51,000 per individual for a max~.loan r.payment period of 24 months. 

The budget .stimat. of cost. for job ace... loan. include administration co.t. 
and cost. • •• ociated vith d.fault. Th. pool of funds required for lOADS is 
included as a cost, and repayments will offset future expen •••• 

Administration cost information is d.rived from Federal Res.rve Bank (FRS) 
data collected from memb.r banks. FRS calculat.d the cost of loan .cquisition 
and of loan maint.n.nce. These are .v.rag •• of tot.l cost. to banks with 
a •• et8 less than SSO million. Th. .cquisition co.ts averaqed 5124 per loan 
.nd the mainten.nce co.t was 510.78 per payment. 

The default r.te is b ••• d on historical .vid.nce ot low-income loan programs 
(30-40\) and oth.r lo.n programs .uch a. auto loan programs for high risk 
borrOwers (33\). The fiscal not ••• sumes loan begin to d.fault thr .. month. 
after' loan origination. 

Demand for lo.n. vas .stim.t.d .t 10\ of the total W-2 subsidiz.d employmant 
caseload. a.caus. of a limited loan pool, it i. expect.d that the W-2 agency 
will limit the disbursement of jOb access loans to those that h.ve specific 
and vital needs for obtaining employment. 

EiRsbip care/Poster care 

Currently 5,600 AFDC cases have a relative who .cts as guardians receive AFDC 
pAyment8 while caring for a r.lativ.'s child or children. Current data shows, 
on average, paym.nts ar. mad. for 9,700 children per month. W-2 vill 
el~nate this AFDC payment and r.place it with a per child Xinship care 
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payment of 521S per month. To r.c.iv. this payment, the home mu.t b. 
con.idered a safe r.eid.nce for the child and th.re must be evid.nce of a n.ed 
to place the child out.id. of the par.nts' home. 

of the initial NLRR AFDC ca ••• r.f.rred for ~n.hip eare statu., it is a.sumed 
that··lJ.S' of the r.lativ.s will becOllle c.rtified a. Fo.t.r car. providers and 
receive the high.r Fo.t.r car. payment amount. The fi.cal not. a •• umes that 
63' of the relativ •• will requ •• t the ~bip care pay.ent. In the remaining 
case. it is a •• umed that the r.lativ •• will .ither continue caring for their 
relative'. children without r.imbur .... nt or return the children to their 
parents. For new ca ••• , it i. a •• umed that 82' of the c •••• will r.que.t the 
Kinship Care payment and 18, will choo.. to be certified .. fo.ter care 
provider •• 

The av.rage l.ngth of .t.y ill the •• compoDeDt. i .... umed to-be 15 month. 
_ baBed on turnover of out-of hOllle car. plac_nt.. lllitial a •••• _nt. for 

Kin.hip care are budg.ted at $25 per hour for 3 bour. and a •••• _nt. for 
FOBter care certification are 5300 b •• ed on a 12 bour a •••• _nt •• timat •• 
Subsequent annual a ••••• ment. for .xi.tinq c.... are budgeted at $75 per 
aBBess_nt. 

These children will receive medical cov.rage through tb. medical ... i.tance 
program. The curr.nt monthly actuarial rate is $118.68 per cbild. Al.o 
included in this e.timate i. the budget for medical cost. of t .. n mother.. It 

~~B estimated thee there will be 100 te.n-motb.r. nee4iD; medical~ •• istance, 
at a rate of 5214 per month. 

Children Fir.t 

W-2 will fund a work experi.nc. and job training program for noncu.todial 
parent. who fail to pay cbild support or fail to meet the children'. need ... 
a result of unemployment or und.remployment. The D.partment currently ha. a 
Children First Program operating ill 23 counti •• , repre •• Dtillg apprazimat.ly 
26' of all child .upport c..... Expandinq the program statewide, a •• uming 
that the remaining count i.. have Children .fir.t c ... load. in tbe .ame 
proportion as the curr.nt counti •• , will require additional funding. 

Burial eosts 

Under current law the Department reimburs.. counti.s for the co.t. of burying 
certain recipi.nt. of public a •• i.tanc.. Thi. r.imbur .... nt i. provided under 
the AFDC appropriation. This fi.cal •• timat. a •• umes that the D.partment will' 
continue to provide funding to count i.. for the co.t. of burying recipient. of 
public a.si.tanc., funded at the current 1 ... 1. 

Transitional/start-up eo.t. 

Transitional co.t. cover expens.s incurr.d a. .ystems and documentation is 
changed, per.onnel are trained on new polici.s and procedure., and contracts 
are put out for bid. 

Computer Syst... Costs 

The cost to modify the CARES sy.tem for W-2, including the automation of the 
child care eligibility, i ••• timated at 5S.S million. Providing training of 
State and W-2 agency .taff on the new .y.tem would co.t an additional 51 
million, for a total systems-related cost of $6.5 million. Becau.e the State 
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purcha.ed and owns the current CARES equipment, the existing hardware used by 
counties and 30BS agencies for CARES will be u.ed for the W-2 program. 

Costs for training w-2 Agency personnel in W-2 policy are estimated to be 
$2.94 million. The budget assumes that the 1,278 direct staff in the W-2 
office will all need training on the new policies and procedures. In 
addition, a factor of 15' was applied to account for management and 
supervisory staff. This yields a total of 1,470 .taff to be trained. The 
budget assume. a cost of S2,000 per person for tr.ining, which includes direct 
training costs as well a. travel expenses for participant. in the training. 

seaee Se&tL 

-- The fiscal note assumes 18.0 FTE in additional staff will be hired to develop 
W-2 policy materials, W-2 agency contracts and tr.ining material. and to 
monitor w-2 agency contracts. Eight of the po.ition. are project po.itions to 
beq~n ~ SFY 96 and ten are permanent po.itions to begin in SFY 97. 

Overlap oL Contracts 

Starting the new 1M and employment program office. will re.ult in some case. 
_in the terminat;on of current county and 30BS agency contracts ~th the state. 
- The budget assumes that SO, of current provider. vill continue .. W-2 

providers. For the other so, of providers, the-D.partment will have to fully 
staff the agencies prior to formal transfer of c •••• to w-2 agenci... Ba.ed 
on current IM and 30BS contract., the monthly cost to operate these programs 
i. 55.35 million. The budget a •• ume. that the W-2 agencies will need to be 
.taffed three month. prior to W-2 conver.ion. 1ft addition, the budget as.ume. 
an overlap of three months after W-2 implementation where 30BS and IM ag.ncie. 
are pha.ing down operations. 

The fiscal note assumes that the federal government will create block grant. 
to states for welfare programs starting in federal fisc.l year 1996 (FFY 96). 
The House of Representative and the Senate have both pa.sed bills which 
provide block grant funding. Both bills increa.e federal funding for 
Wisconsin and provide greater state flexibility to admini.ter public 
a.sistance programs. 

The Hou.e version of the block grant bill provides about S309 million for 
Wi.consin, while the Senate bill provide. about S334.8 million. Part of the 
difference between the two bills is the treatment of child care funding. The 
Senate bill include. IV-A child care funding in the block grant (S18.8 
million), whereas the House ver.ion places 1V-A child care funding in a 
separate block grant. The exact funding level will be determined by a 
conference committee. The attached chart indic.tes the range of W-2 funding 
potentially availaole based on the alternative block grant bills. 

State funding is e.tLmated to remain at SFY 97 funding levels through the next 
biennium. The w-2 bill combines a number of general purpose revenue (GPR) 
appropriations to increase the Stats·s flexibility to match state fundS to the 
federal block grant. This consolidation will allow the State to target 
funding where it is most needed. 
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The bill 
into one 

8. 20.435 
a. 20.435 
s. 20.435 
a. 20.435 
a. 20.435 
a. 20.435 
a. 20.435 

ccmbinea 
biennial 

(4)(cn) 
(4) (d) 
(4) (dc) 
(4) (de) 
(4)(df) 
(4) (d,., 
(7) (b, 

the following CPR funded public aaaiatance appropriationa 
appropriation: . 

Child care for Recipienta ~ Former Recipienta of ArDe 
Income Maintenance Payment a to Individuala and COuntiea 
Em.r,.ency Aaaiatance 
Income Maintenance County Adminiatration 
!IIIplo~t and 'training Pro,.rama 
Service a for Le&rDfare Pupils 
Community Aida funding for I.ov-IncClle Child eare 

The ccmbined appropriation contains allocationa for each of the listed area. 
at their previously appropriated funding le.el. The combined appropriation 
will allow the Department. with approval from DOA. to tran.fer \IP to 30' of an 
allocation to another allocation witbin the appropriation. The bill alao 
allowa the Department to tran.fer funds between fi.cal year •• 

The increaaed federal funding, prOVided by the federal block ,.rant. combined 
with the flexibility to tar,.et atate funds where they are n .. ded will enable 
the atate to begin implementation of W-2 components this bi.nnium within 
existing CPR appropriation l.vel.. In addition, the increase in federal 
funding provided by the block grants will enable the atate to carry forward 
federal apending authority into the 1997-99 biennium. The fiscal note a.sumes 
that the atata will be able to carry over funding from this biennium to offset 

:-,the coata of th~ firat year of full W-2 .implementation. AS.umin;. the fiDal 
block grant propOaal average. the fundin,. provided by Bou.. of Representatives 
and the senate block grant propo.al •• the Department will be able to implement 
the W-2 program within SFY 97 CPR fundin,. level •• 

'. 
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WlSCONIIN WORKS EXPENDITURES 

IIILI fiIlJ YulJ YIIlJ llm XHLI lurJ 

IUBSIDIZED EMPLOYMENT '0 1211,113.'00 UO'.O".IOO "I, •• , •• loa 1121.031.701 IU'.H'.700 '117,1")00 

W.ge Subildin '0 '280.813.400 1217.264.600 "611.1611.200 1143.453.400 1134.444.7110 "32.262.'00 
L_8.ndJona '0 ('8.1189.100) (11.212.600) (18.352.700) ('5.417.700) ('s.o78.000) (14.895.100) 

W·I HEALTH CARE '0 S41'.107.111 144O,2".S4I 
,I ,II 

1444.00 ..... 14".IOI.SlI "'.011."' 1471.711 ..... 

W2 H.dh C •• 10 1341.8!50.800 '354.011.400 '355.1507.100 1381.1l1li.400 1369.198.000 1378.481.200 
~ MA ,aclplenl. '0 1"'.043.700 ''''.043.700 ''''.043,700 ''''.043.7110 114.043,700 ''''.043.700 
RedpIarU 165~·~ of FPL '0 1412.883 '2.231.243 . 14.451,765 11.359.221 11.072.202 '111.227.148 

CHILD CARE '0 'U1.S44.'00 1144.IU,20 I'I'.U'.'OO 1111.'11.'00 .,14 •••••• 00 "",2U.700 

CHILDREN OF aSI PARENTI 10 114.417."" '140417."" .14 .... 7 ..... 114,417.141 124,417."" 114,417."" 

B_r.Coala SO '".088.000 111.088.000 111.088.000 ., 1.088.000 '11.088.000 • I 1.088.000 
MeerlCeI Coala '0 "3.369.945 "3.369.145 "3.369.945 "3.369.945 '13.369.945 "3.369.945 

OVR ASIEaMENTS 10 .11 ..... 000 IS.SII.'OO U.701."2 11 ...... 21 1I.1l0.724 11."'.114 

CHILD 8UPPORT 10 114,2".100 "'.110.'00 "AIt.lOO ..... 01 •• 100 .... 14 •• 00 14 .... , •• 00 

W·2 OffiCE COSTI 10 'US,III.'oa .11 ..... ,100 '''0411,100 ........ 00 114.'72.700 .14 ...... 00 

MDC 10 1"8.847.100 "0'.883.700 1110.991.600 170.1138.Il00 l1li.022.400 167.569.Il00 
foOdSlampa 10 IU58.500 19,822.000 110.354.000 110.182.200 111.182.600 111.434.800 
MA '0 '4.378.300 '4.102.500 ,5.082.600 '5.278.800 '5.487.700 . '5.591.100 

BRIDGE LOANS 10 1'.I4S.400 •• 14 .... IU'.SOO It,034,400 11.IMI.'00 ".041.'00 

NLRRlTEEN PARENTI/KINa HIP CARE 10 U'.'U.SOO 141,210.101 1S'.01l.'00 ISS.UI.SOO 'IU.SlI.SOO us.uuoo 
FOil., Car. NLRR P.~manI. 10 '1.200,000 11.200,000 11.200.000 11.200.000 ".200.000 11.200.000 
I<Inahip Car. '.rma .... 10 '25,500.800 '28.828.800 '22.771300 '21.824.700 '21.624,700 121.624,700 
Medical COlli 10 112.232.400 '13.010.800 IU.054,500 110,1508.600 "0.508.600 $10.508.600 

CHILDREN FIRST 10 11.,1I.2oa • ! 11.SII,I00 ~I ",,1I,JOO 11,'",100 1'."1,100 ".311,100 

BURIAL COSTI 10 1S.300.000 1S.300.000 1S.300.000 U.300.000 1S.300.000 13.'00.000 

STATE ADMINISTRATION UI.41S.'00 111.71'.300 .'".103.'00 11I.107.1Ot '1I.107.1Ot 1".107,100 1".107,,00 

S~"ema ModifIcaIlona '8.1500.000 '0 '0 '0 '0 10 10 
TIMIIion COIl. 15.129.400 '0 10 10 10 10 10 
SIat,S"""1I1n1ng 3714100 '''.785.300 I te.a,1IOO 111.1507.Il00 111.1507,1500 .te.1507.5OO "1.507.500 

TOTAL COITI ( •• cL Fad FI Admin., ,IIAU •• OO ".011.11'.111 11.044.7 ..... 7 "".'".711 ''''.711,417 ''''.''4,171 ." ......... 
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Current Benefit Cost 

The AFDC caseload estimated in this budget is 64,200 at the stan ofW-2. with 5.400 Non
Legally Responsible Relatives (NLRR) and 5.600 cases with children of parents who receive 
Supplemental Security Income. AFDC recipients receive a grant based on their current income 
compared to the State Standard of Need. Attached Table I lists the maximum payment 
allowance for the high population areas of Wisconsin. Area II is 97 percent of the Area I total .. 

Family Areal 185% of Payment 
Size Monthly Monthly Allowance 

Standard Standard 

I $311 $575 $249 

2 $550 $1017 $440 

~ 

3 $647 '. $1196 $517 

4 $772 $1428 $617 

5 $886 $1639 $709 
~ 

6 $958 $1772 $766 

Total AFDC benefits for the state fiscal year ending June 30, 1995 were $389,183.600. The total 
caseload for the year was 73.777 and the average benefit was $444. 

Other benefits for AFDC recipients include food stamp coupons, Medical Assistance and child 
care. Food stamps issued in the State of Wisconsin for the state fiscal year ending June 30, 1995 
were $217.990,500. Medical Assistance benefits totaled $2.491,186.800. AFDC recipients are 
also eligible for Low Income Energy Assistance, which reduces winter home heating costs on a 
sliding scale according to income. 

Child care assistance for all low-income individuals in Wisconsin totaled $55.5 million. This 
includes At-Risk Child Care, Transitional and JOBS child care, Child Care and Development 
Block Grant. and the regular child care program. 

The JOBS program provides education and skill development under the AFDC-U program. 
JOBS enrollees attend classes onjob application. search and interview skills for job attainment. 
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The State reimburses costs of some vocational classes that may be necessmy to assist in job 
attainment. Remedial education and GED classes are also reimbursed. In state fiscal year 1995. 
$49,028,000 was spent on JOBS aids, not including child care. 

In the current AFDC system, once AFDC recipients are enrolled in ajob, they may remain 
eligible for child care and medical care assistance for up to 12 months following their 
employment start date. 

State and local income maintenance programs administration costs reimbursed by the state and 
federal government totaled $59,979,490 for the state fiscal year 1995. These amounts included 
county administration of the Medical Assistance, food stamp and general relief program, if one 
existed in the county. Not included in this total are costs for the administration of the JOBS 
program which totaled $5,162,818. 

COST ESTIMATES 

:-Cost estimates for the Wisconsin Works program cover the wages and wage sub~dies paid by 
the state and federal government, the premium payments for enrollment in the state's managed 
care W-2 Health Plan, child care services, any job search strategies or other strategies used by the 
Financial and Employment Planner, and other costs as detailed below. 

In developing costsi'or W-2, estimates were made on various aspects of the program and cases. 
These assumptions were based on information and data received and are detailed below. 

W-2 Budget Assumptions 

Initial Caseload 

Start with SFY 98 caseload projection 

Reduce for NLRR cases 
Reduce;for SSI cases 

TOTAL W-2 Caseload 

New Caseload 

64,200 

5,600 
5,400 

53,200 

Th~ projected caseload for new and returning applications for W-2 is 2,300 per month. 1bis is 
derived from recent data on new AFDC cases, less NLRR cases and SSI cases. 

XII-4 



05128196 

W-2 Employment Categories 

There are four W-2 employment categories. A short description and the estimated enrollment in 
these categories follows. See the program narrative for more details on each job category. 

W-2 Transition provides more extensive education and training for those recipients that have 
been assessed to have a disability. The assessment will also determine the vocational strengths . 
of the individual, and the training and skill development provided will aim to enhance these 
skills. These positions will be paid $518 per month. 

Community Service Jobs will be public sector or private non-profit jobs the W-2 enrollee will 
perform for 30 hours per week. The W-2 agency may require the individual to receive training 
for up to ten hours per week. These positions will be paid $555 per month. 

Trial Jobs are jobs in the public or private sector. W-2 will reimburse the employer $300 per 
month for a 40 hour full-time job provided to a W-2 applicant that cannot yet achieve 
unsubsidized employment. 

~ ~ 

Unsubsidized Employment are positions without special conditions or incentives provided to 
employers for employment of a W-2 recipient. 

The estimated initial/ongoing movement into categories for CUITent AIDC cases and new W-2 
cases once implemented is as follows: 

Job Category 
Enrollment of Current AIDC Enrollment of new 

Recipients applications after inception 
ofW-2 

W-2 Transitions 25% 10010 

Community Service Jobs 50% 35% 

Trial Jobs 10% 15% 

Unsubsidized Employment 15% 40% 

For purposes of this estimate, the CUITent AFDC caseload includes long-term cases which are 
difficult to serve. Therefore, the AFDC cases were weighted towards the job categories which 
win provide more intense services and more assistance in developing employment skills. 
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It is estimated that cases will move out of the job categories at an average rate of one half the 
maximum length of stay allowed in each job category. Cases move out of the job category at a 
constant rate per month over that maximum length of stay. For example, the time limit (or 
maximum length of stay) in a community service job is 24 months. New cases will move out of 
this category at 4.17 percent per month for 24 months. Therefore, the average length of stay in 
community service jobs will be 12 months. 

Job Category Maximum Length of Stay State and Federal Share of 
Monthly Payment 

W-2 Transitions 36 months $451 

Community Service Jobs 24 months $483 

Trial Jobs 18 months $300 

Unsubsidized Employment -" ~ 

Wage Subsidy 

Wage subsidy costs are estimated by converting the caseload by W-2 employment category per 
month into a total wage that the state reimburses W-2 participants and employers ofW-2 
participants. 

The payment for each W-2 employment category is as follows. The W-2 T positions are paid a 
flat grant of $518 per month; CSJ positions are paid a flat grant of$555 per month; and the 
employers of trial job participants will be reimbursed up to a maximum of$300 per month for 
salary costs, i.e., the state will reimburse the employer SI. 735 per hour for a 40 hour work week. 

Furthermore, W-2 assumes CSJ positions will work 30 hours per week. The remaining 
W-2 participants will work, on average, 35 hours per week. This assumption is based on the 
following: 50 percent of the participants will work a full 40 hour week; 30 percent of the 
participants will work 35 hours per week; and 15 percent will work 30 hours per week. 
It is assumed that the remaining five percent of participants fall into the attrition category. The 
estimate assumes that the Department will also sanction W-2 participants for the following 
violations: (1) failure to comply with the Leamfare attendance requirements, and (2) failure to 
complete the work requirements on three separate occasions in a W-2 employment position. The 
monetary penalty for the Leamfare sanction is $50 and the monetary penalty for the work 
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infraction is the state share of the wage subsidy for the W-2-T, CSJ, and trial categories, 
$4511month, $483/month and $300/month respectively. The assumed failure rate used for this 
calculation was 3.245 percent which is the current Leamfare non-compliance rate. 

Health Care Costs 

W-2 estimates health care costs by projecting participation rates for each wage category in the 
caseload and then multiplying the number of participants by the monthly premium to detennine 
total health care costs. The premium contribution by participants is then subtracted from the 
total cost to determine total government cost. 

W -2 uses recent AFDC caseload demographics to determine the percentage of one-parent and 
two-parent families, as well as the estimated family size ratios. These data permit the calculation 
of income for each family as a percentage of the federal poverty level (FPL). This in tum allows 
the calculation of the participant's premium contribution. 

rAil participants in tlle three subsidized wage categories are required to purchase irealth 
insurance. The participant must enroll in an employer's health plan, if one is offered. For those 
working in unsubsidizedjobs, participation is vohmtaIy. Enrollment rates are assumed to be 40 
percent of the entire unsubsidized caseload. This does not mclude any participant.s who might be 
offered employer-subsidized health insurance. For participants with incomes at ot below 1 S9 
percent FPL, the premium is set at $20 per month. Add $3 for each percentage point above 1 S9 
percent with the premium increasing as income rises above that level. 

Applicants with incomes above 165 percent FPL are not eligible to enroll in the health care plan. 
However, already-eligible participants may continue in the plan until their income exceeds 200 
percent FPL. The maximum premium a participant will be required to pay is $143, an 
approximation of the total monthly out-of-pocket costs (premium, deductibles, and/or point-of
service co-payments) typical of the private sector. 

The preplium for the W-2 Health Plan is estimated to be $399/month in July 1997, which is a 
blended ,rate of AFDC and Healthy Start Medicaid participants in HMOs in Milwaukee. The 
benefit package will be similar to that offered state employees or private sector employees in 
medium and large corporations. 

Child Care Costs 

W-2 estimates child care costs by converting the caseload by wage category to caseload by 
income. The income determines the participant's co-pay as well as the likelihood of participation 
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Default costs were estimated at 40 percent. Data from non-profit agencies with similar 
bridge loan programs experience this rate of default. Also, high-risk commercial auto 
loans default at a rate of 33 percent. 

The funds required to start the job access loan fund were spread across the first 12 months 
of the program. It is estimated that about $3.3 million will be necessary to fully fund the 
loan pool at its peak demand. This would occur about 12 months into the program. 

W-2 Agency Administrative Costs 

Administrative costs include both the costs for W-2 job offices throughout the State and 
the costs of program and supportive services for the W-2 participants that will assist them 
in obtaining employment. These estimates were used as the projected total cost of the 
contracts that will be signed with the successful bidders of the RFP. . 

The budget assumes a total of 102 offices around the state. Six service areas in _ 
:-Milwaukee will contain a total of 12 offices. The next 14 largest counties will have two 
offices each. The smallest 57 counties and five tribes will be served by one office each. 

Each office was budgeted a clerical support person and one position to determine _initial 
eligibility for income maintenance programs. Budgeted staff that complete registration 
for non-W -2 programs such as food stamps and Medical Assistance are based on 
estimated persons below 165 percent of poverty. It is estimated that these social service 
planners will serve a caseload onoo individuals per month. Financial planners, the case 
managers for the W-2 population, are budgeted based on a caseload of 55. Financial 
planners must counsel the W-2 clients, develop potential trial and community service 
jobs, maintain contact with these employers, ensure the W-2 clients are completing their 
assigned activities under'W-2, etc. 

OSI28196 

Overhead costs for the office are budgeted at 30 percent of salaries. Ancillary costs are 
those cqsts necessary to provide employment services to W-2 clients. Costs are budgeted 
at $83 per month for trial job participants, $100 per month for community service job 
participants, and $150 per month for W-2 Transition participants. These costs were based 
on an analysis of current allowable costs incurred by JOBS agencies. The $150 per 
month would include any job coaches or special services required by a W-2 Transition 
participant. 

W-2 Administration 

State Administration. No additional state staff are in the budget. It is assumed that 
existing state staffwill implement Wisconsin Works 
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Training Costs. Costs for training W-2 Agency personnel in W-2 policy is estimated to 
cost S2.94 million. This includes 1,278 staff increased by a factor of 15 percent for 
management and supervisory staff. This yields a total of 1,470 staff trained at S2,000 
each for a total ofS2.94 million. These costs include funds for contract trainers, materials 
for the training, facilities for the training and travel-related costs. 

CARES. CARES costs are estimated at S5.s million for programming and software 
costs. Training on the new system is estimated at SI million. These costs are based on 
estimates from Deloitte & Touche and include costs of child care automation and 
estimated hours required for programming changes. 

County Administration. Existing contract levels for JOBS and 1M total approximately 
S128.4 million on an annual basis, or S10.7 million per month. There will be a period of 
time both prior to and after start-up in which the Department will need to fund both the 
W-2 agencies and the current 1M and JOBS agencies. The W-2 budget assumes that 
50 percent of the current agencies will remain the administrative agency under W-2; As a 
result the Department will require approximately S5.35 million each month beginning 

:-three months prior to W-2 start-up to fund the new'W-2 agencies, or $16.05 milli~n. A . 
phase down of the 1M and JOBS agencies will begin in the first month ofW-2 start-up 
and continue for six months. The budget assumes that the Department will fund 

05128/96 

75 percent of the 1M and JOBS contracts in month 1 at a cost of S4,O 12,000, 50 p~rcent in 
month 2 at a cost ofS2,675,000, and 25 percent in month 3 at a cost ofSl,337,500. The 
total of this overlap is S24,074,500. 

Children First 

The Department currently has a Children First Program operating in 23 counties, 
representing approximately 26 percent of all child support cases. Total funding of 
S342,200 (SI71,200 GPR) is provided by the State to counties at S200 per case for 1,7tl 
cases, based upon the plans submitted by counties detailing their expected Children First 
caseloads. If we assume that the remaining counties have Children First caseloads in the 
same proportion as the current counties, total funding needed would be $1,316,200 
(S658,100 GPR), for 6,581 cases. This is an increase of $974,000 ($487,000 GPR) over 
the current base funding level. 
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in child care and the type of setting chosen. The total cost is calculated by finding the number of 
participants by income and setting multiplied by the monthly charge for that setting. The 
premium contribution by participants is then subtracted from the total cost to determine total 
government cost. 

W-2 uses recent AFDC caseload demographics to detennine the percentage of one-parent and 
two-parent families, as well as the estimated family size ratios. These data pennit the calculation 
of income for each family as a percentage of the federal poverty level (FPL). This in tum allows 
the calculation of the participant's co-payment 

Child care subsidies are available to any family with an income below 165 percent FPL and one 
or more children below the age of 13. There are four child care settings available and three 
different rate structures based on age (0 and 1,2-5, and 6-12). Participation assumptions differ 
according to age category. 

The entire caseload is separated by income and those without children under 12 are subtracted. 
The remaining number offamilies is then reduced by 40 percent (ages 0-5), 62.S percent 

:-(ages 6-9), and 90.1 percent (ages 10-12) based OD national child care data shoWffig what 
percentage of children do not participate in fonnal child care regardless of income and again by 
an income-sensitive factor reflecting lower participation rates with higher participation costs. 
The number of families is then multiplied by the average number of children in th~ family (1.9 
for a single parent and 3.1 for a two-parent family) to determine a total number of "children " 
eligible to participate. The number of participants, still separated by income, is then divided into 
the four child care settings, with participation in different settings dependent on participant 
income. The number of participants in each setting is then multiplied by the monthly cost oftbat 
setting to arrive at a total month child care cost. The participant co-payment is then calculated 
and subtracted from the total cost to detennine total government cost. 

Job Access Loans 

Job access loans are zero-interest loans to be repaid over a 24 month period immediately 
following the disbursement of the loan. The average loan is estimated to be SSOO (based 
on a maximum loan of SI 000). It is estimated that 10 percent of the AFDC caseload will 
request a loan within the first year ofW-2. Also, 10 percent of the new W-2 cases will 
request a job access loan. 

Costs of the loan program included administrative costs, default costs, and the 19an pool 
necessary to fund the job access loans. Administrative costs were estimated at 20 percent 
based on data gathered by the Federal Reserve Bank of Chicago for installment loans 
made by banks with assets less that S50 million. The break-even interest rate for a loan 
of $2500 with maturities of two years was IS percent This was extrapolated to 20 
percent for the smaller loan amount 
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WISCONSIN WORKS EXPENDITURES 

luLA lut.1 Xutl XUtl :tutA luLl 

SUBSIDIZED EMPLDYMENT SO 1228.2111.700 1181,28IAQO' I1M,218AOQ 111,,173.100 1107.'17.700 

Wag. Subsidies SO $237.32l5,200 I1U,s14.3OO 1138.833.Il00 1119,283.100 $111.924,400 
Leu SancIions SO ($9.059,500) ($7.227.900) (15,375.400) ($4.589,200) ($4.306.700) 

W-2 HEALTH CARE SO $447.000.000 "71.100.000 ",7,AGO.000 1111.000.000 112A.OOO.000 
(LFB wladj_) 
W2 H_1th cara SO $397.300.000 "11.500.000 "'5,200.000 1422.900.000 1433.400.000 
eo.. .. g. of P..anant Woman. Child SO $48.700.000 $95.400.000' m,200.ooo SI5.100.ooo $87.600.000 
Spend down & p,_ptiva Elig. SO $3.000.000 $3.000.000 $3.000.000 $3.Il00.000 $3.000.000 

CHILD CARE 10 S1 .... 844,800 ., .... 81 ••• 00 .,7 • .2AI,300 I1H,7A.1IOO ""'031.100 
(FROM CMACAMD3) 

CHILDREN OF 551 PARENTS SO 124.417 .... $24,417 .... nc.4I7 .... $24,417 .... nc.4I7 .... 

Banafit CosIa SO 111.088.000 $11.088.000 $11.088.000 $11.088.000 $11.088.000 
MadicaI CosIa SO $13.369.845 $13.369.14S $13.369.14S $13.369.845 $13.369.845 

DVR ASSESMENTS SO ,'2,1H,000 13,31 •• 100 $2,708,1112 $2,1&.121 $2,170.7U 

CHILD SUPPORT 10 '1c.231.100 S111 •• ao.100 SCI"",200 SCI.081.100 SCI.m.lOO 

W-2 DFFICE COSTS SO 11$3,283.'00 '"'.188,200 1II,411,2OC1 ..... 01 .. 00 _172,700 
,..- ~-

.~ 

AFDC SO '"11.1147.Il00 $101.883.7110 $10,8111.600 $7U.838.1IOO $81.022.400 
Food Stamps SO $1.858.SOO $8,822.000 $10.354.000 $10.792,200 $11.1112.600 
MA SO ".379,3DO ",802,l5DO 55.0112.600 55,278.800 55.487.700 

EMPLOYMENT SKJU.S ADVANCEMENT ".000.000 ".000.000 $1.000.000 $1.000.000 $1.000.000 

BRIDGE LOANS .0 11."3.'00 ".1143,200 $8".100 ".7U,,00 $1.131,800 

NLRRITEEN PARENTSIKINSHIP. CA 10 $38.'$3,300 ",,210.100 S31,02I,100 133,331,300 133,331,300 

F_c...NLRR~ SO $1,200.000 '',200.Il00 $1,200.000 $1.200,DOO $1,200.000 
KInship ea .. Pa".,.,a SO S2S,soo.1DD 128.828.900 m,771,3DO $21.624.700 $21.624.700 
MadicaI CosIa SO $12.232.400 $13.080.100 $11,DS4,l5DO $10.506,600 $10.508.600 

CHILDREN FIRST 10 11.311.200 11,311,200 11,311,200 11,31 •• 200 .,,311,200 

EMERQENCYASS~TANCE 10 1",00.000 13,300.000 13,300.000 13,300.000 13.300.000 

BURIAL COSTS 10 ,3,300.000 $3,300.000 13,300.000 13.300.000 13,300.000 

STATE ADMINISTRATION '211,423.100 "'.7811.300 "'.103.Il00 "'.107.Il00 11'.107.Il00 118.107.Il00 

Systems ModIfications 58.500.000 SO SO SO SO SO 
T .. naiIion Costs 15.129.400 SO SO SO SO SO 
SIaIa SIaIIIT..ming 371M 10!! 11 •• 795,3DO $1 •• 6IX!,l5DO $1UII7.500 $18.507.500 $18.S07.500 

TOTAL COSTS (.acL Fad FS AdmIn. 1211,423.100 .,.,12,$38 .... 11.082,III1.S411 11,C131.072,U7 11.022,223.0" I1.CI3I,3IO.111 
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SUMMARY OF W-2 COSTS 
YEAR 1- - YEAR 2 YEAR 3 YEAR 4 YEARS 

Benefits $271,454,600 $225,904,300 $174,717,700 $153,986,600 $146,930,400 $972,993,600.00 
Wages 228265700 181286400 134258400 114673900 107617700 0 
ChDd ofSSI 11088000 11088000 11088000 11088000 11088000 0 
Kinship $25,500,900 $26,929,900 $22,771,300 $21,624,700 $21,624,700 $0 
EmergAsst $3,300,000 $3,300,000 .. $3,300,000 ., $3,300,000 $3,300,000 $0 
Burial Costs $3,300,000 $3,300,000 $3,300,000 $3,300,000 $3,300,000 $0 

$0 

Services $229,584,500 $221,017,568 $219,066,067 $223,159,985 $229,768,782 $1,122,596,903.02 
AncD/ary $60,349,472 $49,533,113 $37,124,136 $30,986,463 $29,284,098 $0 
Child Care $146,844,600 $164,869,600 $176,246,300 $185,753,500 $194,038,500 $0 
Employment SkIDs $1,000,000 $1,000,000 $1,000,000 $1,000,000 $1,000,000 $0 
Bridge Loans $7,419,199 $982,055 $670,479 $1,446,901 $1,459,260 $0 
DVR Assessments $12,655,000 $3,316,600 $2,708,952 $2,656,921 $2,670,724 $0 
Children Firat $1,316,200 $1,316,200 $1,316,200 $1,316,200 $1,316,200 $0 

Administration $104,310,500 $71,595,232 $62,710,585 $58,638,036 $57,522,442 $354,776,794.55 
Office Costs $59,597,828 $52,430,587 $43,874,464 $39,853,337 $38,738,302 $0 
SlaleAdmln $18,795,300 $18,603,500 $18,507,500 $18,507,500 $18,507,500 $0 
T ransltionlStart-up $21,629,400 $0 $0 $0 $0 $0 
Bridge Loans $493,901 $561,145 $328,621 $277,199 $276,640 
Training $3,794,100 

Medical Assistance $472,602,300 $506,350,845 $521,824,445 $534,876,545 $547,876,545 $2,583,530,678 
W-2 Health Care $447,000,000 $479,900,000 $497,400,000 $511,000,000 $524,000,000 $0 
Child of 551 $13,369,900 $13,369,945 $13,369,945 $13,369,945 $13,369,945 $0 
NlRRlTeen Parent $12,232,400 $13,080,900 $11,054,500 $10,506,600 $10,506,600 $0 

Admin for Med Asst . $4,379,300 $4,802,500 ~~,062,600 ~j $5,276,800 $5,467,700 $24,988,900 

SUB-TOTAL $1,082,331,200 $1,029,670,445 $983,381,397 $975,937,966 $987,565,869 $5,058,886,876 

Foster Care $1,200,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000 $0 

Child Support $54,231,600 $51,680,900 $46,491,200 $45,085,100 $46,624,800 $244,113,600.00 

TOTAL $1,137,762,800 $1,082,551,345 $1,031,072,597 $1,022,223,066 $1,035,390,669 $5,303,000,476 
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W·2 ASSUMPTIONS 
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TOTAL ESTIMATED FLOW OF CASES THROUGH W-2 
Annual 
Total Monthly 

(Less Unsub., Average 

2 August 13,113 26,410 6,302 
3 Sept. 13.010 26.217 6,732 
4 Oct. 12,906 25.976 7.129 
5 Novem. 12,802 25,689 7,495 
60-. 12,698 25,355 7,828 
7 Jan. 12,587 24,977 8,129 
8 Febi'. 12,469 24,557 8,398 
9 March 12,344 24,094 8,634 

10 April 12.210 23,589 8,836 
11 May 12,069 23,043 9,003 
12 June 11,919 22.454 9,136 543,709 45,309 

FY1999 13 July 11,762 21,824 9,232 
14 August 11,596 21,152 9.291 
15 Sept. 11,423 20,438 9,313 
16 Oct 11.241 19,683 9,296 
17 Novem. 11,052 18,886 9.240 
18 Decem. 10,854 18,048 9,144 
19 Jany. 10,649 17,168 9.273 
20 Febi'. 10,435 16.246 9,433 
21 March 10.213 15.284 9,593 

r- 22 April <: 9.984 14.280 9,754 ~ 

23 May 9,746 13.234 9,916 
24 June 9,500 12,148 10,077 450,409 37,534 

FY2000 25 July 9.247 12,073 10.240 
26 August 8,929 12,055 10,057 
27 Sept. 8.604 12,049 9,881 
28 Oct 8,271 12,050 9,713 
29 Novelli. 7,930 12,055 9,553 
30 Decem. 7,581 12,066 9,403 
31 Jany. 

~ 

7,224 12,082 9.263 
32 Febr. 6.881 12,101 9,133 
33 March 6,492 12,123 9.014 
34 April 6.116 12,149 8,908 
35 May 5,734 12,177 8,814 
36 June 5,345 12,208 8,733 346.234 28,853 

FY2001 37 July 5,320 12,038 8,556 
38 August 5,289 11,879 8,395 
39 Sept. 5.251 11,731 8.247 
40 Oct 5.243 11,593 8,117 
41 NCMIII'I. 5.247 11,464 8,007 
42 Decem. 5.244 11,346 7,916 
43 Jany. 5.245 11.234 7,844 
44 Febr. 5.245 11,126 7,792 
'45 March 5.246 11,024 7,741 
46 April 5.247 10,927 7,692 
47 May 5.248 10.835 7,645 
48 June 5.250 10,749 7,601 294,571 24,548 

FY2002 49 July 5.251 10,667 7,559 
50 August 5.253 10,591 7,521 
51 Sept. 5.255. 10,520 7,487 
52 Oct. 5.257 10,455 7,457 
53 NCMIII'I. 5.259 10,395 7,431 
54 Decem. 5.262 10,342 7,410 
55Jany. 5,264 10.295 7,394 
5& Febr. 5.267 10.254 7,m 
57 March 5,269 10.220 7,358 
58 April 5.272 10,193 7,340 
59 May 5,275 10,172 7,320 
60 June 5,278 10,160 7,300 276,382 23,032 

FY2003 61 July 5,281 10,154 7.279 
62 August 5,284 10,147 7.262 
63 Se$tt. 5,287 10,140 7.250 
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64 Od. 5.290 10.133 7,242 97.691 120.355 22.664 
65 Novem. 5.293 10.125 7,237 97.974 120.628 22.654 
66 Decem. 5.294 10.117 7.236 . 98,233 120.880 22.647 
67 Jany. 5.295 10.111 7,239 98.469 121.114 22.645 
68 Febr. 5,297 10.105 7,245 98.682 121,328 22.647 
69 March 5.298 10.100 7,254 98.872 121,524 22.652 
70 April 5,299 10.096 7,265 99,040 121.701 22.661 
71 May 5.301 10.093 7,280 99.186 121,859 22.673 
72 June 5.302 10.090 7.297 99.310 121.999 22.688 272,016 22.668 

-. 
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ASSURANces - NON-CONSTRUCTION PROGRAMS 

Noce: C.rtain ot thtl .... uranctl en.y not be .pplicable to yOW' project or proC".m. II you "'.Y' quu.tionl. 
pluse contact thlawardin, .eeney. FW'ther. cerUin Feder.l •• udine a,encies may reqUlr' .ppllcants 
to certity to additional uturancel.llauch i.t the c .... 70ll will be notilted. 

AI the dulyauthoriztd representative otth. applicant I cerdly th.t the applicant: 

1. Ha. the lee.l authorh, to .ppll tor rederal Ce) the Oru, Ab\lSt omci and Tteatment Act or 
as.istance, and th.1n.titutional. mana,erial and 19'72 (P .L. 92·255" al amended. relatln, to 
ftnanc:ial capabilitl Clncludine tunda .ldIlcient to nondiscrimination on the buis ot dru, abuse; (n 
P'1 the non·Federal Ih.,. ot project COIU) to th.Comprehen.iYl Alcohol lobus. and Alcoholism 
eMure proper plannine. mana,ement and COlD' Prevention, Treatment and Rehabilitation Act or 
pletlorurth. projectdescribeci ill this application. 19'70 (P .L. 91·618', .s amended. rllatin, to 

2. WUI cive thl .wardin, aleney, the Comptroller 
Oeneral or the United State., a.nd it appropriate, 
the State, throulh IDlauthorized representativ., 
access tA and the rilht tA examine an records. 
boob, papen, or c!oc:umenta related to the •• ard: 
and will establish I proper accountint system Ia 
accordance with IlIlltall, accepted accountlAr 
.tancluds or a,encr clirectives. 

So WUl establish ..recuards to prohibit .mplo,... . _ 
. :-lrom uslnl thelt pOslUona tor a pUrpol' that 

conatltutes or prae"ta the appearance ofpenona! 
or orpnlzatlonaJ confUc\ of IIlterelt, or penona! 
pia. 

6. WUI lnltlatt IIIAl complete the work wlthIIl the 
appllcahl. time hme aft.r receipt of approval of 
the award1nc qeDCJ; 

I. Wlll compl, wilta the IDter,oy.rlllDutal 
PenoCUlel Ad ot 1910 (42 U.s.c. II 4121-4113) 
relatla, to prescribed studarcla tor merit .)'Ste1Dl 
tor procralDl tllDded uncler oa. ot \h. meta.1l 
atatutes or ftI\Ilatlou .pedfled '" AppeJll!1z A 01 
OPM". Standarda tot. Merit SyNm olPenollDll 
Acfm1al·uatloll (I c.r.R. toO. Subput n. 

.. WID compl, with aD Pederal datu_ nlatiq to 
aolUlbcrimlDatloL Th ... Includ. but are Dot 
ttmlted to: (a) TiUt VI of tbe-CtYil RI,hb Act fill 
1964 (It.lo. 81-312) .hIch prohibita cIbcrim1natioll 
OD the bub ot neI. color or Datlona! oricia; (b) 

• Title IX or the Eclucatloll Amendmeftb ot 1972, U 
amended (20 U.s.C.1I16S1-1683. ad 1685-1686). 
which protu"hib discrlmlnatlon 011 the bula ot .... 
(e) SectIon S04 otthe Rehabmtatloll Act ot 1m. u . 
.mended (29 U.s.c. 1194) •• hlch prohibita cfla. 
criminatioD OD the bub olbudlcapr. (d) the lop 
DiacrlmlnatloD Act or 111$. II ameded (41 
U.S.C.II 8101-8107). which prohibita ilbcrlm
IDatioD on the baalaol ..... 

nondiscriminatioD on the basis ot alcohol abuse or 
alc~holbm; (I) If 523 and 521 otthl Public Health 
Servic. Act or 1912 (42 U.S.C. 290 dd·' and 290 ee· 
3', al amended, telatine to connelentfalit,. or 
alcohol and dIU, abuse patient records: (h) Title 
VlU ot.th. Civil Rilhta Act or 1981 (42 U.s.C. I 
3S01 .t I.q.). II alDlnded. relatInr to non· 
discrim.inatlon III the sal •• rental or ftnancln, or 
houllnr: (l) aDJ other noadllcrlmln.tlon 
provlSlou '" the tpeci1SMtatute(t) uncl.r which 
appllcatloll tor 'ederal Ullatance .. belq mad.; an. (J) the reqululDeDt. ot aD1 oth.r 
aoncllacrimlcadon atatutaCa) which ma1 appl, tA 
the appUcadoL 

-
'f. WUl compl,. or tau alread, complle4, with the 

reqWteID.lltl of'rtUa n and m or the Un1Iorm 
aelocatloll Alliltanc. &ft. a,,1 Propert, 
Acquliitioa Polldu Act or 1910 (P.L. 91·846) 
.hIch proYide tor ta1r UIII equltabll treatment or 
persons displaced or' _hose propertJ II acquired U 

..... wt olrederaJ or leder.II, ... lttIcI procrama. 
'l'bese requlr.meeCl appl, to aU lmireltllll real 
propertJ acquired for project purpoIII reprdleu 
tCrecleral pa.rtlcipatioa Ia parchuet. 

L WU1 camplJ with dae proYislou of the Hatch Act 
(I U.s.C.111501·15011D111324-7321) which llmit 
the polltlcal actldUe. ot emp101''' who .. 
priaclpal emplo,..l. activities are rucled In 
whol. or In part with rederal tunds. 

•• Wall COlDp.,. U appGcallle, with the prorislons or 
the Daria-Bacon Act (40 u.s.C. II nil to 276&-
1). the Copeland Ad, (40 U.s.c. l21k and 18 
U .S.C.II81 4l. and the Contract Work Hours and 
Saret,. Stanclards Act (40 U.S.O. II 321.333), 
recudlnc labor stud.ardl tor tecieraU, a .. lated 
constructioiliubacreementa. 

Authorized for Local Aeproduc;Uon 



10. Will comply, it applicable. with nood insurance 
purcha .. requirements oC Section 102(a) oC the 
Flood Disuter Protection·Act oC 1973 CP.L. 93.2341 
which requires recipients in a special nood hazard 
area to participate in the prol!'am andto purchase 
nood insurance it the total COlt oC inlurabl. 
construction and acquisition is $10,QOO or more. 

11. Will comply with environmental standards which 
may be prescribed pursuant to the Collowinc: Cal 
institution oC environmental quality control 
measures under the National Environmental 
Policy Act oC 1969 (P.L. 91·190) and Executive 
Order CEO) 11514; (h) notification oC violatinr 
facilities purs~t to EO 11738; (c) protection oC 
wetlands pursuant to EO 11990; Cd) evaluation oC 
nOoci hazards in noodplains in acc:oniance with EO 
11988; Ce) assurance oC project consistency with 
the approved Stat. manarem.nt prorram 
developed under the Coastal Zone Manarement 
Act oC 1972 (16 U.S.C. If 1451 .t seq.); en 
conCormity oC Fedecal aetiODI to State (Clear Air) 

Jmplementation pru, under Section 176(c) of the 
. Clear Air Act 0( 195$, u amended (42 U.s.C. I 
7401 et seq.); (c) protectionotwulerpoUDd 1Oun:et 
oC drinkini water WIller the Sat. DriDldDc Watar 
Act or 1974, U &minded, (P.L. 93-523); and (h) 
protection oC endalller.d speeles under tb. 
EDclanrered Species Act or 1m, u &lDtnded, (P.L. 
93-205). "' 

12. wm comply with the WDcl and Scenic R1vers Act 
oC 1968 (18 U.S.C. II 1271 .t seq.) related to 
protectint components or potential components or 
the national wild and sceaic rivers system. 

13. Will assilt the awardinr arency in auuring 
compliance with Section 106 oC the N ationa I 
Historic Preservation Act oC 1966. as amended Cl6 
U.S.C. 470), EO 11593 (identification and 
protection oC historic properties), and the 
Archaeololical and Historic Preservation Act oC 
1974 (16 U.S.C. 469a·l etseq.). 

14. Will comply with P.L. 93·348 rerardinr the 
protection oChuman subjects involved in research, 
development, and related activities supported by 
this awardoCusistanc:e. 

15. WUl comply with the Laboratory Animal WelCare 
Act oC 1966 (P.L. 89·544. as amended. 7 C.S.C. 
2131 et seq.) pertaininr to the care. handlinr. and 
treatment oC warm blooded animals held Cor 
research, teachinr. or other activities supported by 
,this award oC auistance. 

16. Will comply with the Lead·Based Paint Poisoninr 
Prevention Act (42 U.s.C. II 4801 et seq.) which 
prohibits the UI. or lead baled paint in 
conlttuction or rehabiHtation oC residence 
Itrw:tunI. 

17. Will C&UIt to be perf'ormed the requited financial 
and eompilance audits in accordance with the 
Slqle Audit Act 011984. ' 

18. Will comply with all applicable requirements or an 
other Federal Ia.., eneutiv. orders. regulations 
and poUcin pwerninr this prorram. 

Governor' 

DATI SUIMlTTtD 

WI Department of Health and Social 
Services 

May 28', 1996 



U.S. Department of Health and Human Services 

Certification Regarding 

Drug-Free Workplace Requirements 

Grantees Other Than Individuals 

By sipiDa usdlor submirtiDg tb.is IpplicalioD or FUll qreemem, tile FUllcc is providiq tbe cenifiUtiOD sct our 
below. 

This cenificaliOD is required by recuJatiCIAS implcmCllliq lbe Drvc·Frcc Workplace ACS or 1988, 4S Cf1t Pan 76, 
Subpan F. The replioas. publisbed ill tile JlDrwy 31. 1989 FedenI a..u ... require cenilicalioa by Fusrccs tlaar 
they wiI1 maiDrliD I druJ·frcc workplace. The ccnificatiOD SCI Olll below is I material rcprcscDlaUoD of rlcs ~POD 
wbich relilDcc will be placed wileD HHS dctermiDcs 10 award lbe FIIlL False cenilic:alioD or i'ig,,,joa of tIac ccnifica· 
lioD sbaIJ be IfOWlds for suspeDSioa 01 paymeDlS, IIISpcDSiaD or Icmill'tioa 01 FUll; fit pvenuDCDrwide suspe1lSioa 
or dcbarmCIIL 

'nat araDltt certUIeI tlaalll war prowl. a draa-rn. wartcpIIce IIr. 
'(I) Publlshl ... I 1 .. &t.IDI aodr,tDI talpl..,.. tlaal &1M aalawful ... utac:tar.. dIatrflIalioat .......... 

POUtlllOD 01' 11M oIa COIIlroUed labslUclt Is proIIlbUed .. die ........ ...npIMII ad lpedl'1l .. lbe aclIou lIaal 
.til be t.akn ...... 1 .. plo,.. tOl' wtoiadOll oil" pra 111111li0ii; 

(11) [s .. b ......... a dna.". ....... tsI "...... leW_ tID,.... .boat: 
(l) 11ae daqen 01 draa aba ... au ~ 
(2) 11ae po ..... poIlcJ 01 ............ a draa-&. wartpIMe; 
(3) M., 1 .. U.lale ..... CODaMila .. rebabWlad-. ... "plO)'ll ..... laDcI ...... 1; .... 
(4) 11at peuItNs tIaalIDD,be IIDpoNd upoa .. pi..,.. tor draa ..... YioIadou WiLam.a .. die wortI:pIace; 

(e) MaIdq II a reqa1raDeal lIaal Dell _plO)'ll Ie be' i pd .. cJ. pat. • .. '" tile pul be ..,.. • C'OP1 II 
au IlI&tIDeal nqu ..... 'r,.,..,." (.); 

(d) NCICII)Iq tile .. plo,. ... ltalemeal reqa1ncI'r ......,.pII (.) lIaaa. u • coadld_ '" e.plOJIDGlI aader 
au araDI. tile emplo,. wID: 

(I) AlII .. ., die .... "'aM .... -I; .... 
(2) Nodl'1 1M .. plo,w '" a, crialuI ..,. ........ I a .wtdI_ 'or • 1'IoIad0ll WiLIIIIbI .. die wariqllace a. 

laler au. aft da)'l .... nell coeYktIoII;. . 

(e) NolIl'1I .. tile ... q wttlala .. da)'l efter ...... odeIe ... nlapanps,. (d)m rro. .. empl.,. or 
oda&nrbe ncdwtal acIIIaI aodcIe "' ... coaYktlOll; 

(n TakialCIDI eI tile roa ..... dou, wtt1a18 30 ")'I 0I1"1aht.a& aodce aader nla,.,..,. .. (11)(2) ..... nspect 
10 aD1 talplo)'ll ........ COIIYIcIed: 

(1) TakiDi appropriate penoutl acdOll 1Ip1 ... nell .. empao,.. ., Ie .. dlDcladlq &trmludOll; or 
a) Reqalrt ........ plO)'IIIo parUdpate ullsr.c&ortlr ........ abase uststaan er ftltabllllall_ ,.,.. .. 

approftd tor lada ,arpoMI ., a FtdenI, Slate. 01' IcacalIIeaIIl, law .... Oi ,aa. or .... appropria&t...,. 

(a) Maldq a pod r.I~ t1rora 10 coaUaae Ie ....... a .......,. • ....n,&act ...... IIDplelM""lIoa '" 
perqraplas (.), (11). (e), (d), (e) ... (I). 



u.s. Department of Health and Human Services 

Certification Regarding 

Drug-Free Workplace Requirements 

Grantees Who Are Individuals 

By sigDiag &lid/or submitting this application or grut agreement. tbe gretec is pro\;ding tbe certu.ation set .'I;t 
below. 

This cenification is requtred by the regulatioas implementing tbe Drug. Free Workplace Act of 1988.45 eFR Plrt 
76, Subpan F. Tbe regulations, published in the J&IIuary 3L 1989 Federal 1leiIs1er. require cenilicatioa by grantees 
that their coaduct of lI'&IIt Ictiviry will be drug. free. The cenificatioa set out below is a material represeatltion oC 
flct upoa which remce will be placed whea HHS delermiaes to award the lI'&IIt. False cenifacatioa or violation oC 
the cenificatioa shaIJ be II'OWlds for suspeasioa of plyments, .suspeasioa or lermiDalioa.of armts. or lovcr1llllenrwide 
suspeasioa or dcbarmeAI. 

'nI. p.atee certUles that, u a coadltloa 01 lb. vaat. b. or sbe will aOC ellPlC 18 Ibe aalawflalllWlulacturr. dis· 
crtbutloa, dispeaslq, possessloa or use oIa coatrolled substaace ID eoadued.la., acdYiCJ willa tile vaaL 

:-. 

-. 



CERTIFICATION REGARDING ANTI-LOBBYING PROVISIONS 
(DEC 89) (31 USC SEC 1352) 

The undersigned certit.1es, to the best of his or her 
knowledge and beliet, that: 

( 1) No Federal appropriated funds have been paid or will 
be paid, by or on the behalf of the undersigned, to any 
person for influencing or attempting to influence an 
officer or employee of any agency, a Member of Congress, 
an officer or employee of Congress, or an employee of a 
Member of Congress in connection with the awardinq of any 
Federal contract, the making of any Federal grant, the 
making of any Federal loan, the entering into of any 
cooperative agreement, 'and the extension, continuation, 
renewal, amendment, or modificiaion of any Federal 
contract, grant, loan or cooperative agreement. 

(2) If any funds other than Federal appropriated funds 
have been paid or will be paid to any person for 
influencing or attemptinq to influence an officer or 
employee of any agency, a Member of Congress, a~officer 

~ or employee of Congress, or an employee of a Member of 
Congress in conncection with this Federal contract, 
grant, loan, or cooperative agreement, the undersigned 
shall complete and submit Standard Form-LLL, "Disclosure 
Form to Report Lobbying," in accordance with its 
instructions. 

(3) The undersigned shall require that the languaqe of 
this certification be included in the award documents for 
all subawards at all tiers (including subcontracts, 
subqrants, and contracts under grants, loans, and 
cooperative agreements) and that all subrecipients shall 
certify and disclose accordingly. 

This certification is a material representation of fact 
upon which reliance was placed when this transition was 
made or entered into. SubDdssion of this certification 
is a prerequisite for making or entering into this 
transaction imposed by section 1352, title 31, U.s. Code. 
Any person who fails to file the required certification 
shall be subject to a civil penalty of nat less than 
$10,000 d nat mare then $100,000 for each such failure. 

May 28',1996 

Date 

Governor 
Title 
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DISCLOSURE Of LOBBYING AC11VrrIES 
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Public Input 

The Wisconsin Works program was developed following a year and a half of discussions with 
county and tribal human and social services directors, economic support specialists, JOBS 
program workers, welfare recipients, advocates, educators, employers, and organized labor. 
During the course of drafting the legislation, further discussions were held with legislators. Prior 
to the bill creating the W-2 program being introduced in the Wisconsin Assembly on 
October 2,1995, and the Wisconsin Senate on October 3,1995, the Legislature held a public 
hearing in Milwaukee, Wisconsin's largest city and a city located in the county which has the 
majority of Wisconsin's AFDC recipients. 

Following introduction of the W-2Iegislation, further public hearings were held around the state 
including Appleton, Madison, and laCrosse. Full public debate of this proposal was . 
accomplished through these public hearings and legislative committee hearings allowing all 
those who favored or opposed the bill to be heard. Written input was also encouraged and 
received. Only after a lengthy and public process of examination was the final legislative 

... approval given and #1e bill sent to the Governor for signature. z. 

Legislation 

Enclosed in this section is 1995 Wisconsin Act 289 which was enacted on April 25, 1996. The 
Governor's veto me~sage is included. 

X1U-I 
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Timeline for Enactment of Wisconsin State Legislation! 

1995 

July 31 to August 15 

August 15 to September 25 

September 19 

September 25 

September 29 

October 2 

October 3 

October 6 

October 9 

October 11 

DES staffwork with LRB and others to develop statutory 
language 

Finalize statutory language 
OPB finalize fiscal note 

Legislature begins fall floor period 

Executive Committee reviews and approves statutory 
language 

Legislative Joint Committee public hearing on W-2 in 
Milwaukee (Senate Health, Human Services and Aging 
Committee chaired by Senator Buettner and Assembly 
Welfare Reform Committee chaired by Representative 
Gard) 

AB 591 introduced in Assembly by Representative Gard 
with bipartisan support (50 representatives and 13 senators 
as co-sponsors) 

SB 359 introduced in Senate by Senate Buettner with 
bipartisan support 

Assembly Welfare Reform Committee public hearing on 
W-2 in Appleton 

Assembly Welfare Reform Committee public hearing on 
W-2 in Madison 

Senate Health, Human Services and Aging Committee 
public hearing on W-2 in Madison 

• • 11993 Wisconsin Ad 12 included a provision dira:ting dx: Depanment to submit by dx: cud of I m a proposal for the 
replaa:mc:nt by December 31, 1998, ofllle AFDC program. 

XIn-2 



October 25 

November 2 

November 28 

1996 

January 4 

February 29 and March I 

.....March 7 

March 13 and 14 

Apri125 

05128196 

Senate Health, Human Services and Aging Committee 
public hearing on W-2 in LaCrosse 

Assembly Welfare Reform Committee working meeting to 
review proposed changes to AB 591 

Assembly Welfare Reform Committee exec on W-2 

Joint Finance Committee public hearing on W-2 in 
Madison 

Joint Finance Committee exec on W-2 

Floor debate in Assembly 
Bill passedlmessagedto Senate 

Floor debate in Senate 
Bill passed and sent to Governor for signature 

Governor signs bill; Wisconsin Works legislation enacted 
as 1995 Wisconsin Act 289 with effective date of May 10, 
1996; W -2 provisions effective as of July 1, 1996 
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April 25 • 1996 

TOlVIMY G. THOtvlPSON 

Governor 
State or Wisconsin 

'. 

TO THE HONORABLE MEMBERS OF 1lrE ASSEMBLY: 

I have approved Assembly Bill 591 as 1995 Act 289 and have deposited it in the Office of the Secrerary of 
State. I have exercised the partial veto in a number of areas. 

I am very pleased to sign the country's most significant piece of welfare reform legislation. Through a 
series of waivers and pilot programs, beginning with l.earufare in 1987, we have esmblishcd the basic 
premise that for those who can work, only work should pay, and that everybody should work to the extent 
of their abilities. Welfare should be used as a temporary last resort, and should provide incentives to 
promote individuals' efforts to attain self sufficiency. It should provide only as much service as an 
individual asks for and its fairness should be measured by comparison to working families who are 
supporting their families without public assistance. This set of principles has been one of the keystones of 
this aclminisnrion. It culminates with the signing of this bill. 

Several yem ago, as a result of those waivers and pilot programs. we bad established a foundation which 
resulted in si~caut consensus between the executive and legislative branches on the ~eed to move 
forward to meaningfuL comprehensive resauc:mring of tile welfare system. It mnainedOnly to determine 
the design of that reform. AS 591, WISCOnsin Works or W-2. is tIw design. It is the result of many . 
months of concentrated work by both of these brmches of govenunent. and I have every confidence that it 
will change and improve both the lives of those who must rely on some support from their government IIld 
the communities in which they live. 

Working together to implement the provisions of AS 591, we can change our sure forever to one where. 
those who are able to work do so, and where those who are 'not are given the incentives and supports they 
need to enable them to do so. We will be a sure where all citiz=s are educated and trained to work and 
expected to do so, where communities work together to provide temporary help to those who need it, ami 
where the government of the state ICIS to enable persons to work, instead of simply providing cash to 
individuals who are not wortdng. 

WISCONSIN WORKS PROVISIONS 

The Wisconsin Works (W·2) initiative that 1 proposed in September 1995 is enacted in Chis legislation. It 
responds to the directive in 1993 WISCOnsin Act 99 to repllce the curratt welfare system by January I, 
1999. That replacement system, as embodied in this legislation. wiD have the following c:baracrcristics for 
clients: 

• For those who cannot immediarely encthe wortforce., provide 3 levels of employment 
support: 

- Trial jobs, for which a subsidy is provided to employers for a limited time, to meet Ibe 
needs of those wilhout a wort hisr.ary; 

- Community Service jobs, far those who need to pRaia: the worlc:'babits and skills 
necessary to be hired by a privaa: business; IIld . 

- W-2 Transition jobs, for those noc yet able to perform self-sUSClining work, where Ibey 
can participate in activities consisleat with their abilities. 

1 
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. . • Provide health c:arc, delivered through managed care providers. to all families with low 
incomes and low assets wbo do not have coverage provided by their employers. AU families 
will pay a portion of their health care pmnium based on iDc.ome. . 

• Provide child care for all eligible families with low income and low assetS who need it to 
work. AU families will pay a porrion of their child care castS based on income. 

'. 
• Provide educ;ationaJ or training oppommities for those who an= in Community Service or W·2 

Transition employment, to enable them to iIlc:rease their eammg potential 

• Provide other services that a client needs such as U'UlSponaJ:ion. job access loans and the 
services of a financial and employment planner for every eliczlt who needs assistance in 
developing a plan for self-sufficiency. 

• Assure that child support payments go to wbom they belong - wotking eustodial parents and 
their children. 

To underline \hat W-2 is intended to belp people become self-sufficient. not substitute for self-sufficiency, 
participation in the employment componenl$ will be limited to 60 months overall. with some exceptions, 
and will be limited to shotter periods for each component. To insure that clieurs receive the assiswtce they 
need., W·2 agency contraCts will be perfonnance-based., so funds will be clwmeled to the agencies that are 
the most successful in placing and keeping people in private sectOr employmenL 

Not only does this legislation provide supports to p«;OJIle differently tbm in me past, it alIo provides those 
supports thrauglta diffemlt delivery system. The new system is intended to Sll"engthea the ties between 
people and their communities by creating more suppon for the DCeded services ax the local level, IIlCl to 
integrate employment programs at the $We level To achieve this the W-21egislatioa includes the cn:az:iOD 

of: 

• Loc:aI Community Steering Commia.ees..1DIde of up commUDity leaders to ovenee the 
cn:aJion of job oppottuDities; and 

• Childreu' s Services Networks, to provide aliDk 6-am fami1ies to I comprehensive array of 
services such as food and clolhinc CCDta1, tlaDSpOttUion IDd bousiDg. 

In 1995 WISCOnsin Act 27, the Department oflnduslry, Lahar aacl HumID Ildazions (D1LHll), the 
department responsible for other stare-level job programs was giva respoasibility for the currem welfare 
program and., therefore, for its replacement. OJI.HR.co be mIIZIlCd lIle Oepanment oChlclumy, Labor aud 
Job Development (Dn.JD), will integrate the W-2 progrms into ia PanDersbip for Full Employment 
system. As I result of lilac programs comille coeerher, W-2 will be able ro offer its cliena the advaaJqes 
of "one stop shopping" in areas where the W-2 ageacy aacl the Job Cearcr 1M c:o-loc:areci. It will dlaefore 
~e the establishcci networi: belWeeD employers aadjob seekers more accessible to W-2 c:lieaa. 

W·l means the end oCthe automatic welfare check. This compreheasive rqlW:anent win demand more of 
participants. but in the loag nm it wiU provide indepeadcace and I fumre. The process of developing this 
legislation has involved ciUzeas md professionals all over the SQI&. W"tthout 1iw belp this dramaIic braIt 
wiIh the past could DOl have oc:curred. 

paaj,IVema 

We now face the equally difficult task of implczaCDliag W-2. While I am very pleased that AS 591 passed 
wid! bipartisan support, 1 am using the panial veta in I D1IIIlber of areas. I have cione so primarily to 

. remove some of the more onerous aDd uanec:essary Nle m-lring reqWremems or to provide iDcreased 
flexibility forthc operation of the propaw. Both of these are aecessary to CIISIIre its suc:c:ess, 
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w-., Implementation Dase: 
Section 84 [as it relale:s to the W-2 program implementation dare] specifies lhuif. federal waiver is 
granted or legisl.ation passed, DnJD sh.all implement W-2 sWA:Wide 110 soouermm July I. 1996111d.1l0 
lau:r than September I, 1997. I am exm:ising me panial VetO in Ibis seaiou to remove me specific daze in 
September by which W-2 must be implemented sar.ewide because me depanment needs one additional 
implemelltation meum. The original timetable: was coumucted last summc:r and assumed passage by fall 
or e:arly winu:r. . 

State as a Pmyjdcr onast ReSon 
Section 8.5 [as it relau:s to the stale as me: provider of last resort] specifies tIlJl if no acceptable provider in 
a ge:ographical area is selected Wlder me competitive or nODcompetitive processes outlined in me bill., 
OILJD shall administer the W-2 program directly for that geographical arc:&. I am exercising the pinial 
veto in this section to snike the word .. directly" because On..ID Deeds more flexibility in this situation to 
either SUbcOlltract me administntioD of me W-2 program or opente the: program itself: 

W-" Cgntng RcguimPem 
Section 8.5 [as it relau:s to requinmenu for the W-2 agel1CY cOl1lRdSj requires the department to award me 
W-2 conlnctS at least six months before swewide implementation. It also specifies that the W-2 CODInCl 
may only be tertI1inau:d by the mutual consent of both panies. I am exercising me pania1 Yell) in this 
section to remove bom me six mODth requirement anci the remiaiOD 011 wIleD. W-2 contnct may II. 
terminated because the department will need additional flexibility in the implemcnwion ofW-2. which 
will be a challenging and diffiCUlt task. The department may need to adjust timeframcs as $Wewide 
implementation draws closer. I do recognize. however, that the W-2 agencies must be given sufficicnl time 
to prepare, especially in mose geographical areas where the collllty hu elected to Dot ~ipare in W-2..J 
am. thereforc., dJrecting the department to come as close as possible to !he six monm tim;frame, reponing 
to me if this goal is l10t achievable. In addidOD, 1 am pan:iaUy vetoing !he laDpage regarding me need to 
have the mUUlll coasent of bom panics to terminate a conaact to allow !he deplnment to termirw.e dle 
contract of a nOI1-pcrfortller. 

RulemaJdoc 

Sections 8.5 [as il relazes to ndemaking for W-2 comnct componeorsj. 11.94 [as it relar.es to Nlemaking 
regatding refusal to pay cenaiD child care providers). 9.5 lAd 991 all require DlUD to promulgate Nles for 
cenain W-2 prognau components. I am exm:isiDg me panial veto in these sections to n=ove me . 
ndemaking requiremCllL First. 1 do Dot believe that it was necessary to put this much programmaric and 
operational detail either into the staIUteS or to requn the development of admiDisInIive rules on almOSl 
every compooCllt in W-2. The lqislalure undemandably WIllIS to m.intaiD oversight over'dI.is prvgram 
because it is Dew II1d. ndically different than me cunene welflre system. -However. in order for me 
depanmcttt to be able to successfully implanCllt W-2 in the timelilme outlined in AB591. it Deeds. 
certain atIlOUllt of OexibUity. The depanm= must focus 011 me dcvelopmCllt of federal waiven, !he W-2 
request for ptoposals and other c:riDca1 SlepS in the U'IIISirion &om AfDC to W-2. Haviq to ptOUlulpse 
Nics for so ItIIIIY para ofW-2 will oaJy ~e Yaluable stiff resoun:es tbalare needed elsewhere. The 
Legislazzn wiD be very involved in me W-2 implcmencatiou 1brougb .''''';''1 So 13.10 requaa,me 
1997-99 biennial budget and. more tban likely, foUow-up leplariCIQ. It is t10I pruden! to impede me 
department's ability to implemem W-2 by requiring it to proma1pre Nles oa IIIIIIm that can be done 
either in me W-2 c:ouncu or as part of me adminislnrive bmdboolt lAd policy clarificuiou manos to me 
W-2 agencies. . 

Resmb ,,"ems on fmptoxm 
Section 8S [as it relms to requirements for writren COIlInCS with 1rial job employer) ~ thaz me W-2 
agency must enter into. writreD c:omract with eacIl trial job employer. The CODIraI:t tenDS sbal1 include me 
hourly wage at which me trial job pcticipant is to be paid. which may Dot be less dian minimum wqe. 1 
ltD exercising the panial veto in dI.is sectiotl because it is not necasary to include me. requirement to have a 
written conn.ct in me sUlUtes. W'1Shaut SSatIItGry language directing this. wriIral conrracD are already used 
in me on-the-job (011') nining programs and will also be used in me W-2 program. 
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ExtensjgoS gfthe 60 Month I jfetime Limn 
Section 86 specifies that the W-2 ageDCY may extend the 60 molUh ovcralllime limit aD panic:ipazicm. if 
wamnted by lIDusuai cin:umsw1ces, only in 12-moDth incremems. In addition. On.JD mUSE ~ve each 
extension. I believe that the W-2 agencies should work intensively with each client who Deeds to receive 
an extension of the 60 mODth time limit. To be able to provide omyas much service as necdeci, their cases 
should be extended omy as Deeded, Dot in 12-month increments. These ftteDSions should be dctenained 
by the W-2 agency, in accordance widl rules promulgated by the depanmem. as the W-2 agencies are the 
most familiar with the client's case history. I do not believe it is necessary tba1 the depanment ~view each 
and every case. but it will retain the right to review any case in any geographical IrQ. [am therefore 
exercising my partial veto of this sectiOD to remove the specific 12-moDth incmnent and the ~uirement 
that the dcpanment review each extension of the 60 month time limit. . 

&XCmprigD from Work Rcgyjmnenp for Mathea with VOung PPdrcn 
Section 89 specifies the benefit levels for each of the W-2 employmCDt positions. It also specifies dial an 
eligible cusrodial parent of a child who is 12 weela or younger is exempt from the worlc requirement and 
may receive a monthly grant of SSSS. nus sectiOD further specifies dial this time periocl is Dot counted 
towards the 60 month time limit in certain circumstances. If the child is bom Dot more thaD 10 months 
after the dale that the participant first became eligible for either Aid to F allies with Dependeftt Chilclrea. 
(AFDC) or W-2. the 60 mODth "clock" stops for up to 12 weela. For all odler cases except in twO 

situations, the clock does not stop. These two siruations are I) if the baby is the result of sexual assault or 
2) if the mother has not participared in AFDC or a W-2 employment positioa for at least six months and the 
child was born during that period. I do not believe it is appropriate to stop dle clock in the second 
circumstance. I lID therefore exercising the partial veto in this secboa in order to stop tbe150 month clock 
only when the child was bom less than 10 months after the person was tim determined eligible for AFDC 
or a W-2 employtDcut position or iftbe child was conceived as a result of sexuaiuuuit. I believe that this 
eliminaleS any inccutive for a woman to have aD additional child while panicipatiDg in AFDC or W-2.1Dd 
at the same time does not punish people who are just coming on to the system or who were victims of 
sexual assaulL -

Section 89 also usa the word '"tolling" to describe the COUDIiag of time UDder the 60 month time limit. 
Technically, tolling is defined to mean "to suspend". I am therefore exercising the partial veto ....... "5e the 
use of tho: word '"tol1ing" is incorrect. "The partial veto in this SCCIioa will make the bill techDically correct 
and consistCDt with legislazive intent. 

MODroW;" Parenrs IUd Emplgymcnf pO$irigm 
SccUon 96 specifies wtw assistaDce a DODOIsrociial pareDt is eligible to receive UDder W-2. "The W-2 
agcucy may provide job sean:h assis1mce aad case maugement designed to enable an eligible 
noncusrodial parent to obtain and maUl work. In addirioa, ABS91 would allow • DODcustodial parent to 
pmicipare in an employmCDt position ifhe or she ud the custodial pIt'CIlt meet the fiDanc:ial eligibility 
criteria. if the custodial pareDt is DOt a W-2 employmeat positioa panicipwud if the nQllCllSb)dial pamIl 

is Subject to. child suppon order. I am acrcisiD& me panial veto ill Ibis sec:tiou to resuia access to W-2 
employment positions to M'stndial pareaCI. Eq:wv1ing access to W-2 employment positiollS for 
noncusrodial p.uentS will increase the cost ofW-2. It will also potrmia l1y c:ouf1ict with tbe Children rust 
program because UDder these provisions a aClllCUSlDdial parem ouly bas to be subic:c;t: to a child support 
order, not aec:essariiy ~ full and timely pay1DCIIII. A per10Il cauJd be in &n"CIn oa their child support 
order and access a paid emplayment positiou UDder W-2 nlher dwI panicipuiag in unpaid comm.mity 
work experience as requiml UDCler' Childrea rnt. 

Eligibiljty Crjtp:ja 
Section 86 [as it relarcs to the paniCiplZioD of more thaD one individual of a W"nmasia Works pwp in all 

employment positioa) provides ttw an iDdMcIuaI is nat eli&ible for a W"1SCCIIIsia Works employmem 
position if anodler iDdivicIua1 ill the same W"acollSill Works IfOUP is paniriparing in all employment 
position at the time of the determilwioD of eligibility. I am excrcisiq the pIRiIl veto in this secDoa 
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because the policy on this issue n=d.s to be very clear. It is OW' intalt lbal oDly one adult in a W-2 P'Oup 
may participate in a uial job. c:cmmllDity service job or W-2 traDSition job at lUX giVeD time. The pan:ial 
veto removes the reference to Ihe time of eligibility deteraliDatiOl1. I am, at me same time, directing the 
depanment to review this policy and to determine if it createS a disincentive to marriage and to tnalcc 
recommendations, if it is fOllDd to do so. . 

Child Cm EligibjJjty and Co-payment Ssbcdu1a • 
Sections 56, S6c, S6d.. 56f. 56g, 94 [as it relares to the child care co-payment schedule) and 279 (as it 
relates to child care eligibility and co-payment schedules) place the new ctWd care eligibility and co
payment schedules in Ihe SWUteS. The Legisilllun maintained an overall eligibility for child care 
assiswJce of 165% of the federal poverty line. but made the co-paymenr schedule more generous than 
originally proposed. In addition. rather than being effcct:ive upon passage of the bill. the new co-payment 
schedule and income limits (or current low income child care reciPientS would be pbased in during FY97. 
I support the cilanges made by the Legislamre in Ibis area. Having access to affordable child care is a 
critical element for people leaving the welfare system. The LegislaJu:n: recognized this and reallocated 
funds Cram other W-2 components in response. In addition. wbile the phase-in of the new eligibility and 
co-payment schedule for Ihe curteDt low income child care recipients wiD be ac!minimuively complex, I 
understand and support the idea that these changes should be made g!3dually in order to allow people to 
make other satisfaculry arrangemeDts. While I support these modificu:iODS. I do not believe that it is 
necessary or desirable to have this level of deuil specifically laid Out in the statUtes. Historically, co
payment schedules bave not been included in the manes and I see no reason to cbange that precedent. In 
addition, the 14 day passive review process that was csu.blishecl to allow die Joint Committee on rmance 
(leF) to unilaterally modify statUtes is not an appropriate role for this commitree. I am Iherefore vetoing 
these provisions and I am directing the Depanmcm of Health and Family Services (D~) and On.JD to 
adminisrmivc.ly esu.blish the same child care C01Jllymenr schedules and the same phiSe-in process for 
current low income child care recipienu as in ASS9!. 

Recu1arion prOUd Care Pmyjdm 
Sections 27 and 74 relate to Ihe regu1aIion of child care providers. Sectioa 27 directs QHFS to m.inQin 
the current levels of child care regulatory mndards for licensed group ccaten, licensed family day-care, 
Levell and Level n certified providers. Section 74 places CUImIt adI:niDisInrive rules repniiDg 1niDiag 
requirements (or Levell ccnmed family day can: providers in 1he SIIIUteS_ To dare, this clepanmeDC has 
effectively regulated child care providers eimer thratzcb. adm.ia.isa'Uive rula ud/or guidelines.. I am 
vetoing section 27 and exercising 1he panial VCfD ill secr:ioa 74 to remove Ihe specific niDing requin:ulent 
because it is not necessary to bave Ihese provisions specifically included in me swmes. 

Health Care Co-paymcm Seb§luln 
Section 93 [as it relates to me heal1h care co-paymenr schedllle) establisbes in the sumtes the monlhiy 
premium schedule that an individual who qualifies for the W"lSCODSin Works bealth plan wiU pay. As with 
child are, baviag access to affordable health can: is a crilica1 element for people leaving the welfare 
system. AB~91 assumes that everyone should COIIIribute to the CGStoflheir halIb QI'C. The co-paymmt 
or CQSl-sbariDg pmDium schedule included in AB591 is very reasonable.. ApiD. boweva-. I do noc believe 
that it is necessary or desirable to bave this level of specificity laid out ill the srmnes Historically, co
payment schecblles bave not beea included ill the SIIIUteS ud I see no rasoa to chmge d1at precedeat. In 
addition. me 14 day passive review process thal was esC1Iblished to allow JCF to lIIJilattnlly modify 
Sl&tUSC:S is DOt an appropriate role for 1bis C(IIDmittee I am therefore vtrDiDg mae provisions and am 
directing OHFS to adminisntively esubUsb the same he:a1Ih care premium cost-sharing schedule as in 
ABS91. 

HCl1tb Cm: EIiribi1jty Dmc:nnjnarjpm 

Section 93 tas it relates to eligibilily ~) specifies 1hIl1he W-2 "CDC)' sbal1 make the eligibility 
determinaDon withill two worldnc days and dw OHFS or 1he provider sbaIl issue the health plan 
lIlembenhip can: to u iIldividual within dIRe workiDg days. [&Ill cxercisiq 1he partial veto ill this sedio1l 
because these limeliDes are too prescriptive. It is c:enaDUy Ibis adminisnDoft's intent dial a person's 
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application and membership card be Processed as quickly as pOssible. However. these rigid timeliDes do 
not aUow flexibility to address unforeseen cin;umstaDcc that could cause a delay. In addition., these issues 
can be addressed through conlRCtiDg. 

Asset US for Ptecuant Women and Chilb 
Section 93 [ as it relateS 10 the asset criteria] specifies the income and asset criteria that a WISCOnsin Woria 
group must meet in order to be eligible for the W-2 health care plan. AB~91 applies a different asset test 10 
pregnant women and children up to age 12 than 10 the rest of the W-2 health care plan paniciplUltS. For 
this group of people, the W-2 agencies shall exclude all of the resources specified under 42 USC 1382b (a), 
which is the section of the federal code tIw enumerates the asset test for the federal Supplemental Security 
Income (SSI) prognm. However, the motion made by JCF was to model the asset test after the spousal 
impoverishmcut asset test. which is broader than 551. Evcu if the spousal impoVerishment asset test hac 
been referenced, I believe that it would be confusing and administratively clifticult to apply two different 
asset tests 10, in some cases. the same family. 1 am exercising the panial vetO to apply the same asset test 
to all W-2 health care plan participants. 

Health em $pcnddRWD 
Section 93 (as it relates to medically needy individua1s) specifies that nonpregnant adults and children ages 
12 to 18 yevs old, who meet the other requirements of the W-2 health care plan.. but have income in excess 
of 165% of the fedenl poverty level can qualify for the W-2 health care plan iithey spend down to 165% 
of poverty. This group would remain subjea to the employer-otfered health care rules in AB591. In 
addition. this section speCifies that pregnant women and children under 6 yem old with excess income 
may also spend down to 165'" of poverty, but children ages 6 to 12 would have to spend down 10 1000le of 
poverty. Neither of these twO groups would be suqjea to the employer-otfemi health c:are rules. 

" 
Under current law, nonpregumt adults are not eligible under the spea.ddoW1l ptOgraD1. Children ages 6 to 
18 have to spend down to 133.33% of the AfDC grant size, wbich fora family of three is roughJy 65% of 
poverty. Under the W-2 bill, as it was originally submitted, spea.ddown was elimjnated for all groups.. 
While I uncicmmd the Lcgislalure's desire to extend a heaJtb care safety net to as many~le as possible, 
especiaUy pregnant women mel cbildren. the provisions of AB591 wiU inc:reue the COSts of the Wet 
program and go beyond curmlt law eligibility. 1 am therefore exercising a pmial vetO of this section to 
limit spenddown 10 pregnant women and children up to 12. 

Lewfarc Sanc:rjgn Amounr 
Section 143m specifics that a dependent child in a WISCOnsin wode group who fails to meet the school 
aacndance requirement under the Leamfare prognm is subject to a mondlly sanction of S50. The sanction 
amount for the current l.umfare pragnm is daerm.ined by me departmeat by rule. 1 am exercising the 
partial vetO of this section in order to remove the S50 &om the stIJIttCS benny ( believe that the 
department should have additional flexibility in the Leamfare program. I am directing the departmcut to 
continue to determine the amount of the moath.ly sanctioD by rvJe. 

! Trjmmgrprign 
,Section 275 (4rn) (b) requires Dn.m to identify sipificam loc:al mel regional employment opponunities 
and identify the residentia1IOQ';ons of CUlreIlt mel poceIltia1 W-2 panicipams. In JdditiOl1, no Imr thaD 
September 30.1996, DIUD shall submit, wiIh a'listance &om the DepanmealofTr.IIIISpOn3tion (0011, a 
repent to JCF Chat re=mmcuds options Chat the W-2 agcucia could lake to &aIiwe the IrIZISPOhaDOIl of 
W-2 pan:icipams to die employment oppommjries. The repon may not recmnmend opQons that wou1d 
have an adverse impIcr on exisUDg public tn:asponaDon systemS. 1 am exercisiDg the pania1 VetO in this 
section to remove die clare that the report must be submiued and to remove die reszriaiocl on what opUons 
the report CaD preseIlL rim, submiuiDg me report by ScpImIher 30. 1996 will make the inf'ormllion less 
aureat UIaJl it might otherwise be for W-2. lam tbel'cf'ore directiDg me two dcpIrtmealS to submit die 
repon no later than the cIar.e by which die cleplnment musr: impletDetIl W-2 stawidc. 5ecoacL 1 do not 
believe that die report's optioas shou1d be Iimjtec! It is possible that DOT, DD.JD mel local communiUes 
may develop creaDve tnDSpOnaDon solutioas that work oUlSide of me public 1rmSpOiiaDOIl netWOCk. 
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Adyantet! E3!'Ded !ntome Tax Credit 
Sections 21b, 21e, 219m. 225b, 225d, mc, Wit. 22Sj, 2251., 22511 aad271 (3g) anc1(Jh) provide a 
mechaaism for aa advaaced payment of the state earned iacome QX credit (EITC), ifboth aa employee md 
employer choose to participate. Employm could reduce the amoUDt owed for iadividual iacome taX 

withholding or, if tha1 is insufficient. from Wlemployment compeasariol1 contributions that are due. OII.Jt) 
would be required to promptly traasfer m equal amOWlt from the gcaerU fmd to the unemployment rrust 
fund, if lII1employmez:l compcasatiol1 is used.. Based on the expericace of die federal actvaaced EITe. c: 
wben: oaly 1% of the eligible populatiOI1 elect to receive it, participalion in the voluntary $Ute advanced 
paymcat option is likely to be very low. On the other haad, the cost to the sale is likely to be high, both ia 
tenus of administratiOI1 and payments to persons evcatually found to be ineligible for the-EITe. I am " 
vetoiag these provisions because benefits are likely to go to oaJy a few EITC recipients, while the CDSt to 
the swe is n:!alively high. I am directing the ctepanmcat to ~,as pan of the W-2 CODtnCt. the 
financial and employment pl3DDm of the W-2 agcacies to help W-2 panicipaats sign up for the federal 
advanced earned income we c:n:dit program. If panicipation in the federal program increases significantly, 
( believe it would be approprialC to revisit the idea of aa advanced payment program for the SUte EITe. 

Retrg3qjve Benefits for pesj:sjon:s Ovmymcd 
Section 92 ailoWl an iadividual to petition a W-2 agcacy for a n:view of c:en:aiD actions. In addition, the 
depanment is n:quired to review a W-2 decision n:garcting the determilwion of initial eligibility, if 
requested to do so by either the W-2 agency or the individual (fthe department n:verses a decision on 
initial eligibility the individual will n:ceive benefits retroactive to the date of the origiaal decision to deny 
benefits. The benefits would be computed as if the person bad complied with all the requirements of the 
W-! employment position iato which they most likely would have been p\acecl. I lDIeercising the paniaI 
veto of this section to elimin l .,. the requirement 1bat a person receive rctrOaI:tive benefits if the depanm.CILl 
reverses the W-2 agcacy decision. It would be very difficult to implement this provision. AsseumClLl of 
when: the person most likely would have beeD placed is likely to lead to addiJional disputes between the 
applicant and the W-2 agency. For example, a person may have been able to be placed in aa unsubsicii=d Ii 
job. In this situation, it is unclear what n:troaCive benefit amOUDt the per10D should n=ive. At the same \ 
time, it may be appropriate for I persOD to receive some level of CCIIDpensaDGIl if the cteaial is ovenumect. 
I am directiag~e depanment to determine the best way to accomplish this goal and to report back: to me 
and LegisWure. 

Rcpon on Hgmelc;mC3$ 

Section 14 (1$ it relates to homelesmess) requires OILJD to maintajn a n:conl detailing sraristics on the 
homelessaess ofW-2 participants. I am exercising the panial veto of this sec:Uon to remove this reporting 
requirement. I do Dot believe tha this requiremClLl wu carefully consIn1c:ted.. (t is Wlclearwhen or for 
how long this inforuwioa should be collected. It wiD DOt shea any IigIu OD the W-2 prognm ifthjs 
informatioD is collected 1$ people come iDto the W-2 officc. If the iDtentwu to sec if the W-2 program 
bad an impact on homelamess. it is mon: helpful to look u iDJ'ormatioIl from homeless shcllm and 
lnZISitioaal housiDg programs. !lara are aIrady beiD& collec=i met compiled oa the people usiag these 
services by the Oepanment of ~'s Division OIl HousiDg. 1bis DiYisioa wiD be able to 
compile iafannatioa em the W-2 populazion 1$ it is implemeated. 

emcmcuQ' As,jmpg: Pmmm 
Section lJe comiDues die c:urrem AfDC Emerpacy A£sisrance prognmlfter W-2 is implemented with 
ODe modifiarioa. In addition., On.JD would be required to submit a repan to the Lqislamre withiD 12 
months oCthe implememaDOIl ofW-2 OD the iI1teracIioD of the this progrmn wiIh the W-2 program. 11111 
exercising the paniaI veto in this section to remove the repouinc reqWremClLlIS it is IIdm iniantively 
burdensome to the department. I lID, however, maintaining the emergeac:y anima" ptogiIW beyond the 
SWt of die W-2 progiIW in order to CODIiaue to provide assistmce to IIeecly families wnb clepeDdmt 
children in the cases of fire, flood, uamra1 disaster, homelesmess or enCll)' crisis. 

7 

/ 



Kinship Care and Health In;rurane; 
Sections 70d and 70g specify that DHFS, in consultatioa with DnJD, shall dcte:mine wbether a kiaship 
care child is eligible for Medical Assistance (MA) oaly irao other health ~ iasurmce is available to the 
cllild.. DHFS's inWlt was to make 1cinship care childlen immediately eligible (or MA as they do for 
clilldrea in foster care. Just as in foster care, the parents of the lciaship care child will still be requind to 
initiate or continue health can insunmce covenge (or the child as pan of their child support obligation. t 
am exercising the panial veto in these sectiOIlS to eDSUre that the kinship ~ provider does 110t have to 
bear any costS related to the child's medical care and to el1SUre that there is ao gap in the child's health care 
coverage iflbe parmi is aot complying with the child support order. 

Food Stamp Emplgymcm and Trajning Rcqujmnma 
Section 79 specifies that the maximum aumber o(bolllS that an individual may be requiRd to participate in 
the Food Stamp Employment and Training (FSET) program may not exceed me amoUDt of food statap 
benefits divided by me federal minimum wage or 40 hours per week. whichever is less. 1 am exercising a 
partial veto of this seeDon to remove the language relawl to the minimum wage calculalion. This language 
will limit the depanmem's abilily to require participatioa in FS£T acr:ivities. For example, the maximum 
food stalDp beaefit for a single adult is $119 per moath. Using the minimum wage formula would result in 
lhis individual only beiDg required to participate for seven hours per week. 'Ibis minimal level of 
participation may aot lead to self-sufficiency. 

Criminal Ba,krmUDd Cheep 
Sections 71el, 71m {as it relateS to the petition process} and 75 ~uire crimiDal background invesrigaiiollS 
of kinship care providers. certified day care providers, IicellSed day care provi<ias md my employees or 
adult resideats ,!!bo live in the homes of the providen. Also specified is a list of the c:riiiiina1 convic:tiollS 
that an applicaai-c:aJUlOt have oa his or her record if applying (or a kinship ~ payment or day care 
cenificatiol1 or Iicease. All individual who is dCDied a kinship care paylDtIlt. cc:nificaliol1 or Iic:casure 
based on the crim.iDa1 background investipzian may petition DHSS for a review of that dezsial. lam 
exercising a partial veto of die ptOvisions related to me petitioa process. The SQDStes aR.1fer)' clelr-md 
explicit regardillg an appUc:am's conviction tCCOrd. In additioa, curmat samtes aIrady provide due _ 
process rights to allliceusure appUca.a1S under So 41.715. Ccnificatioa appUcaaa may take a grievm= to 
the county d~ Chapter 62. In addiDan, lam directing the Secraary ofDHFS to recommend 
the best method for individuals to make appeals for the eDtire Iaaship care prognm. not just for III appeal 
reganfing the crim~ badcgrouzici checlt. -This is a Iupr issue dill is 110t ad.dra.sed in the W-2legislalion. 

Sectioa 71m [as it relates to employees of a day care center] also specifies tbalme ciepanmau must 
complete a backgrouaci investigaD01I of each employee and prospective employee of a Iicenseci day care 
center. 'Ibis language is substamia1ly dift'cn:Ul from what I proposed or wbat was in 5cDaIe SuhstiDJle 
Amendment I to SB24 which states dill the applicant or licensee, with the assisr:mcc with the Depanmtllt 
of Justice, shall c:oaduct a backsrouud investipri"ll of each employee or prospecrive employee of the 
applicant or Iiceuscc. lam paniaUy vetoing Ibis section ill order to require the day care appliClllt or 
lic:eusec to perform the back&roUDd iDvestipDOIl of each employee or prospeciYe employee, I10C the 
depanmem. The IaDguap u wriIrea would impIse a sigDificam Dew worktoaci OIl the depu1mesu. This 
should insread be the responsibility of the Iiceased day care ceuter as pan of their 1iA:easuIe. 

NgnmMQry PtPyj,ipn on AdminimJtiyc Kula for W.2 
Sec:tioa 275 [as it relua to rules for the a.dm.iaisnDoa ofW-21 directs Du.JD to promulgare rules 011 die 
q'plificarion criteria for the admiD.isauioa oflbe W'\SCODSiD Works program witbaat the findjng of m 
emergency. I am panially vetoing me words "quaIi1iCllioa cmena" in seeDon 275 (3) (title) because the 
dcpInmeat needs emergeucy ru,....,lldng authorUy for the admiDis1ruioa of all of die W~2 program. This 
is primarily a tecbJ1ic:a1 correcdon. 

Stare Supplemcotal Scs;urjry tn,pme (SSD sqpp'cmm 
SectiOllS 175 and 209 c:raIC a separate supp1emelllll payment UDder the selie'S sst progrmn for eusmciill 
pIRIlts who receive SSI ad who have depelll:lCDl childn:a. The supplement _ iDtendeci to replace the 

I 



AFOe payment that the child is c:umntly receiving, once W-2 is implemenred. The child was to c:.ontinue 
to receive Medic:aL Assistance coverage. Unforauwely, these sections do not reflect the Admiaistr.IEion· s 
intent. A federal waiver is necessary before the depanment c::m malce this supplemenGi Sst payment in 
lieu of an AFDC payment for the child. [am vetoing these semans because the provision in ABS9 \ would 
require the department to make this payment beginning July I. 1996 whether the waiver had been approved 
or not and whether the dependent child was receiving AFDC or not. [am directing the department to 
pursue the legisWion Deeded to implement me provision as originally in~ded. 

Medical Sayjn&, AcQJtmS$ lMSA3} 
Sections 2.50. 250m and 279 .[as it relates to qualifying coverage definition} include prowioas on high 
cost-share benefit plans that are liDJced to a cax-prefetted savings plan for paytDeDt of medical expenses. 
which are often refem:ci to as medical savings accounts. Under ABS91. ponability of coverage and 
guaranteed acceptance rights would be limited for MSAs under cenain cin:umsw1ces. If a penon bas had 
a MSA within 60 days of the effeaive dare ofhis or her Dew job's health carecover2!e. ami that new 
coverage includes a choice betWCCD a MSA and group healch coverage, and the employee chooses to 
switch to a group health care plan. ponability of coverage and guaranteed accepcmce rights are Dot . 
available. [am exercising the partial veto in these semans to remove any reference to high COst-share 
benefit plans that are linked to a taX-preferred savings plll1 for payment of metlic:al expenses. including the 
portability and guaranteed accepwlce restrictions (or several reasons. Fim. taX-exempt MSAs bave not yet 
beeD created at either the federal or state level ABS91 does Dot create MSAs either; it only provided ror a 
limit on MSA ponability and guaraateed acceptance in the eVent that other legislation is passed that createS 

the MSAs. I have been involved in discussions at the federal level on this issue and it is not clear to me 
that the federal legislation creating MSAs win pass in the Dear fua.Ire. Funbennore. the state LqisJaaue is 
currently debariag a bill (ABS4S) mat would create MSAs in WIsconsin. A1J.y limiau the ponability or 
glWllllteed aecepaace of MSAs should be iac:tuckd with the legislation tIw ac:rually c:n:ares the MSAs. I 
do Dot believe it is appropriate to maiD this language in me stlI1Utes in II1tic:ipalion of the passage of a 
MSA bill. 

I believe that these partial vetoes make a good piece of tegjsWion even better. We can: now move forwvG 
to implement this pathbreakiag welfare reform measure. . 

Respectfully submitted, 

9 
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THE WHITE HOUSE 

WASH INGTON 

June 10, 1996 

MEMORANDUM FOR JACK QUINN 
KATHY WALLMAN 

FROM: ELENA KAGAN 

SUBJECT: WISCONSIN WAIVER APPLICATION 

The Wisconsin waiver application appears to present two 
serious constitutional issues. (HHS attorneys also believe the 
application presents two statutory problems -- one under the 
Disabilities Act and one under the Fair Labor Standards Act -
but OLC has not yet started to look into these issues.) In this 
memo, I briefly summarize the constitutional issues, first noting 
the arguments (already being pressed by HHS attorneys and, more 
tentatively, OLC deputies) that certain provisions in the waiver 
application violate the Constitution and then offering the best 
available responses to those arguments. Finally I suggest, in 
light of the President's desire to approve the waiver, one way to 
fudge these issues; this approach would allow Wisconsin to pursue 
its desired course without deeming that course constitutional, 
effectively punting the legal questions to the courts. 

1. Right to travel issue. Under the Wisconsin program, an 
individual must reside in the State for at least 60 days prior to 
applying for a "Wisconsin works" employment position. There is a 
strong argument that this provision is unconstitutional under 
Shapiro v. Thompson. It is, however, possible to distinguish 
Shapiro. Moreover, this distinction, though not very convincing 
on its face, gains a measure of credibility from the widespread 
hostility to Shapiro, which may make the Court grab hold of any 
means available to confine that case to its facts. 

In Shapiro, the Supreme Court held unconstitutional a 
statute requiring a person to reside within a State for a year 
prior to receiving welfare assistance. The Court reasoned that 
because this provision burdened a person's constitutional "right 
to travel" (i. e., to move to another state), the State had to 
show that the provision was necessary to achieve a compelling 
interest. The Court then found that the State had failed to make 
the requisite showing. 

Under a straightforward application of Shapiro, the 
Wisconsin residency requirement is unconstitutional. On this 
view (currently held by both HHS attorneys and OLC deputies), the 
requirement, just like the one at issue in Shapiro, impermissibly 
burdens a welfare recipient's ability to move to the State. 

There is, however, one obvious difference between the 
Wisconsin provision and the Shapiro provision: the difference 
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between a year and sixty days. This difference could change the 
constitutional analysis on either of two theories. First, it 
might be argued that because Wisconsin's provision imposes less 
of a burden on a person's right to travel, that provision should 
be held to a less strict standard of review than the one at issue 
in Shapiro. Wisconsin then could claim that its interests in the 
residency requirement in fact meet this lesser standard. This 
argument, however, seems quite weak. Standards of constitutional 
review do not usually vary in accordance with how much an action 
burdens a right, at least assuming the burden is not de minimis. 
And no sensible person could say that a state's determination to 
deprive a welfare recipient of benefits for two months would have 
only a de minimis effect on her ability to move to that state. 

More promisingly, it might be claimed that Wisconsin's 60-
day waiting period in fact meets the strict scrutiny standard, 
whereas the one-year period at issue in Shapiro could not. The 
Court in Shapiro clearly viewed the length of the waiting period 
as evidence that the State adopted the requirement to keep poor 
people out of the State -- an intent the Court held illegitimate; 
the Court saw no other, constitutionally legitimate let alone 
compelling, interest that would necessitate such a long waiting 
period. By contrast, it might be easier to portray a 60-day 
waiting period as a necessary administrative device, intended to 
promote rational budgeting, ensure orderly eligibility decisions, 
prevent fraud, and so forth. This argument would be strengthened 
to the extent Wisconsin subjects other state-provided services to 
the same residency requirement. (For example, it would be quite 
useful if Wisconsin insisted on a 60-day residency period before 
granting in-state tuition or voting privileges.) 

Even in these circumstances, however, the argument seems 
fairly tenuous. Shapiro also contains language suggesting that 
states simply do not need residency requirements -- of any length 
-- to achieve their administrative interests. In this vein, it 
may be especially hard to explain why a State, acting only to 
advance these proper purposes, needs to completely deny benefits 
for a set period, rather than to delay benefits for this time 
(thus allowing an orderly decision on eligibility) and then grant 
the benefits retroactively. Thus, if the Court sticks with the 
basic message of Shapiro, Wisconsin will be hard put to show that 
it could not achieve its legitimate purposes through means less 
drastic than the 60-day period. 

What gives the proposed distinction some viability is that 
Shapiro might well be on the Supreme Court's chopping block; many 
view the decision as one of the worst excesses of the Warren 
Court, and certain Justices have indicated that they want to 
overrule it. At the least, the current Court might welcome an 
opportunity to interpret Shapiro narrowly, as essentially 
applying only to its own facts. OLC does not like to take such 
considerations into account; it generally thinks that as long as 
the law remains the law, it should be treated as the law. But it 
would be obtuse not to recognize that any pronouncement that the 
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Wisconsin prov1s10n violates the Constitution would stand on an 
uncertain foundation. 

2. Procedural due process issue. The Wisconsin program offers 
fairly paltry procedural protections to persons dependent on it 
for assistance. This aspect of the program raises real concerns 
under the Due Process Clause: indeed, OLC told me last week that 
in light of the Supreme Court's decision in Goldberg v. Kelly, 
Wisconsin's proposed procedural framework clearly violates 
constitutional standards. I do not think this conclusion follows 
so easily; indeed, I think there is a reasonably strong argument 
that the Wisconsin program is not subject to the requirements of 
due process. I have communicated this argument to OLC, which is 
currently considering whether it agrees. 

Under the Wisconsin program, a "Wisccinsin works agency" -- a 
local (sometimes governmental, sometimes non-governmental) group 
under contract with Wisconsin's Department of Industry, Labor, 
and Job Development to administer the Wisconsin works program in 
a geographic area -- may refuse, modify, or terminate benefits 
without a prior hearing. If the person affected files a petition 
within 45 days, the agency must provide "reasonable notice and 
opportunity for a review" and as soon as possible thereafter 
render a decision. The Department, upon a petition of either the 
person affected or the works agency, generally has discretion to 
review this decision. (But where the decision at issue denies an 
application for benefits based solely on a determination of 
financial ineligibility, Departmental review is mandatory.) Even 
if the Department reverses the agency's decision, the affected 
person receives no retroactive benefits. 

In Goldberg v. Kelly, the Supreme Court held that the Due 
Process Clause required a State providing assistance under the 
AFDC program to grant a recipient notice and an evidentiary 
hearing (including the opportunity to submit evidence orally or 
in writing, to cross-examine opposing witnesses, and to retain a 
lawyer) prior to terminating any benefits. The Court reached 
this conclusion upon finding that a welfare recipient's interest 
in avoiding "grievous loss" (and society's interest in fostering 
"dignity and well-being" through the welfare system) outweighed 
the government's interest in conserving fiscal and administrative 
resources. 

At first blush (HHS and OLe seem to think at last blush 
too), Goldberg commands the invalidation of Wisconsin's hearing 
provisions. In Wisconsin, a works agency can terminate benefits 
prior to giving the recipient notice or a hearing. This is 
exactly what Goldberg prohibits. Indeed, Wisconsin does not 
guarantee even a post-termination evidentiary hearing. Only the 
works agency -- which may be a private actor under contract with 
the government -- need review the termination; the D~artment's 
review is discretionary. And there is nothing to indicate that 
the review -- whether by the agency or by the Department -- will 
include an evidentiary hearing of the kind Goldberg contemplates, 
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with the ability to offer evidence and confront adverse 
witnesses, 

But Goldberg is based on one essential premise; if that 
premise evaporates, so too do the due process requirements the 
decision articulates. That premise, in the words of the Court, 
is that "[welfare] benefits are a matter of statutory entitlement 
for persons qualified to receive them." It is only when a person 
has an entitlement of some kind to a substantive benefit (only 
when, that is, the benefit counts as "property" within the 
meaning of the Due Process Clause) that denial of the benefit 
demands procedural safeguards. This is why, to use a concrete 
example, the government must provide due process (notice and a 
hearing) before dismissing an employee who has a "for cause" 
provision in his employment contract, but need not provide such 
process to an employee who lacks such a contract clause. It is 
only the former who has a contractual "entitlement" to 
employment, and it is only this entitlement -- this property 
interest -- that invokes the requirements of the due process 
clause. 

It thus becomes extremely important that the Wisconsin 
legislation at issue specifically disavows any creation of an 
entitlement on the part of welfare recipients. In the words of 
the statute (in a subsection labeled "Nonentitlement"), 
"Notwithstanding fulfillment of the eligibility requirements for 
any component of Wisconsin works, an individual is not entitled , 
to services or benefits under Wisconsin works." It is at least 
arguable that this provision of the Wisconsin law makes Goldberg 
completely inapplicable. Goldberg, or so the argument goes, sets 
forth due process standards for cases in which a statute grants 
an entitlement to welfare assistance; where a statute explicitly 
denies such an entitlement, effectively leaving the provision of 
assistance to the discretion of the State, due process standards 
never come into play. Stated another way, the difference between 
Goldberg and this case is identical to the difference between the 
cases noted above involving "for cause" and "at-will employment" 
contractual clauses. 

A 'court, of course, might reject this analysis and apply 
Goldberg notwithstanding the Wisconsin law's "Nonentitlement" 
provision. Such a court might reason that the government cannot 
insulate itself from due process requirements simply by labeling 
a given benefit as a "nonentitlement." If, for example, a law 
details certain qualifications for receiving a benefit -- and, 
further, if those qualified to receive the benefit in fact always 
do so -- then there is a good case for disregarding the State's 
terminology and treating the benefit as an property. Perhaps, 
then, in evaluating the Wisconsin program, a court should look 
behind the formal description of the benefit and ask whether (and 
how) the State exercises discretion and, relatedly, whether the 
State's actions generate legitimate expectations on the part of 
recipients. And perhaps (though perhaps not) when viewed in this 
non-formalist light, the Wisconsin program would look similar to 



the program in Goldberg, leading to adoption of the identical due 
process requirements. 

The key point, however, is that there is a pretty decent 
constitutional argument that Goldberg does not apply here -- more 
specifically, that the due process clause imposes no procedural 
requirements on the Wisconsin program, because the substantive 
benefits provided in that program do not count as property 
interests. 

3. Recommended Approach 

One possible approach is simply to approve Wisconsin's 
residency requirement and procedural provisions as written, thus 
implicitly finding that they satisfy constitutional standards. I 
have argued that there is a very credible argument that the 
procedural provisions do so and a not wholly embarrassing 
argument that the residency requirement does so too. Perhaps the 
existence of such arguments allows simple approval of these 
provisions. 

Another approach is to fudge the issue, allowing Wisconsin 
to do what it wishes, but withholding judgment on the legality of 
such action and pushing these questions to the courts. For 
example, the Secretary could approve the eligibility requirements 
(including the sixty-day waiting period for non-residents) and 
the procedural provisions "insofar as and to the extent that they 
comport with applicable constitutional requirements." Or the 
Secretary could be more specific, approving the sixty-day waiting 
period "insofar as that requirement is necessary to achieve a 
compelling state interest" (thus signalling continued approval of 
the Shapiro framework) or approving the procedural provisions "to 
the extent such provisions apply to non-property interests" (thus 
signalling continued approval of the Goldberg analysis). The 
variations here are almost endless. All would license the State 
to act without sanctioning the constitutionality of such action, 
leaving it for the courts to determine whether the action is 
indeed lawful. 

The above suggestions of course assume that we want to allow 
use of Wisconsin's proposed residency requirement and procedural 
provisions. If for some reason we do not, we need only accept 
the constitutional arguments now being pressed by HHS and OLe. 



October 25, 1993 

MEMORANDUM FOR MACK McLARTY 

FROM 

SUBJECT: 

GEORGE STEPHANOPOULOS 

DAVID GERGEN 
MARCIA HALE 
JOAN BAGGETT 
CAROL RASCO 
LEON PANETTA 
JOHN PODESTA 
MARK GEAREN 

Kathi Way, Domestic Policy/7777 

Welfare Reform Waiver Approval for Wisconsin 

Attached are three documents related to the Wisconsin waiver 
rollout. The first is background information on the Wisconsin 
and Georgia waivers. T~e second is a draft press release from 
HHS. The third are the/final draft terms and conditions for the 
Wisconsin waiver. HHS will fax to Wisconsin this evening the 
draft terms and conditions. We expect to finalize the waiver 
tomorrow. 

Please review all enclosures and contact me tomorrow morning 
with any concerns. 

cc: Keith Mason 
Linda Moore 
Belle Sawhill 
Bruce Reed 
Jodi Greenstone 



OCT-25-1993 is: 24 FROM IU .. 

BACltGROmm :rJO'OJilMATl:ON OJ( 'rKB WISCOIlS:ut WBLFAltB BlVD 

On TUesday, october 26, HHS intends to approve the state of 
Wisconsin's Work Not Welfare Demonstration. This demonstration 
will be conducted in two counties (to be designated by the 
state), ~qinninq on January 1, 1995. 

Wisconsin's Work Not Welfare Demonstration 
. . ~ 

As originally submitted in mid-July, the proposal sought to 
reduce the time and duration of adults on welfare by 
guaranteeing, within a four year period, no more than 24 months 
of cash benefits and only 12 months of additional transitional 
medical and child care. At the end of 24 months cash benefits 
would cease for a 36 month period. As a condition of AFDC 

__ receipt, the state would require participation in education, 
training and work during the initial two years, and would provide 
no additional cash benefits for a child born to participants in 
the proqram. 

Over the course of discussions between the Administration for 
Children and Families and the state, including face-to-face 
meetings both in Washington and Wisconsin, significant 
modifications to the most harmful aspects of Wisconsin's cold
turkey time limit approach were achieved. The agreement ensures 
that extension of cash benefits will be extended when individuals 
have cooperated in their efforts to find work but are unable to 
find an appropriate job locally. Medical care will not be cut 
off at the end of the 24 months. FUrthermore, the "family cap" 
would be modified so that it would apply only to fami1ies who 
conceived children while on AFDC or within the subsequent six 
months. Other modifications were made to prevent unusual 
hardship. 

Announcement and Notification Schedule 

Tomorrow morning Walter Broadnax will call Governor Thompson to 
notify him of the decision. Simultaneously the transmittal 
letter and the approved terms and conditions will be sent to the 
state. At the same time, HHS will notify key members of the 
congressional delegation, key state assembly members and.the 
Mayor of Milwaukee of the decision. These calls are an effort to 
qive them as much warning as possible of the decision. 

HHS also intends to approve the Georgia demonstration, entitled 
"Personal Accountability and Responsibility Project," tomorrow. 
(See draft press release, attached) 
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considerations and Timing 

The timing of this approval is delicate for several reasons. 

The Governor has pushed for as early approval as possible, and 
Mary Jo Bane, Assistant Secretary for Children and Families was 
authorized to make every effort to come to agreement with the 
state. This agreement was successfully achieved. 

Nevertheless, in Wisconsin, the state legislature must approve 
any such demonstration. Last week the Republican-controlled 
state Senate approved the Governor's plan with few modifications, 
and the Democratic Assembly is scheduled to take some action (or 
seek to delay action) prior to the end of the legislative session 
(scheduled for Thursday evening, October 28). 

We believe that if we do not proceed now, the Governor is likely 
to announce his concerns and disappointment_very publicly, 
including indicating that he had understood that we had come to 
agreement. There is a reasonable chance that the Governor's bill 
will pass in any case, in which case we are back to the beqinning 
of working out any agreement. If the Democrats don't pass their 
bill, and it is not anticipated that they will, we will have made 
our ability to get a satisfactory agreement on the demonstration 
even more difficult. If no bill passes, the situation will be 
more ambiguous. 

When we announce the decision tomorrow, however, there is little 
doubt that the Assembly will feel undercut and that the Mayor of 
Milwaukee and some members of the congressional delegation, 
notably Senator Feingold who sent.Secretary Shalala a letter 
asking that we delay our decision until after the legislature has 
acted, will be angered. 
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DRAFT ~S"J 
u.s. DatARnd:1IfT 0" HeALTH IIlIiO ""111&. SDYICES 

Contact: David sieqel 
(202) 401-'215 

HBS AAsistant Sec:ret.a%y for Children aJU! Faailies Kary Jo Bane 

today annguneed the department's approval of a welfare deaonstration 

in the state ot Wisconsln. '1'lle demonstration will. operate in two 

WlseoDS~ count1es. 

Under the plan. called ·Work Hot Welfare,· recipients ot APDC 

cuh assistance will be .meouraqe4 to vork or look for j~s. The 

plan provides case manageaant, employment activities and work 
J 

experience to faoilitate a.ployaent. Receipt of AFOC cash 

a8ai~tanee would be tl~e-li.ite~, .xoep~ under certain conditions. 

such .a inability to find employment in the local area due to lack 

of appropriate jobs. 

·Our approval of Wisconsin's demonstration shows that the 

Clinton administration is s.~1cus &bout p~oviding states with the 

flexibility needed to test innovations,· said Bana. "This i. one of 

several state demonstrations de.lqned to test the concept of t1me

li~1te4 receipt of AFDC benetits.-

The lIiecONJin I>Z'OCJr- also lncludaa t.be ~ollCIWi.ng aleaenta 

which will affect the etate's AFDC programt 

o With exoeptions, receipt of Al'DC benefits v1l.l be li1llited to 
two years 1n a four-year period: 

o Jll~1nation of 100 hour work rule; and 

o Child support will be paid directly to the AFlX: cWitocU,al 
parent: in caBe~ where the fUnds are collected by the .tate. 

- More -
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Xf approved by the state legislature, the ciemonstration will be 

carefUlly evaluated and vUl run for 11 yean. 

BHS secretary Donna B. ahalala, who vas chancellor o~ the 

un1ver.1~y of W1scone1Jl, recuM4 herself fro. the W1acons:in waiver 

Ii.elsion. 

ft. 
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effective beginning with the implementation date as 
specified herein, and will remain in effect through 
December 31, 2005, unless the project is terminated 
earlier. 

1.4 Federal approval of waivers, subject to these Waiver 
Terms and Conditions, shall not be construed to 
establish any precedent that either Department will 
follow in the granting of any SUbsequent request for 
waivers. 

. SECTION 2: IMPLEMENTATION 

-- ---- -----2-~-0-- The official project and budget period for the 
activities covered by these Waiver Terms and Conditions 
is specified in the letters of approval issued by the 
Administration for Children and Families and the Health 
Care Financing Administration, the Department of Health 
and Social services (DRSS), and the Food and Nutrition 
Service, USDA. 

2.1 Under these Wa-iver Terms and Conditions, the state will 
operate a demonstration of WNW in two counties· of the 
state. A designation of the two counties to be covered 
by the demonstration shall be submitted to the 
Departments for approval at the same time that the 
draft evaluation design described in section 3.3 is 
submitted (by March 1,1994). 

2.2 AFOC applicants and cases that are subject to the provisions-"o: 
of the demonstration will be called treatment cases in these 
Waiver Terms and conditions. The state will implement the 
following provisions requiring waivers to recipients during 
recertification for AFOC and to applicants for AFDC at the 
demonstration sites during the first 7 years of the 
demonstration after which no new applicants will be taken 
into the demonstration: 

(1) Food Stamp Cashout and the ,WNW Payment: Food Stamps 
will be cashed out and combined with the AFD~ payment 
to form the WNW qrant. 

(2) Those, Choosing Not to Enroll in WNW: Those choosing 
not to enroll in WNW, will still be eligible for 
Medical Assistance, if otherwise eligible for AFDC, and 
for,~ood Stamps coupons. 

(3) Time Limit: Cases may receive a WNW grant for 24 

2 
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months and transitional benefits for 12 months within a 
48-month period beginning with the first month of 
eligibility under WNW. No cash benefits will be 
available for a period of 36 months after the last of 
the 24 WNW payments'is made. If eligible, cases may 
receive Food stamp coupons during the period that no 
cash benefits are available. While certain conditions 

'prevail, months of receipt of WNW will not count toward 
either the 24-month or 48-month limitations. These 
conditions are spelled out in (5) below. 

Recipients wbo are eligible to receive a WNW qrant 
under this demonstration will be given the option of 
receiving the WNW grant, in Which case receipt of 
assistance is applied against the 24 month time period, 
or to select one of two alternatives. One alternative 
is to waive benefits, and the other alternative will be 
to waive cash benefits and to receive food stamp 
coupons if otherwise eligible for food stamps. Months 
for which the client chooses either of these 
alternatives will not count toward the 24-month 
limitation. 

(4) Persons to whom the Work and Training Obligations 
Apply:' The work and training obligations apply to all 
parents in the budget group and to parents not 
themselves eligible except as noted in (5) below. 

(5)' Conditions Under which Months Do Not Count Toward the 
24 and 48-month Time Periods and Under which the Work 
and Training Requiretnents 00 Not Apply: I The work and ~, ,,' 
training requirement and the accrual of months against .0;,' 

the 24 and 48-month time periods will not occur for 
months during which 1) the case is headed by a teen 
parent subject to Wisconsin's Learnfare requirement, 2) 
the case head is a minor, 3) the sole custodial parent 
or both parents are temporarily incapacitated, 4) the 
parent is carinq for an incapacitated dependent person, 
5) the sole custodial parent or both parents are on 
SSZ. 6) tbe case head is a non-legally responsible 
relative not included in the grant, and 7) t~ parent 
is caring for a child under 1 year of age that was not 
conceived While receiving WNW benefits (during the 
period in which a child, conceived while receiving WNW 
benefits, is less than 6 months old, the parent will be 
exempt from the work requirement, but the time limits 
wil~ not be extended), except that food stamp 
reCipients exempt from work registration under 7 CPR 
273.7 <b) (1) (iii) and tv), may not have the food 

3 
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stamp portion of their WNW grant reduced for failure to 
comply with the WNW work end training requirement. 

(6) Children conceived while in the WNW progr~m: The AFDC 
portion of the WNW payment will not be increased for 
children ~orn more than 10 months atter first receipt 
of WNW, unless the mother ceased receiving WNW for a 
period of at least 6 consecutive months and the child 
was conceived when the mother was not receiving WNW, or 
the child was conceived as a result of rape or incest. 
However, the additional children will be included in 
applyinq the qross income test in the reqular manner. 
The Food Stamp component of the WNW payment will be 
increased based on the new househOld size. 

(7) After the Time Limit: Those who reach the 24-month 
limit without finding employment will either: 1) be 
referred to the Children's services Network, 2) be 
referred toJSSI because of severe disabilities, or 3) 
continue to receive a grant as determined under 
conditions of (8) below. 

(8) Extensions of the 24-month eligibility period: Ninety 
days prior to the termination of benefits the 
individual will be informed that benefits will be 
terminated. Individuals will be informed. that they may 
apply for an extension of benefits, but extensions will 
be granted only in very limited circumstances. 
Extensions will be granted only to those persons who 
are unable to work for reasons such as personal 
disability or incapacity, persons who need to care for -
a disabled dependent, and persons who have made all 
appropriate efforts to find work and are unable to find 
employment because local labor market conditions 
preclude a reasonable job opportunity. If an extension 
is granted, it is expected that the individual will 
partiCipate in some supported work activity within the 
limits of his or her ability. 

The criteria that will be considered in making a 
determination that an individual's benefits should be 
extended will include but need not be limited to: 1) 
whether the recipient has -received and/or rejected 
offers of employment, has quit a- job without good cause 
or been fired for cause, 2) the deqree to which the 
recipient has cooperated, and is cooperating, with the 
Agency in work related activities, 3) whether the state 
has substantially met its obligation to provide . 
demonstration services to the individual,· and 4) 
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whether appropriate job opportunities actually exist 
locally at a qiven point in time for individual program 
participants. 

(9) Assessment and Case Management: Assessment and case 
management will be accomplished along the lines of the 
"medical model" by a team representing income 
maintenance, JOBS. child support, and child care. 

(10) Children's Services Network: Where benefits are 
terminated because the time limit has expired, 
supporting services will continue to be provided 
including helping the family find charitable food and 
clothing, WIC. child care for employed parents, and 
Medical Assistance fer ehiltkeft aBly.. A special needs 
grant, not to exceed the amount of a child only qrant, 
will be provided in the form of a.vendor payment for 
housing it a child will be made homeless as a result of 
termination of benefits. Also, families could receive 
Food Stamp coupons while ineligible for WNW cash 
benefits if/otherwise eligible for food stamp coupons. 

(11) The 100 Hour Rule: The 100 hour rule in the AFDC-UP 
program will be eliminated for reCipients but not for 
applicants. 

(12) The Earned Income Disregard: The $30 and 1/3 disregard 
for earned income will be replaced by a $30 and 1/6 
disregard which will not be time-limited. 

(13) Partial Freezinq of Benefits: Benefits. once 
determined, will not vary with changes in income 
between eligibility determinations unless there is a 
drop in earnings for good cause, or the client's income 
increases and the client wishes to have the benefit 
reduced in order to reduce the clients WNW work and 
training Obligations (described below). 

For the purposes of determining the food stamp portion 
of the WNW grant. all participating householdS will 
have their income averaged over the six-month, 
certification period. Benefits will be adjusted only 
when a significant change :in circumstances occurs, such 
as the fol1owingi 

~ change in household size; 
~ new source of employment: 

. . h loss of unsubsidized employment or 
.~ substantial reductiqn of hours beyond the 

~ecipient's control~ 

5 
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~ increase of ten hours or more in unsubsidized 
eJlll!lovment i 

~ receipt of a new source of unearned income; 
ADS 

~ increases or decreases in existing sources of 
unearned income totaling $50 or more. 

(14) Work and Training Obligations: There is no work 
requirement for the first month of eligibility. After 
the first month, the WNW grant is considered payment 
for activities clients performed the previous month. 
Clients without a high school diploma will be referred 
to a GED program. Where appropriate, education and 
training will qenerally occur in the first 12 months of 
eligibility. Those involved in part-time education or . 
training may also be required to participate in a work 
activity. For those required to work, hours will be 
determined by dividing the qrant by the minimum wage, 
but will not exceed 40 hours per adult participant. 
The 40 hour requirement can be a combination of a part
time unsubsidized jOb and of some agency related 
requirement. The WNW payment will be reduced by the -
minimum wage times the number of hours of "the client's 
obligation not met (except in cases where there is good 
cause). Benefits will not be reduced below S10. 
Recipients without good cause will be allowed to make 
up missed hours to the time the sanction is imposed. if 
make-up hours can reasonably be made available. If the 
agency does not substantially meet its responsibilities 
in terms of ensuring education and training _'< 
opportunities, work assignments, day care and other 
necessary services the client will still receive a cash 
payment ~~~ ~ill be Be eKteft~iefts ~e ebe 24 ana 48 
.eftth ~ime li.i~8. 

(15) Work Experience: For those required to work, the work 
experience includes unsubsidized or partially 
subsidized employment, the Community Work Experience 
Program (CWEP), or an Independence Jo~ - a jo~ 
developed specifically for WNW recipients by the 
county. Those that have had an Independence Job, 
obtain another job, and lose that jOb may return to an 
independence job. 

(16) Direct Child Support: All child support payments will 
go directly to the client. The monthly payment, except 
for $50, will count as income when determining the WNW 
grant. 

6 
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(17) Migration from Demonstration Counties: A treatment 
case that moves from a demonstration county will atill 
be subject to the time limits. It will not be subject 
to the work requirements, will not receive all the 
enhanced services offered in the demonstration 
counties, will not have Food stamp coupons cashed-out, 
and will have AFDC and Food stamp benefits calculated 
using reqular proqram eligibility procedures. However, 
if a treatment case moves from a demonstration county, 
then that client will be eligible for the rent voucher 
(as described under Children's Services Network above) 
and will be prioritized for JOBS participation. 

(18) Transitional Services: Up to 12 months of transitional 
child care servieesare available. within ,the 4-year 
period starting with receipt of WNW grants; for clients 
who: 1) have lost eligibility because of 'earnings, 2) 
become employed after using up their 24 months of 
eligibility, or 3) who have a jOb and decline WNW 
benefits even though eligible. Up to 12 months of 
transitional medical services are similarly available 
within the four year period beginning with the first . 
month of receipt of WNW benefits. Transitional medical 
services may include paying the employee portion of a 
health coverage plan. Transitional child care and 
medical care (see below) are to be offered on a sliding 
scale fee basis based on earnings. 

(19) Medicaid Benefits: Adults and children who will 
otherwise be eligible for Medicaid. except for the 
Medicaid transition benefit, ViII continue to be 
eligible for MA benefits after loss of WNW eligibility. 

For those months that a case receives transitional 
Medicaid a premium -may be charged. HCFA will work 
with DHSS to develop a premium schedule acceptable to 
HCFA. Months of transitional Medicaid can be declared 
retroactively and Medicaid premiums can be paid 
retroactively. No Medicaid payments will be made for a 
month for which the premium has not been paid, 

~ Nutrition Education Component: Nutrition education 
will be mandatory for WNW recipients. The case 
management team will require recipients to participate 
in a training component that will result in 
demonstrable changes in knowledge. skills, attitudes 
and 'behaviors in the areas of food budgeting and 
nutrition. USDA will york with Wisconsin to design the 
SUbstance of the nutrition education component and the 

7 

- . -" 



, 
OC4-25-1993 17:00 FROM TO 94567028 P .15 

UKAJ-, 

Wisconsin - Work Not welfare Demonstration 

evaluation methodology for this component. 

2.3 For purposes of AFDC, Food Stamp, and Medicaid Quality 
Control, the eligibility of and amount of benefits for 
families in WNW will be reviewed against the rules of the 
demonstration, in lieu of the rules being waived. Food 
stamp Ouality control review procedures will be incorporated 
into the forthCOming ENS letter. 

SECTION 3: EVALUATION 

3.0 The costs of approved evaluation activities will be matched 
at 50 percent for the duration of the evaluation and are 
excluded from cost neutrality requirements. The Department 
of Health and Human Services will match all evaluation 
costs. Evaluation components not approved by the Department 
will not qualify for Federal matChing funds. Evaluation 
costs will include all costs necessary to carry out the 
approved evaluation plan, including costs for evaluation 
activities carried out by State and local agencies as well 
as those carried out by the evaluation contractor. 

3.1 No later than one month after the State and Departments 
reach agreements on an evaluation design as specified in 
3.3, the state will submit to the Departments, for approval, 
a draft Request for Proposal (RFP) for a contract to conduct 
an evaluation of the demonstration. The RFP must specify, 
in sufficient detail, the objectives of the project, the 
evaluation design, the speCific tasks to be conducted, the 
time frames for conducting those tasks, and a schedule and 
list of deliverables. The research questions to be studied, 
the major variables to be measured, the data collection 
methodology, and the major data analyses to be" performed 
must be clearly described. 

The evaluation contractor must ~e an entity independent of 
the WiseeHsifl Depar~lI\eft"= e£ lIeali;b anEl Seaiel servieee 
executive branch of the State except for the state 
University, and must be qualified and have experience in 
evaluating social experiments of the design, scale, and 
duration of that proposed by the state. 

The RFP will also indicate that the selected contractor will 
be required to address in its evaluation plan any potential 
prob1ems ·inherent in the evaluation desiqn related to 
analyzing the impact of the program interventions under this 
demonstration and the methodology it will employ to minimize 
such problems. This must include methods of analysis which 
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'(b) CONTENTS OF STATE PLANS- A plan meets the requirements of 
this subsection if the plan includes the following: 

'(1) OUTLINE OF FAMILY ASSISTANCE PROGRAM-
'(A) GENERAL PROVISIONS- A written document that outlines 

how the State will do the following: 
'(i) Conduct a program, designed to serve all 

political subdivisions in the State, that provides 
assistance to needy families with (or expecting) 
children and provides parents with job preparation, 
work, and support services to enable them to leave the 
program and become self-sufficient. 

'(ii) Determine, on an objective and equitable basis, 
the needs of and the amount of assistance to be 
provided to needy families, and treat families of similar 

needs and circumstances similarly, subject to subparagraph (B). 



'(v) Grant an opportunity for a fair hearing before 
the State agency to any individual to whom assistance 
under the program is deiried, reduced, or terminated, or 
whose request for such assistance is not acted on with 
reasonable promptness. 
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Good morning. Our nation's mission is to offer opportunity to all ... and to demand 
responsibility from all. That is America's basic bargain. And we can make it real when we 
come together as a community, reaching past those things that divide us to find common 
ground. 

This past week, Democrats and Republicans produced a bipartisan breakthrough for 
America's working families. On Tuesday, the Senate voted to pass a 90 cent increase in the 
minimum wage. Today, the minimum wage is not a living wage. You can't raise a family 
on $4.25 an hour. For years, there has been a bipartisan consensus that the minimum wage 
should keep up with the cost of living. For too long, that consensus had broken down. Now 
it is restored. I congratulate the Republican members of Congress who joined with the 
Democrats to honor work, family, opportunity and responsibility by voting to give minimum 
wage workers a raise. They should send me the final legislation quickly, without delay. 
That will be a victory for both parties, and for all working Americans. 

The passage of the minimum wage shows what can happen when we are united . . . 
when we reach across party lines. to work together. Now we must use this momentum to 
meet our other challenges as well. 

And I am pleased to report real progress toward another key bipartisan goal: welfare 
reform. Throughout my presidency, I have been determined to enact real reform that requires 
welfare recipients to work, imposes time limits on welfare, cracks down on child support 
enforcement, and is fair to children. For the past 3 112 years, I have worked with Congress 
to craft legislation that meets these goals. 

For months, the Republicans in Congress had insisted that welfare reform be attached 
to a misguided plan to repeal Medicaid's guarantee of quality health care for elderly 
Americans, poor children, pregnant women and people with disabilities. I am determined to 
make welfare reform the law of the land. But I made it clear that I would not allow 
Medicaid to be destroyed -- and I didn't care what legislation it was attached to. 

This week, the Republican leaders in the Congress announced that they are 
abandoning their strategy. They now say they will work to pass a straightforward 
welfare reform bill that I can sign into law, instead of sending me legislation they knew 
I would veto. This is a real breakthrough for the American people. Welfare reform is 
no longer a hostage to political games. If we work hard, and work together, we should 
now be able to pass real welfare reform -- and do it very soon. 



" 

Already, bipartisan legislation has been proposed in the senate by Democrat John 
Breaux and Republican John Chafee, and in the House by Republican Mike Castle and 
Democrat John Tanner. These are good, strong bills. They would end welfare as we know 
it. And they should be the basis for quick agreement between the parties. I look forward to 
having a bipartisan welfare reform bill within the next month. 

We should also extend this same spirit to our other pressing challenges, as well. 

We should pass the Kassebaum-Kennedy health reform bill, which would give 25 
million Americans access to health insurance. In its purest form, it passed the Senate 
unanimously. But for months it has been stalled, as Republicans in the Congress have tried 
to link it to special interest provisions they know I will not sign. I urge them to reject 
political games and come to quick agreement. 

And we should reform our illegal immigration laws. I support legislation that builds 
on our efforts to restore the rule of law to the border, ensures that American jobs are 
reserved for legal workers, and boosts deportation of criminal aliens. But some insist on a 
provision that would kick children of illegal immigrants out of school. Every major law 
enforcement organization says this could lead to more crime. Let's put aside this punitive 

. measure, and reform our illegal immigration laws now. 

It is no secret that this is a political year -- and there will be plenty of time to discuss 
our differences in the months to come. But our nation faces challenges that cannot wait until 
November. 

Real welfare reform. A minimum wage increase. Access to health insurance. 
Stronger immigration laws. We can achieve all these things -- if we work together. I look 
forward to working with Majority Leader Lott, Speaker Gingrich, and the Democratic 
leaders of Congress to do the people's business in the coming weeks. Let's make the next 
month a time of genuine achievement for the American people. That's would be good for 
both parties. And it would be good for America. 

Thank you for listening. 
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July 11, 1996 (1:34pm) 
Wisconsin Waiver 

Status of Waiver 

Administration Action On May 29, Gov. Thompson delivered a 400-page request for waivers of 
69 AFDC, 18 Medicaid, and 5 Food Stamp provisions. The Adminstration is prepared to grant 
many of the requested waivers and have been working closely with the State to work out mutually 
agreeable alternatives in some problem areas. However, a number of critical issues remain 
unresolved. Changes made by the State since its original waiver request raised some additional 
concerns. Some waiver requests the Executive Branch cannot legally grant -- such as more 
stringent Food Stamp sanctions, changes to Foster Care, minimum wage and other labor issues in 
work programs, and receiving AFDC funds without providing State matching funds. 

Last week, Dole stopped in Wisconsin to attack the Administration for not completing its review 
of the waiver. However, the earliest the waiver can be approved without legal challenge is July 
11 -- which marks the end of the required 30-day period for public comment. 

Congressional Action Last month, the House overwhelmingly passed a bill to deem the entire 
Wisconsin waiver approved, after defeating an Obey-Kleczka substitute in a relatively close vote. 
The Senate is less likely to move similar legislation because of the range ofprocedural options 
available to Senate Democrats. It is also not clear how the Senate's legisaltion would look. CBO 
would likely advise the Senate that it would score the House's bill at over $.5 billion. In addition, 
Gov. Thompson publicly disavowed parts of the waiver request having to do with worker 
displacement. 

Public Comments The Administration received comments on this demonstration from an 
extremely large number of organizations representing program recipients; providers of social 
services including child care; state and national labor organizations; local officials including the 
Mayor of Milwaukee; the Catholic archbishop of Milwaukee and representatives of other religious 
groups; members of the state legislature and members of the State's congressional delegation. In 
addition, thousands of private citizens participated in letter campaigns or signed a petition to the 
department regarding this w~~ver application. With few exceptions, the individuals and 
organizations urged denial o-Tmodifications of the waivers. The objections focused especially on 
the lack of guarantees of services and jobs, on various provisions that make families worse off, 
and on privatization, displacement and the minimum wage. 

Key Elements of AFDC Waivers 

Work Program Wisconsin's waiver would replace AFDC's cash welfare system with a program 
that provides temporary jobs slots (generally up to five years). The State would pay private 
sector or local government contractors fixed amounts to provide job slots to those applicants the 
contractor deems eligible. After a two-week job search, an applicant would be placed in one of 
four programs -- an unsubsidized work or job search (where some child care assistance would be· 
available), a trial subsidized job, or one of two types of community service jobs. 

1 



Wisconsin projects this plan would cut welfare caseloads in half. As an incentive to reduce' 
welfare caseloads, contractors could retain funds from higher-than-expected caseload reductions, 
and generally would have to pay the costs oflower-than-budgeted caseload reductions. 

Benefits Assistance would be based solely on the hours of work -- no work, no money. 
Accordingly, benefits would not be adjusted based on family size. Since families would be 
required to provide co-payments for using child care services, benefits could decline with larger 
family size. 

Protections and Contingencies Only issues related to financial eligibility could be appealed to the 
State. All other eligibility, job placement, and sanction decisions would be at the contractor's 
discretion, with no right to appeal to the State. Extensions to the time limit for those who "play 
by the rules" would also be at the contractor's discretion. It is unclear whether any housing 
vouchers for children would be available after the time limit. 

Key Elements oj Medicaid Waivers 

The waiver would end the Federal entitlement to Medicaid for poor families with children. In its 
place, families below 165% of poverty would pay a premium for more limited coverage than is 
available under Medicaid. Those who fail to pay premiums, those who drop out of the program, 
and most of those with access to employer-sponsored coverage would be ineligible. 

MAJOR POLICY ISSUES 

There are two ways of approaching the major remaining policy issues in the Wisconsin plan. 

• One approach is to base policy judgements on the principles that the Administration has 
consistently articulated in its own legislative proposals, and that have provided the basis 
for previous approvals of waiver demonstrations. For example, we would ask whether the 
provisions are consistent with the protections for children advocated by the 
Administration. We could also use the standard of consistency with the principle of 
assuring jobs, health care and child care that both the President and Governor Thompson 
have articulated in describing the Wisconsin waiver. 

• An alternative approach is to base policy judgements on what would be allowed under 
national legislation that the Administration would be willing to accept -- such as the 
Breaux-Chafee welfare bill -- rather than what the Administration wants from Congress. 

The first approach would deny some provisions of the Wisconsin waiver that the State would be 
allowed to implement under the Breaux-Chafee welfare bill. The second approach would anger 
some important constituencies and set a new standard for waivers. Many States that have 
received waivers would want to renegotiate the existing protections for workers and children, and 
future requests would undoubtedly seek to go even further than Wisconsin. 

Entitlement and Due Process 
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Background. 

The toughest issue in the entire waiver is how best to make sure that recipients get jobs and child 
care, without handing Thompson the chance to claim we vetoed his waiver by insisting upon an 
individual entitlement to welfare, which we have not done in the congressional debate. (We have, 
however, pressed Congress for much stronger due process protections than Wisconsin proposes.) 
The stated intent of the Wisconsin plan is to provide enough work and child care to go around, 
and to use savings from caseload reduction toward that purpose, but there is no explicit 
guarantee. The Wisconsin statue specifically denies that any individual is entitled to a job slot. 
The problem is how to structure a response and hold them to their stated intent. There is not a 
simple mechanism for doing this. 

The central question is whether to waive paragraph 402(10)(A) of the Social Security Act, which 
is the basis of the entitlement to assistance. That paragraph reads: 

"[The State plan for aid and services to needy families with children must] provide that all 
individuals wishing to make application for aid to families with dependent children shall 
have opportunity to do so, and that aid to families with dependent children shall, subject to 
paragraphs (25) and (26), be furnished with reasonable promptness to all eligible 
individuals" 

This paragraph is the basis of the Goldberg v. Kelly due process requirements that the State 
requests not apply to their demonstration. A wide variety of groups oppose a waiver of this 
provision, including among others the Archbishop of Milwaukee, other religious groups, 
Democratic Congressmen and labor organizations. Governor Thompson and other Republicans in 
Congress are likely to strongly criticize the Administration if this provision is not waived. 

Wisconsin Request 

The Wisconsin legislature enacted a specific non-entitlement provision that also limits due 
process, for two stated reasons: 1) The major national welfare reform bills end the entitlement; 
and 2) the state wanted to avoid the due -process constraints of Goldberg v. Kelly, a 1970 
Supreme Court case which requires states to grant a recipients notice and an evidentiary hearing 
(including the opportunity submit evidence, cross-examine opposing witnesses, and retain a 
lawyer) before reducing or terminating any benefits to which the recipient has a statutory 
entitlement. Wisconsin argues that requiring a full evidentiary hearing before reducing or 
terminating benefits would make it easier for recipients to get around work requirements, and 
would keep the system looking more like a welfare program than the real world of work. Due 
process procedures similar to Goldberg v. Kelly would also make more of the contractors' 
decisions appealable to the State. 

To ensure there is no appearance of entitlement, Wisconsin seeks almost full contractor discretion 
in providing assistance. A contractor could effectively refuse to provide assistance by placing 
individuals in permanent unsubsidized job search. Applicants and (former) recipients could appeal l . \0 
to State only on matters of income eligibility. They could not appeal to the State the denial or rv 
termination of a job opportunity for any other reason. 
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The Administration has sought much stronger due process provisions in welfare bills. Both 
Castle-Tanner and Chafee-Breaux are much stronger than Wisconsin; the Republican bills are not 
much stronger. States would have to set specific rules for providing assistance, and follow them. 
Applicants and beneficiaries could appeal to the State who wrote the rules, not just to a 
contractor that has incentives to deny assistance. 

Options and discussion 

While the fundamental choice is whether to waive the entitlement and the related due process 
protections, the suboptions are as stark. Options include: 

• Waiving the entitlement: 

• 

Waive both the entitlement and due process procedures 
Waive the entitlement, but set up due process procedures that are less stringent 
than Goldberg v. Kelly 

Not waiving the entitlement: 
Retaining all current due process procedures 
SpecifY that Goldberg v. Kelly (including appeals to the State) applies only to the 
denial or termination of a job slot, but not to(reducing benefits )ror failure to work. 
Allow the State to develop their own procedures as long as they meet Goldberg v. 
Kelly. 

Goldberg v. Kelly does not apply to assistance that is discretionary. As a result, waiving the 
entitlement voids its due process requirements unless some other entitlement is set up in its stead 
(such as a guarantee of a job slot). Absent an alternative entitlement, appeal rights would be 
those the State proposes unless more substantial ones were required by the waiver terms and 
conditions. Added appeal rights might include, for example, a timely post-termination evidentiary 
hearing before the State. (Goldberg v. Kelly requires a pre-termination hearing). 

The State says it intends to provide timely assistance to all who are eligible. Therefore, it is not 
clear that waiving the entitlement is necessary for Wisconsin to accomplish its goals. Under W-2, 
any entitlement would be very different from the current one. A remaining entitlement could be J 
structured so that Goldberg v. Kelly rules applied only to whether or not someone was offered a 1 
job slot or fired, but not to whether their benefit was reduced for failure to work. Current due . 

'\ I process protections are more substantial than Goldberg v. Kelly requires, so the State could be 
1,' \ given substantial flexibility to design its own procedures. This would substantially reduce the 

burden offair hearings while providing assurances that ajob would be available. 

Any due process procedures need to factor in the financial incentives contractors will have. They 
will be paid based on the number of people they remove from the welfare rolls. Iffewer people 
leave the rolls than the State budgeted, the contractor would have to pay the added costs (unless 
it were due to increasing local unemployment rates)~bsent rights to appeal to the State:; . 
financially strapped contractors may inappropriately deny or terminate job slots to reduce costs. 
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Time Limits 

Wisconsin proposes to limit participation in anyone job component ofW-2 to two years, with a 
five year time limit on overall participation. Some individuals might effectively have less than a 
five year overall time limit. Contractors could provide extensions at their discretion, but generally 
would have to pay the costs themselves. These optional extensions would be based in part on the 
contractors' assessment of an individual's ability to get a job in the local market. A parent whose 
request for an extension was denied would not have the right to appeal the decision to the State. 
When an extension was not granted, it is not clear whether any vouchers would be available for 
children needing assistance to retain housing. 

There are three basic options: 

Grant the State's request without further clarification. 
Grant terms identical to those used in the existing "Work, Not Welfare" demonstration 
Use terms similar to "Work, Not Welfare", but specify that individual capacities must be 
considered when deciding whether to grant an extension to the time limit. 

Wisconsin's current small "Work, Not Welfare" demonstration calls for extension on cash 
assistance when local conditions were such that individuals "who play by the rules" could not find 
ajob. When approving the existing waiver, it was intended that the State's criteria. for extensions 
should factor in individual's capacities to do work, and that extension would be granted to those 
who met them. However, the State's procedures (which have not been used since no one has 
reached the time limit yet) look only at local economic conditions and are optional to the counties 
rather than mandatory. The waiver also calls for child vouchers for housing "if a child will be 
made homeless as a result of the termination of benefits". It is not clear whether the State intends 
to continue the vouchers under W-2. 

The Administration's legislative position has emphasized vouchers for children whose parents 
reach the time limit more than extensions for parents who play by the rules but do not find jobs. 
"Work, Not Welfare" provides less in vouchers than the Administration has sought. It cannot be 
compared directly to the Castle-Tanner and Chafee-Breaux proposals; they require vouchers in all 
cases where the time limit is less than five years. With respect to extensions, the Administration 
has sought to increase the number of exemptions States could offer, but has not proposed the 
specific exemptions it has sought in waivers (such as jobs that are suitable to a person's 
intellectual and other capacities). On the other hand, it has sought for States to have standard 
procedures for deciding who got an extension, rather than leaving it up to contractors.) 

It is unlikely that Wisconsin would use the "Work, Not Welfare" procedures ifW-2 waivers are 
granted without modification. The State plans to leave the decision to contractors, and not have 
written procedures. Each extension would effectively be paid for by the contractor, not the State, 
so their financial incentive would be to deny as many as possible. 

Similarly, using terms identical to "Work, Not Welfare" would lead to a different outcome. Now, 
the counties are using State funds when approving an extension. Under W-2, contractors would 
effectively use their own. 
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Medicaid 

Wisconsin has submitted a welfare waiver with significant Medicaid financial and programmatic 
implications. In connection with the work-based system, the Wisconsin waiver proposes to 
provide health insurance to current Medicaid eligibles and expand Medicaid eligibility for all 
families and children under 165% of poverty, subject to payment of premiums. Although the plan 
would expand coverage to some populations, the plan is predicated on a block grant financing 
structure and would eliminate the federal entitlement to Medicaid for the AFDC population 
(although if passed under current law, the waiver would not be structured as a block grant, 
despite such rhetoric). If the Administration approves the Medicaid proposal, the waiver would 
set a precedent for waiving mandatory eligibility and services that states could potentially use to 
restrict eligibility when expenditures exceed revenues. Approval of the Wisconsin plan would also 
undermine the Administration's objection to Republican proposals that deny the federal guarantee 
of Medicaid eligibility. The Administration could also be criticized for approving a plan that, 
similar to the Republican reconciliation package, would link a generally acceptable welfare reform 
proposal to unacceptable Medicaid changes. 

In addition to the above concerns, the following eligibility restrictions could compromise the 
guarantee of Medicaid coverage. Recipients would lose Medicaid eligibility due to non-payment 
of premiums, or if they have access to any employer- sponsored health insurance after 12 months 
of employment. In addition, recipients would not be eligible for Medicaid if they had 
employer-subsidized insurance (at 50% or greater) for anyone month during the past 18 months 
or currently. The Wisconsin plan would also limit several mandatory services, including treatment 
services for children under the EPSDT requirements, and skilled nursing and home care services. 

If the Wisconsin health plan is approved without the above restrictions on eligibility, budget 
neutrality requirements will be harder for the state to achieve. 

OTHER ISSUES 
Residency Requirement 

One constitutional issue will require a White House decision. The State asked for a 60-
day residency requirement before any person could apply for assistance. DO] believes that under 
Shapiro y Thompson, a 1969 decision in which the Supreme Court held a one-year residency 
requirement to violate the constitutional "right to travel," any residency requirement must meet 
the most stringent kind of Supreme Court review, requiring assertion of a "compelling state 
interest." DO] also notes that, so far, the State has failed to advance such an interest. 

Lawyers have explored whether a 30-day residency requirement could be substituted in 
place of the longer period requested by Wisconsin, but they have determined that the length of the 
residency requirement is not the issue. Demonstration of a "compelling state interest" is the 
determining factor. 

There are two options here. The first is to deny the request on the basis that Wisconsin's 
stated reason for instituting a residency requirement -- to deter people from moving into the State 
to receive welfare benefits -- does not meet the constitutional standards. 

6 



The second option is to grant the request for a period up to sixty days for which the state 
can demonstrate an interest satisfYing constitutional standards. This approach would authorize 
the State to institute a 60-day residency requirement if such action is constitutional, leaving the 
issue of constitutionality to the courts. This would allow the Administration to grant the State's 
request, but it would place the burden on the State to defend its provision in court. DOJ does not 
see any problems with this approach. t should be noted that many constitutional commentators( \ 
believe the current court is looking for a opportunity to reverse or curtail Shapiro.) This option, ~\c<~vl 
however, may be viewed as passing to the ourts what should be an Executive Branch decision. ~. 
Some might see this as a precedent reducing ~ authority of the Executive Branch. G.\ 

Labor Issues 

Labor organizations, including the AFL-CIO, AFSCME, and SEIU at the international 
and state levels, have expressed deep concerns about W-2. In addition to supporting retention of 
the entitlement, due process standards, and time limit extension protections, unions have raised 
three labor-specific issues, two of which can be worked out favorably: 

First, they have opposed Wisconsin's proposal to waive anti-displacement language in the 
current AFDC statute which protects public employees from losing their positions to welfare 
recipients serving work assignments. This issue can be worked out favorably for the unions. 
After public criticism, Governor Thompson withdrew all but one of his requests to waive anti
displacement provisions. Since HHS does not have the legal authority to waive any anti
displacement language and has taken that position in denying states' requests for similar waivers, 
labor organizations will expect the Administration to deny Wisconsin's remaining wavier request 
relating to displacement. 

Second, they have expressed concerns that W-2 wage levels will violate federal minimum 
wage protections. HHS proposes to require Wisconsin to pay the equivalent of the minimum 
wage (including any future increases) to W-2 participants for time spent at work. Labor 
organizations will appreciate this proposed minimum wage protection (which HHS has insisted 
upon for other states). They will continue to be concerned, however, that the Administration is 
allowing Wisconsin to require W -2 recipients to engage in non-work activities (such as job search, 
education, and training) as a condition of participation in W-2 for which they will receive no 
remuneration. 

Third, they oppose Wisconsin's proposal to permit private entities to compete for and 
operate W-2 agencies. While the W-2 proposal does provide a right offirst refusal for counties 
which meet the state's contract performance criteria, labor organizations will perceive the 
contracting process as stacked against them. In supporting their position, unions have argued that 
public sector accountability and civil service protections are important to maintain in the operating 
of any public assistance program. Wisconsin currently runs a county-based AFDC program, and 
AFSCME represents the workers in every county agency in the state. 

Benefit Reductions 
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The State has proposed benefit reductions in three areas. First, they would switch to a system of 
flat grants to families based on participation in work activities. Large families would face a 
benefit reduction, but small families would receive a grant increase. This change is central to the 
W-2 proposal, and must be approved for Wisconsin to test its approach. Approval is, however, 
likely to provoke significant negative criticism. 

Second, Wisconsin would require participants to make co-payments for subsidized child care. 
Recipients would have to make these payments from their W-2 grant, thereby reducing the overall 
benefit. Under the proposal, the copay increases with the number of children in care, and the cost 
of care. As a result, benefits effectively go down as family size increases. The Administration 
discussed the possibility of capping the copays for lower income families. 

Third, the State would reduce SSI children's grants to the smallest amount by which current 
benefit are increased when family size increases (the difference between two and three persons). 
It is not clear why this benefit level was selected. One possibility is using the average increment, 
rather than the smallest one. 

Cost Neutrality 

Welfare waivers normally include provisions that limit total Federal spending to the amount that 
would have been spent absent a waiver. In all but two cases, this has been based on random 
assignment with experimental and control groups -- and only one of those was not based on the 
research evaluation data. Preliminary estimates are that Wisconsin's request would increase 
Federal spending by more than $100 million annually, an amount that is roughly 25% of their 
AFDC grant. (HHS and USDA do not have complete detailed estimates.) This increase is 
comprised of: 

An AFDC block grant that is increased to the 1994 level. (Wisconsin, like many States, 
has declining spending and caseload) 
Increases in Food Stamp spending to the 1994 level that would result from Food Stamp 
expansions and cuts in AFDC benefits. (Food Stamp spending is also going down.) 

Wisconsin is likely to criticize the Administration for any decision that does not give the State 
significant increases in Federal funding. Wisconsin in essence seeks financial credit for past 
caseload decreases, much of which is due to the State's low unemployment rate and healthy 
economy. If Wisconsin is provided historical funding levels, most other States are likely to 
request it as well. 

The third option appears to be the best approach -- agreeing to work with the State to develop an 
adequate formula for determining what costs would have been under current law. There is plenty 
of time, since the waiver would not be implemented for over a year. The Administration could 
not be attacked for short-funding the State, since the number would not be known. There would 
also be no precedent for other States to apply for similar funding increases. 
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Medicaid Cost Neutrality 

In considering Medicaid waivers in general, budget neutrality is assumed if the agreed upon 
estimate of spending absent the waiver is greater than the estimate of spending with the waiver. 
Should the federal entitlement be retained, it is highly unlikely that the Wisconsin Medicaid waiver 
alone would be budget neutral. 

Wisconsin has been using managed care in its Medicaid program since 1983. The state currently 
enrolls its SSI and AFDC populations in Primary Cafe Case Management. In five of the largest 
counties, Wisconsin has established a voluntary HMO plan for the AFDC population which has 
enrolled 93% of the AFDC population in those counties. The state has recently submitted a 
1915(b) waiver to establish mandatory HMO enrollment for the entire AFDC population, 45% of 
whom are already enrolled into managed care. The state assumes that the waiver will save only 
$16.8 million in FY 1997 off of a base of$481 million in fee-for-service expenditures. 

HHS has proposed to allow the state to use these savings to offset the costs of the expansion 
population. The Administration's policy to date which has been not to allow states to use 
managed care savings from proposed or operating 1915(b) waivers. OMB staff estimate that if all 
states "took credit" for savings associated with their current managed care programs, the costs to 
the federal government for the period from FY 1997- FY 2001 would equal approximately $3 
billion. We assume that approximately 50% of the AFDC adults and children will be enrolled in 
managed care under current law. 

In addition to the concerns about precedent, OMB staff, based upon state estimates, believe that 
the savings from the 1915(b) are not enough to offset the costs of the expansion population. 
Thus, we believe that if Medicaid is to stand alone, it will not be budget neutral with or without 
the use of the managed care savings. 
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On May 29, Gov. Thompson delivered a 400-page requestror specific waivers 0 ~, 18 
Medicaid, and 5 Food Stamp provisions. lffiS sees no problem with at least 54 of the 69 welfare 
provisions and 7 of the 18 Medicaid provisions. USDA has more limited waiver authority, but 
most of the waivers can be worked out. lffiS and USDA have been working with the State to 
flesh out the details and work out mutually agreeable alternatives to many of the smaller issues. 
The State has changed its request in some areas. There are a number of requests the Executive 
Branch cannot legally grant. These include, among others, more stringent Food Stamp sanctions, 
~hanges to Foster Care, minimum wage and other labor issues in work programs, and receiving 
AFDC funds without providing State matching funds. 

J Wisconsin seeks to replace AFDC with a program that provides temporary jobs slots (generally 
up to five years) rather than cash welfare. The State would pay fixed sums of money to 
contractors (that might be local governments) to provide job slots to those the contractor 
determined eligible. Applicants would go through a two-week job search and then be placed in 
one off our categories -- unsubsidized work or job search (where some child care assistance 
would be available), trial subsidized jobs, or one of two types of community service jobs. 
Assistance would be based on the hours of work -- no work, no money. Benefits would not 
increase with family size. Counting child care copays, benefits would decline with family size. 
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The State projects their plan would cut caseloads in half Contractors could keep any money 
\ from higher-than-expected caseload reductions, and generally would have to pay the costs of 

\ lower-than-budgeted caseload reductions. Matters of financial fact could be appealed to the 
\ State,[1,ut all other eligibility, job placement, and sanction decisions would be at the contractor's 
"'- discretionJ Extensions to the time limit for those who "play by the rules" would also be at the 

contractor's discretion. It is unclear whether any vouchers would be available after the time limit 
for children who need it to retain housing. 

The Federal entitlement to Medicaid for poor families with children would be waived. Families 
below 165% of poverty would pay a premium to obtain coverage that is more limited than 
Medicaid. Those who failed to pay premiums, those who had chosen to drop out of the program, 
and most with access to employer-sponsored coverage would not be eligible. 

The earliest the waiver can be approved without legal challenge is July 11, which marks the end of 
30-day period for public comment. Dole stopped in Wisconsin last week to attack the 
Administration for not getting the waiver done yet. Last month, the House overwhelmingly 
passed a bill to deem the entire Wisconsin waiver approved. The Senate is less likely to move that 
legislation, unless Wisconsin is too dissatisfied with what the Administration approves. It is not 
clear, however, what Senate legislation might look like. CBO would score the bill prior to Senate 
passage (with costs likely to exceed a half billion), and the Governor has publicly disavowed parts 
of the waiver request having to do with worker displacement. 
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MAJOR POLICY ISSUES 

There are two schools of thought on how to approach the major remaining policy and legal issues 
in the Wisconsin plan. 

• One approach, advocated by miS, is to address each policy issue separately. For 
example, are the time limits consistent with past waiver practice? Are they consistent with 
the protections the Administration has sought for children after time limits in welfare 
reform? 

• The other approach would be to treat Wisconsin as the political equivalent of another 
welfare reform bill, and judge its elements based on what we are willing to accept or veto 
in national legislation from Congress, rather than what the Administration wants from 
Congress. 

The first approach would deny Wisconsin some provisions even though states could do them 
under the Breaux-Chafee welfare bill we support. The second approach would set a new standard 
for waivers. Many States that have received waivers would want to renegotiate the existing 
protections for children, and future requests this and next term would seek to go further than 
Wisconsin. 

Entitlement and Due Process 

The toughest issue in the entire waiver is how best to make sure that recipients get jobs and child 
'care, without handing Thompson the chance to claim we vetoed his waiver by insisting upon an 
individual entitlement to welfare, which we have not done in the congressional debate. (We have, 
however, pressed. Congress for much stronger due process protections than Wisconsin proposes.) 
The stated intent of the Wisconsin plan is to provide enough work and child care to go around, 
and to use savings from caseload reduction toward that purpose, but there is no explicit 
guarantee. Indeed, the Wisconsin statue specifically denies that any individual is entitled to a job 

slot. /-h. 6 
The Wisconsin le~' lature enacted a specific non-entitlement provisio that also limits due 
process, for two r: asons: 1) The major national welfare reform bills d the entitlement; and 2) 
the state wanted 0 avoid the due -process constraints of Goldberg v. Kelly, a 1970 Supreme 
Court case whi~~' requires states to grant a recipientYnQtice and an evidentiary hearing (including 
the opportunityT;ubmit evidence, cross-examine opposing witnesses, and retain a lawyer) before 

. reducing or terminating any benefits to which the recipient has a statutory entitlement. Wisconsin 
argues that requiring a full evidentiary hearing before reducing or terminating benefits would 
make it easier for recipients to get around work requirements, and would keep the system looking 

J '\ 'Jtv more like a welfare program than the real world of work. It YtetJld also reqtJire the State to take '-
; ~~ ~;mgn~ responsibility for centrae:ors' Ilet:r' t;-- ,\ I I J 11 "') 
Tl-i,IM.tM,tlt'V'Qt'lrtl'1,bt l JlM.,l.UM I~IJ VlllA~. LUJ ~k . 

. To ensure there is no appearance of entitlement, Wisconsin seeks almost full contractor discretion 
in providing assistance. A contractor could effectively refuse to provide assistance by placing 
individuals in permanent unsubsidized job search. Applicants and (former) recipients could appeal J 
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to State ~n1y on matters of financial fact. They could not appeal 'the denial or termination of a job 1 
OppOrtuOlty. J 

~ II\,( I J I The Administration has sought much stronger due process provisions in welfare bills. Both 
~ tw I( ~ Castle-Tanner and Chafee~Breaux are much stronger than Wisconsin; the Republican bills are not 
Is \l.Q wo.'1 muc~ stronger. States .w?uld have to set specific rules for providing assistance,. and follow them. 
~t. ~\h Apphcants and beneficlanes could appeal to the State who wrote tl)e rpl~ not Just to a ~ 1-0 
/'A.A.l "\MUck contractor that has incentives to deny assistance. HHS a~ears tolwanTto go further, proPosin~~ AIIl ~ r 
s """""1f:-' " that the State develop written procedures for offering job slots that are consistent with Goldberg i ~ lwMS 
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The basic options are' 1kl ?t.C\ Y\ CM. - \M.ll~ !A~ . . ~,tl~ 0. 'P..-e-4-PAWI\;\a.I.t\U\ 
- Waive the requirement that families have the opportunity to apply for assistance and: If ~vi ~fM.\iaAy 

they meet written eligibility requirements, receive assistance timely. (This is the wAAi lILt-
. n t . I due rocess standards are based. 

Waive the entitlement to welfare, but substitute for it an entitlement to an opportunity to 

Maintain the entitlement and subject all adverse actions to 0 erg v. Kelly standards. ~ 

The opportunity to apply for assistance and, if one meets written eligibility standards, receive )1 

work. A I Goldber v. Kell more serious adverse actions. 

timely cash assistance is the heart of the "entitlement" to welfare. Without this guarantee, the dUe] 
process standards of Goldberg v. Kelly do not apply. The State says it intends to provide timely 
assistance to all who are eligible. Therefore, HHS believes waiving their responsibility to do so is 
not necessary for Wisconsin to accomplish its goals. Moreover, HHS is concerned how 
contractors would implement the State's intentions absent due process protections. The 
contractors will be paid based on how many people they remove from the welfare rolls, so their 
incentive would be to deny assistance whenever possible. 

. ~I,,",-
On the other hand, Wisconsin will object strongly if any significant due process requirements are 1/ ~, .. 
maintained. If the requirements are waived, Wisconsin could be warned that the waivers would\ ~\cl... tG-. 
be revoked if close monitoring shows that families are being treated arbitrarily. ~~ \MA"

A 
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-The second option -- substituting an opportunity to work for the welfare entitlement -- does end ~o.. '61JWt1' 
welfare as we know it. Done right, the State would have to provide a fair hearing before denying ktM\\AW! 
assistance or terminating assistance -- but could summarily reduce benefits for failure to work. XvV M . 

'
I lThiS would s~bstantially redu~e the burden of fair hearings while prov,iding assurances that a job . 
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I Under option three, a fair eanng woulO be ivlillable for any adverse action the State took -- 'P~ t> r '1 II 
i including reducing assistance for failing to work. While many comrnenters support maintaining all Ill-U.. 
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lime Limits ~ 
Wisconsin proposes to limit job slots to 5 years. Contractors could provide extensions at their 
discretion, but might have to pay the costs themselves. The contractor's decision could not be "\ 
appealed to the State. It is not clear whether any child vouchers would be available for those not J 
given an extension. 

Wisconsin's current small "Work, Not Welfare" demonstration calls for extension on cash 
assistance when local conditions were such that individuals "who play by the rules" could not find 
a job. When approving the existing waiver, HHS intended that the State's criteria for extensions 
should factor in individual's capacities to do work, and that extension would be granted to those 
who met them. However, the State's procedures (which have not been used since no one has 
reached the time limit yet) look only at local economic conditions and are optional to the counties 
rather than mandatory. The waiver also calls for child vouchers for housing "if a child will be 
made homeless as a result of the termination of benefits". HHS says it is not clear whether the 
State intends to continue the vouchers under W-2. 

The Administration's legislative position has emphasized vouchers for children whose parents 
reach the time limit more than extensions for parents who play by the rules but do not find jobs. 
"Work, Not Welfare" provides less in vouchers than the Administration has sought. but more than 
Castle-Tanner and Chafee-Breaux require. With respect to extensions, the Administration has 
sought to increase the number of exemptions States could offer, but has not proposed the specific 
exemptions it has sought in waivers (such as jobs that are suitable to a person's intellectual and 
other capacities). On the other hand, it has sought for States to have standard procedures for 
deciding who got an extension, rather than leaving it up to contractors.) 

There are three basic options: 

Grant the State's request without further clarification. 
Grant terms identical to those used in the existing "Work, Not Welfare" demonstration 
Use terms similar to "Work, Not Welfare", but specifY that individual capacities must be 
considered when deciding whether to grant an extension to the time limit (HHS proposal). 

It is unlikely that Wisconsin would use the "Work, Not Welfare" procedures ifW-2 waivers are 
granted without modification. The State plans to leave the decision to contractors, and not have 
written procedures. Each extension would effectively be paid for by the contractor, not the State, 
so their financial incentive would be to deny as many as possible. 

Similarly, using terms identical to "Work, Not Welfare" would lead to a different outcome. Now, 
the counties are using State funds when approving an extension. Under W-2, contractors would 
effectively use their own. 

Medicaid 

Wisconsin has submitted a welfare waiver with significant Medicaid financial and programmatic 
implications. In connection with the work-based system, the Wisconsin waiver proposes to 
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provide health insurance to current Medicaid eligibles and expand Medicaid eligibility for all 
families and children under 165% of poverty, subject to payment of premiums. Although the plan 
would expand coverage to some populations, the plan is predicated on a block grant financing 
structure and would eliminate the federal entitlement to Medicaid for the AFDC population 
(although if passed under current law, the waiver would not be structured as a block grant, 
despite such rhetoric). If the Administration approves the Medicaid proposal, the waiver would 
set a precedent for waiving mandatory eligibility and services that states could potentially use to 
restrict eligibility when expenditures exceed revenues. Approval of the Wisconsin plan would also 
undermine the Administration's objection to Republican proposals that deny the federal guarantee 
of Medicaid eligibility. The Administration could also be criticized for approving a plan that, 
similar to the Republican reconciliation package, would link a generally acceptable welfare reform 
proposal to unacceptable Medicaid changes. 

In addition to the above concerns, HHS has specifically objected to the following eligibility 
restrictions that would compromise the guarantee of Medicaid coverage. Recipients would lose 
Medicaid eligibility due to non-payment of premiums, or if they have access to any employer
sponsored health insurance after 12 months of employment. In addition, recipients would not be 
eligible for Medicaid if they had employer-subsidized insurance (at 50% or greater) for anyone 
month during the past 18 months or currently. The Wisconsin plan would also limit several 
mandatory services, including treatment services for children under the EPSDT requirements, and 
skilled nursing and home care services. 

If the Wisconsin health plan is approved without the above restrictions on eligibility, budget 
neutrality requirements wiJl be harder for the state to achieve. / r,fi ) 

LM W!{/~J)U'J/! 

~<W \ """,.it. W. t<L ~~ t.tuLL 
OTHER ISSUES 

Residency Requirement ~vt.. e. (MIA ttl I J 'f C) ti k 1M. l' W \.\. J ~ ~ ~ I 
"'-CCI.U-tt~t\., ~ 1'" ~bl.L -: Tk~. ~ a.\-htcL.t.J . 

One constitutional issue wiJl require a White House deCision. The state asked for a 60-day I"'-H-tr 
residency requirement before applying for assistance. DO] does not believe that any residency /Jr 
requirement is permissible under a 1969 Supreme Court decision, Shapiro v. Thompson (no 
relation). In that case, the court ruled that a one-year residency requirement violated the 
constitutional right to travel. White House Counsel believes that although this argument is 
substantial, the constitutional issue is not crystal clear. It belie.es that while the State's CUiIellt 
stated reasons for desiring the wail'er (keeping peer families from mouiA8 to the State fer higher 
belleilts or a guarallteed jab) • ... otdd not pass mastel, the State llIay be able to de.elop other 
reasolls that do pass mustey, The two basic options are: 

Deny the waiver since DO] believes it does not pass muster 
Allow the waiver on the condition that the State has motives for using it that it can 
convince the courts do not violate Shapiro v. Thompson. 

HHS opposes passing to the courts what currently is an Executive Branch prerogative. The 
Counsel's office thus suggests that we grant the state a residency requirement of "the period up to 
60 days for which the state can demonstrate an in interest satisfying constitutional standards." 

7/10 draft, page 5 



'. 

One constitutional issue will require a White House 
decision. The State asked for a 60-day residency requirement 
before any person could apply for assistance. DOJ believes that 
under Shapiro v. Thompson, a 1969 decision in which the Supreme 
Court held a one-year. residency requirement to violate the 
constitutional "right to travel," any residency requirement must 
meet the most stringent kind of Supreme Court review, requiring 
assertion of a "compelling state interest." DOJ also notes that 
so far, the State has failed to advance such an interest. 

There are two options here -- one advocate'd by HHS, the 
other by the White House Counsel's office. The HHS option is 
simply to deny the request for a residency requirement. The 
Counsel option is to grant the request for "the period up to 
sixty days for which the state can demonstrate an interest 
satisfying constitutional standards." This approach, approved in 
full by DOJ, authorizes the State to do what it wants if such 
action is constitutional, leaving the issue of constitutionality 
to the courts. The approach thus effectively allows the 
Administration to grant the State's request, but places the 
burden on the State to defend its provision in court. 

HHS objects to the Counsel's approach on the ground that it 
abdicates to the courts a decision that properly should be made 
by the Administration. HHS also argues that this approach sets a 
dangerous precedent for the future. Counsel's Office replies 
that the approach is fully legal (DOJ concurs) and that it allows 
us to get rid of a tricky issue by at once giving the state what 
it wants and not approving anything we think improper. Counsel's 
Office also notes that a decision to hand the question to the 
courts may be especially appropriate in this context because the 
law here is very uncertain: a great many constitutional 
commentators believe that the current Court is looking for an 
opportunity to reverse or severely curtail Shapiro. 
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That would allow the Executive Branch to grant the state's request, but put the burden on 
Wisconsin to defend its provision in court. 

Labor Issues 

The waiver contains four important labor issues, two of which can be worked out relatively easily. 
Most importantly, the proposal caIls for W-2 program administration to be contracted out. 
Contractor employees would not be necessarily have the same merit system protections as 
government workers. 

The waiver requested to weaken anti-displacement provisions, but Governor Thompson has 
retracted all but the proposal to fill existing vacancies with welfare recipients (and this cannot be 
waived). Also, the proposed W-2 grant would not necessarily equal minimum wage payment for 
the required work activities. This can be addressed by having the State modifY the number of 
hours worked to equal minimum wage. 

Benefit Reductions 

The State has proposed benefit reductions in three areas. First, they would switch to a system of 
flat grants to families based on participation in work activities. Large families would face a 
benefit reduction, but small families would receive a grant increase. This change is central to the 
W-2 proposal, and must be approved for Wisconsin to test its approach. Approval is, however, 
likely to provoke significant negative criticism. 

Second, Wisconsin would require participants to make co-payments for subsidized child care. 
Recipients would have to make these payments from their W-2 grant, thereby reducing the overall 
benefit. Under the proposal, the copay increases with the number of children in care, and the cost 
of care. As a result, benefits effectively go down as family size increases. }ffiS has discussed 
within the Administration the possibility of capping the copays for lower income families. 

Third, the State would reduce SSI children's grants to the smallest amount by which current 
benefit are increased when family size increases (the difference between two and three persons). 
It is not clear why this benefit level was selected. HHS recommends using the average increment, 
rather than the smallest one. 

Welfare Cost Neutrality 

Welfare waivers normally include provisions that limit total Federal spending to the amount that 
would have been spent absent a waiver. In all but two cases, this has been based on random 
assignment with experimental and control groups -- and only one, of those was not based on the 
research evaluation data. Preliminary estimates are that Wisconsin's request would increase 
Federal spending by more than $100 million annually, an amount that is roughly 25% of their 
AFDC grant. (IffiS and USDA do not have complete detailed estimates.) This increase is 
comprised of: 

7/10 draft. page 6 



' .. 

An AFDC block grant that is increased to the 1994 level. (Wisconsin, like many States. 
has declining spending and caseload) 
Increases in Food Stamp spending to the 1994 level that would result from Food Stamp 
expansions and cuts in AFDC benefits. (Food Stamp spending is also going down.) 
Specific waivers that increase costs in Foster Care, Child Support, and Child Nutrition, 
some of which can be granted and others that cannot. 

Wisconsin's waiver will have effects on costs that cannot be measured by the traditional research 
design. For example, deterring people from going on welfare may produce savings that the 
normal random assignment experimental design would not capture. There are three basic 
approaches that can be taken: 

Provide AFDC funding at the 1994 level, and accept cost increases in other programs as 
well. (A block grant cannot be approved, but a financial equivalent can.) 
Provide AFDC funding at some historical level, with downward adjustments for cost-shifts 
and expansions in Food Stamps and other programs. This will increase costs some, but 
not as much as the first option. A key question is what base would be used for spending 
and what savings would be expected. 
Specify in the waiver a date by which a new evaluation methodology and related cost 
neutrality baseline would be developed. (HHS recommendation). 

Wisconsin is likely to criticize the Administration for any decision that does not give the State 
significant increases in Federal funding. Wisconsin in essence seeks financial credit for past 
caseload decreases, much of which is due to the State's low unemployment rate and healthy 
economy. If Wisconsin is provided historical funding levels, most other States are likely to 
request it as well. 

The third option appears to be the best approach -- agreeing to work with the State to develop an 
adequate formula for determining what costs would have been under current law. There is plenty 
of time, since the waiver would not be implemented for over a year. The Administration could 
not be attacked for short-funding the State, since the number would not be known. There would 
also be no precedent for other States to apply for similar funding increases. 

Medicaid Cost Neutrality 

In considering Medicaid waivers in general, budget neutrality is assumed if the agreed upon 
estimate of spending absent the waiver is greater than the estimate of spending with the waiver. 
Should the federal entitlement be retained, it is highly unlikely that the Wisconsin Medicaid waiver 
alone would be budget neutral. 

Wisconsin has been using managed care in its Medicaid program since 1983. The state currently 
enrolls its SSI and AFDC populations in Primary Care Case Management. In five of the largest 
counties, Wisconsin has established a voluntary HMO plan for the AFDC population which has 
enrolled 93% of the AFDC population in those counties. The state has recently submitted a 
1915(b) waiver to establish mandatory HMO enrollment for the entire AFDC population, 45% of 
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whom are already enrolled into managed care. The state assumes that the waiver will save only 
$16.8 million in FY 1997 offofa base ofS481 million in fee-for-service expenditures. 

HHS has proposed to allow the state to use these savings to offset the costs of the expansion 
population. The Administration's policy to date which has been not to allow states to use 
managed care savings from proposed or operating 1915(b) waivers. OMB staff estimate that ifall 
states "took credit" for savings associated with their current managed care programs, the costs to 
the federal government for the period from FY 1997- FY 2001 would equal approximately $3 
billion. We assume that approximately 50% of the AFDC adults and children will be enrolled in 
managed care under current law. 

In addition to the concerns about precedent, OMB staff, based upon state estimates, believe that 
the savings from the 1915(b) are not enough to offset the costs of the expansion population. 
Thus, we believe that if Medicaid is to stand alone, it will not be budget neutral with or without 
the use of the managed care savings. 
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July 8, 1996 

MEMORANDUM FOR THE ClllEF OF STAFF 

FROM: Bruce Reed 
Ken Apfel 

SUBJECT: Major Issues -- Wisconsin Waiver 

Here is a brief summary of issues the White House needs to resolve in the next few 
days so that the President can announce the Wisconsin waiver at the NGA meeting July 16. 

I. Overview 

On May 29, Gov. Thompson delivered a 400-page request for specific waivers of 69 
AFDC, 18 Medicaid, and 5 Food 'Stamp provisions. HHS sees no problem with at least 54 of 
the 69 welfare provisions and 7 of the 18 Medicaid provisions. USDA has more limited 
waiver authority (it cannot allow changes that would make any families worse oft), but _ of 

have been worked out. 

The earliest the waiver can be approved without legal challenge is July 11, which 
marks the end of 30-day period for public comment. Dole stopped in Wisconsin last week to 
attack the Administration for not getting the waiver done yet. Last month, the House 
overwhelmingly passed a bill to deem the entire Wisconsin waiver approved, but the Senate is 
less likely to move that legislation -- unless we stir it up again by turning down too much. 

II. Major Policy Issues 

There are two schools of thought on how to approach the major remaining policy and 
legal issues in the Wisconsin plan. One approach, advocated by HHS, is to treat Wisconsin 
as another waiver request, and try to hold the line on a handful of issues -- time limits, 
residency requirements, etc. -- that HHS has denied states in the past. The other approach 
would be to treat Wisconsin as the political equivalent of another welfare reform bill, and 
judge its elements based on what we are willing to accept or reject in national legislation 
from Congress. The first approach would deny Wisconsin some provisions even though states 
could do them under the Breaux-Chafee welfare bill we support. The second approach would 
take the same position on Wisconsin that we have staked out in the national debate: yes to a 
work-based welfare block grant, no to a Medicaid block grant. 

'. ~ 
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1. Medicaid: On Medicaid, the state will get very little of what it asked for. 
Although the health plan was designed to expand coverage up to 165% of poverty by placing 

. welfare recipients in managed care, we will have to reject the basic framework, which is a 
block grant that ends the Medicaid guarantee. HCF A is also firmly opposed to allowing 
premiums of $20 a month· and forcing recipients to accept insurance from their employer if it 
is available. However, we can grant a pending Medicaid 1915(b) waiver that will place 
welfare recipients in managed care and use the savings to expand coverage, and pledge to 
keep working with the state to approve as much of the W-2 waiver as we can while 
preserving the guarantee. As always, budget neutrality will be a problem. The Medicaid 
provisions are the primary reason we need to keep Congress from passing legislation to deem 
the waiver approved, because such a bill would be their current reconciliation package in 
miniature -- generally acceptable welfare reform linked to unacceptable Medicaid. 

2. Time Limits: The Wisconsin plan includes a 5-year lifetime limit, like our bill 
and all the major congressional plans. The issue for the waiver is whether to impose terms 
on who should get extensions to the time limit. Wisconsin wants to leave that decision to the 
discretion of the caseworker. In other states, HHS has always forced states to accept 
mandatory extensions for anyone who reaches the time limit and can't find a job. The one 
exception is the two-county waiver we granted Wisconsin in 1993, which essentially left that 
decision to the state. 

We have two realistic options: 1) allow the state to implement the exact terms 
statewide that we granted in 1993; or 2) let the state develop its own terms. Under the first -
option, Thompson could only complain a little, since he has bragged in the past that his two
county waiver was the toughest in the country. Under the second option, the state could do 
what it will be able to do anyway if welfare reform becomes law. As a practical matter, 
Wisconsin will probably implement the same rules whichever option we choose. (Mary Jo 
Bane favors a third option, to "clarify" the 1993 terms along the lines of what HHS has 
demanded from other states -- but others at HHS consider this a non-starter, since it would 
enrage Thompson without enabling us to say he had agreed to the same terms once before.) 

3. Entitlement: The toughest issue in the entire waiver is how best to make sure that 
recipients get jobs and child care, without handing Thompson the chance to claim we vetoed 
his waiver by demanding an individual entitlement, which has not been our bottom line in the 
congressional debate. The intent of the Wisconsin plan is to provide enough work and child 
care to go around, and to use some savings from caseload reduction toward that purpose, but 
like Breaux-Chafee and other congressional reform bills, there is no explicit guarantee. , 

The legislature enacted a specific non- ons: 1) the 
major national welfare refo . s end the entitlement; and 2) the state wanted to avoid the 
due-process cons . s of Goldberg v. Kelly, a 197.oSupreme Court case which requires 
states to gr a recipient notice and an evidentiary hearing (including the opportunity to 
submit idence, cross-examine opposing witnesses, and retain a lawyer) before terminating 
any enefits

l 
Wisconsin is willing to provide "reas9Raele notiee aREl 9fl~artlHlit.y fur ~ 
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r;elciewl but argues that requiring a earing before terminating benefits would make it easier 
for recipients to get around work requirements, and would keep the system still looking like a 
welfare program instead of the real world of work. 
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There is no having t both ways on this question: any outright guarantee will maintain 
the individual entitlemen even if we call it an assurance or so ' se. S would like 
to do just that, and impose due process procedures that go ither than the state proposed. 
That would have the advantage of protecting recipients if the state runs out of money. On the 
other hand, it might prompt Thompson to reject the terms of the waiver, claim that we had 
vetoed welfare reform a third time in order to preserve the current system, and lobby,.. ( 
Congress to pass a full Wisconsin waiver. 'I IJ ; 'HtWt~, 'I-kt h411 
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those eligible receive services d benefits." Holding Wisconsin to a "best forts" standard ~ he I J ~: r 
would make it easier for co rts and the Administration to review the waive if Wisconsin fails WCM. I 
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pr s "insofar as and to the extent that they comport with applicable 
consis 'tutional requirements." Since these issues are bound to be litigated no matter what we
say, it p bably makes sense to leave them to the courts to decide. 

III. Legal Issues 
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On two of labor's main concerns (worker displacement and the minimum wage), we 
lack the legal authority to grant exactly what the state wanted. The provision that requires 
workfare participants to be placed in new (not existing) job vacancies is in a section of the 
Social Security Act that cannot be waived under current law. But every major welfare bill 
would remove that provision, so Wisconsin will be free to do what it wants once welfare 
reform becomes law. On the minimum wage, we can essentially grant the state's request to 
pay participants the minimum wage for 30 hours a week of work but not additional hours of 
education and training. But the state will have to reduce hours or raise benefits once an 
increase in the mininum wage goes into effect. 

Two constitutional issues will require a White H se decision. First, the state asked 
for a 60-day residency requirement before applying fo assistance. lllIS has refused to grant 
even 30-day requirements in the past, based on a 19 Supreme Court decision, Shapiro 
v. Thompson (no relation~that a one-year residency requirement violated the constitutional 
right to travel. lllIS is n6w willing to go along with a 30-day requirement for Wisconsin 
(and Minnesota, which!tas had a waiver pending for several months), on the grounds that 30 
days represents a reasonable administrative period but 60 days does not. White House 
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- [The second constitutional' sue involves the denial of benefits to U.S.-bo 
+I.u children of ill~al immigrants. S argues that . ren are BarR here, tlte{ have 

\ $Cl~right to ge'f welfare even tho gh their parents are not eligible and cannot be required to 
work. White Hou Counsel gues that if welfare is turned into a jobs program and 
eligibili ed on work e children of illegal immigrants might well have no 
co . tional claim, any re than the children of parents who refuse to work. This is not a 
ig issue in Wisconsin ere there are very few child-only cases, but it is an ormous 

concern in Californi ere most of the caseload growth in the past decade h been child-
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July 8, 1996 

MEMORANDUM FOR THE CHIEF OF STAFF 

FROM: 

SUBJECT: 

Bruce Reed 
Ken Apfel 

Major Issues -- Wisconsin Waiver 

Here is a brief summary of issues the White House needs to resolve in the next few 
days so that the President can announce the Wisconsin waiver at the NGA meeting July 16. 

I. Overview 

On May 29, Gov. Thompson delivered a 400-page request for specific waivers of 69 
AFDC, 18 Medicaid, and 5 Food Stamp provisions. HHS sees no problem with at least 54 of 
the 69 welfare provisions and 7 of the 18 Medicaid provisions. USDA has more limited 
waiver authority (it cannot allow changes that would make any families worse oft), but _ of 

have been worked out. 

The earliest the waiver can be approved without legal challenge is July II, which 
marks the end of 30-day period for public comment. Dole stopped in Wisconsin last week to 
attack the Administration for not getting the waiver done yet. Last month, the House 
overwhelmingly passed a bill to deem the entire Wisconsin waiver approved, but the Senate is 
less likely to move that legislation -- unless we stir it up again by turning down too much. 

U. Major Policy Issues 

There are two schools of thought on how to approach the major remaining policy and 
legal issues in the Wisconsin plan. One approach, advocated by HHS, is to treat Wisconsin 
as another waiver request, and try to hold the line on a handful of issues -- time limits, 
residency requirements, etc. -- that HHS has denied states in the past. The other approach 
would be to treat Wisconsin as the political equivalent of another welfare reform bill, and 
judge its elements based on what we are willing to accept or reject in national legislation 
from Congress. The first approach would deny Wisconsin some provisions even though states 
could do them under the Breaux-Chafee welfare bill we support. The second approach would 
take the same position on Wisconsin that we have staked out in the national debate: yes to a 
work-based welfare block grant, no to a Medicaid block grant. 
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1. Medicaid: On Medicaid, the state will get very little of what it asked for. 
Althougb the health plan was designed to expand coverage up to 165% of poverty by placing 
welfare recipients in managed care, we will have to reject the basic framework, which is a 
block grant that ends the Medicaid guarantee. HCF A is also firmly opposed to allowing 
premiums of $20 a month and forcing recipients to accept insurance from their employer if it 
is available. However, we can grant a pending Medicaid 1915(b) waiver that will place 
welfare recipients in managed care and use the savings to expand coverage, and pledge to 
keep working with the state to approve as much of the W -2 waiver as we can while 
preserving the guarantee. As always, budget neutrality will be a problem. The Medicaid 
provisions are the primary reason we need to keep Congress from passing legislation to deem 
the waiver approved, because such a bill would be their current reconciliation package in 
miniature -- generally acceptable welfare reform linked to unacceptable Medicaid. 

2. Time Limits: The Wisconsin plan includes a 5-year lifetime limit, like our bill 
and all the major congressional plans. The issue for the waiver is whether to impose terms 
on who should get extensions to the time limit. Wisconsin wants to leave that decision to the 
discretion of the caseworker. In other states, HHS has always forced states to accept 
mandatory extensions for anyone who reaches the time limit and can't find a job. The one 
exception is the two-county waiver we granted Wisconsin in 1993, which essentially left that 
decision to the state. 

We have two realistic options: 1) allow the state to implement the exact terms 
statewide that we granted in 1993; or 2) let the state develop its own terms. Under the first -
option, Thompson could only complain a little, since he has bragged in the past that his two
county waiver was the toughest in the country. Under the second option, the state could do 
what it will be able to do anyway if welfare reform becomes law. As a practical matter, 
Wisconsin will probably implement the same rules whichever option we choose. (Mary Jo 
Bane favors a third option, to "clarify" the 1993 terms along the lines of what HHS has 
demanded from other states -- but others at HHS consider this a non-starter, since it would 
enrage Thompson without enabling us to say he had agreed to the same terms once before.) 

3. Entitlement: The toughest issue in the entire waiver is how best to make sure that 
recipients get jobs and child care, without handing Thompson the chance to claim we vetoed 
his waiver by demanding an individual entitlement, which has not been our bottom line in the 
congressional debate. The intent of the Wisconsin plan is to provide enough work and child 
care to go around, and to use some savings from case load reduction toward that purpose, but 
like Breaux-Chafee and other congressional reform bills, there is no explicit guarantee .. 

The legislature enacted a specific non- ns: I) the 
major national welfare refo . s end the entitlement; and 2) the state wanted to avoid the 
due-process cons . of Goldberg v. Kelly, a 197.oSupreme Court case which requires 
states to gr a recipient notice and an evidentiary hearing (including the opportunity to 
submit 'dence, cross-examine opposing witnesses, and retain a lawyer) before terminating 
any enefits

L 
Wisconsin is willing to provide 'treaseflsele notiee MEl eppelWAity fgr ~ 

. ) n ..JlMcl. 'H.u' rtCi'Piw.r \.t~ ~ s ~lu.l-wy 'MA1;~L.\M.Ulr. 

l~J"".(, 11u i'\-Ak. 5lttAfi(A.I~ JtMi~ '\tw tV\~ i~~ ..... i~tt.R j, tI.\\.,~k~ 
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te"~8\Y' but argues that requiring a earing before terminating benefits would make it easier 
for recipients to get around work requirements, and would keep the system still looking like a 
welfare program instead of the real world of work. 

~",l1-tu.. f.I7\tCt1IAUl-'- dKt "f'-'01I1S ~~&U4AcUJ 
There is no having t both ways on this question: any outright guarantee will maintain U4Ll,k 

the individual entitlemen even if we call it an assurance or so~ else. HHS would like 
to do just that, and impose due process procedures that goA'lirther than the state proposed. 
That would have the advantage of protecting recipients if the state runs out of money. On the 
other hand, it might prompt Thompson to reject the terms of the waiver, claim that we had 
vetoed welfare reform a third time in order to preserve the current system, and lobby,. ( 
Congress to pass a full Wisconsin waiver." IJ .i Utwt~, 'f-Lq hoc/l 

~ L<l~ '1 W"1o{ "fA 1"0 1 "., rI1 ~ u.L 

Another approach would e to require the state to "make best efforts ensure that -yvo u-'h 
those eligible receive services d benefits." Holding Wisconsin to a "best orts" standard ~ \-tt, J~: r 
would make it easier for co and the Administration to review the waive if Wisconsin fails 0;:" I . 
to provide jobs, but it not be interpreted as an individual entitlemen Recipients would "fl' ~ 
get the notice and review proposed by the state, but they could not go to court)EweF}' time / . 
the) were smrctiofteV L ~d Jku4AAd t\ ~II 
- . eV\d""-\,;~--wu,,,,, 

White House Counsel suggests that iIIsleaEi sf mIS sl:ltliaiag iff; gUIIl detailed dlole 1Yiw iu etMJ 
P"~~~GeEkH'1~I'or1tn~:at8, we eettlt¥grant the state the right to go forward with its SAA.\d;W\ . 
proce ural provisions "insofar as and to the extent that they comport with applicable 
consi 'tutional requirements." Since these issues are bound to be litigated no matter what we-
say, it bably makes sense to leave them to the courts to decide. 11A It .{) 

As,,"""'''; "'"- AU....., 'ftu.. ~k. ~ Y"'! ct e.,L lAril-t\ ~t . ~ so tv T "/ /lAA.. 

III. Legal Issues i"'-~iY\~~ ",""H.I"",""~ (.,JWl~ cltAA''1 ~t\M.A",~t 'Tht. Q.I\ vlMot{t t!] 
d...u.. 1'\0'() U.U '""" ~ f t '" ~) ~ 

On two of labor's main concerns (worker displacement and the minimum wage), we 
lack the legal authority to grant exactly what the state wanted. The provision that requires 
workfare participants to be placed in new (not existing) job vacancies is in a section of the 
Social Security Act that cannot be waived under current law. But every major welfare bill 
would remove that provision, so Wisconsin will be free to do what it wants once welfare 
reform becomes law. On the minimum wage, we can essentially grant the state's request to 
pay participants the minimum wage for 30 hours a week of work but not additional hours of 
education and training. But the state will have to reduce hours or raise benefits once an 
increase in the mininum wage goes into effect. 

Two constitutional issues will require a White H se decision. First, the state asked 
for a 60-day residency requirement before applying fo assistance. HHS has refused to grant 
even 30-day requirements in the past, based on a 19 Supreme Court decision, Shapiro 
v. Thompson (no relation1.that a one-year residency requirement violated the constitutional 
right to travel. HHS is n~w willing to go along with a 30-day requirement for Wisconsin 
(and Minnesota, which has had a waiver pending for several months), on the grounds that 30 
days represents a reasonable administrative period but 60 days does not. White House 

?c>vLU : Jo 'tIM. \At'-\ WMA.1 -h 
, Po '" • #'f ~., • ,,, ,,~A _ 0,,' ~ L ( "t .. ~ 'A • T" 
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Counsel a'SU8s dtat RlItftY states ha.efresidency requirements of 60 days or longer for other 
benefits -:JMisgeftlin relfltliPe5 university students w'live in the state for a full year before . 

rc~i'-i""S they can qualify for resident tuitio~ that we oeuhI' grant the state a residency ~ ~ ~ ~H-.I 
-t w .4 r~quirement for "the period up to 60 ys for which the state can demonstrate a compellin~ '" 
+t-f' . I administrative interest." That would low us to grant the state's request, but pu~ the b~~ _. ~ _ I A 

on Wisconsin to defend its provision n courtYl.l".&~ "'tt.u.. s\...ichlT 'fa UI L~L3.~·" . • tM. ... ~ 
"'1'f ... " ... ( '" s k \\ \M.CI\r'& k..v elY 411 \.0 ttu. .s \;J. k, W't i-u ( \; ~ 'ttAL ~ CA.lJ t\ 1'-\ CAAIU u."(~ till J:l 

. . [The second constitutional' ue involves the denial of benefits to u.s.-~: r.!~ ../'+L.t~ 1 
+Iu children of ilI;gal immigrants. S argues that be40aYS9 the cliildrena.:8 hefft1\Cfe,~hefhave ~I~~ 

\ $I;\~right to gel{ welfare even tho gh their parents are not eligible and cannot be required to 
work. White Hou Counse gues that if welfare is turned into a jobs program and 
eligibili ed on work e children of illegal immigrants might well have no 
co tional claim, any re than the children of parents who refuse to work. This is not a 

ig issue in Wisconsin ere there are very few child-only cases, but it is an 
concern in Californi ere most of the caseload growth in the past decade h 

-- only- cases invol ildren of illegal immigrants.] 
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Memorandum 

SulljeCl DMc 
H.R. 3507, Personal Responsibility and Work 
Opportunity Act of 1996 and Medicaid 
Restructuring Act of 1996 

July 2, 1996 

To 
Andrew Eois 
Assistant Attorney General 
Office of Legislative Affairs 

Attention: Greg Jones 

Pltlcrt 

Randolph Moss 
Deputy Assistant 

Attorney General 
Office of Legal Counsel 

You have asked us for our views as advisory unit on H.R. 3507, 
the Personal Responsibility and Work Opportunity Act of 1996 and 
Medicaid Restructurip9 Act of 1996. As explained in further detail 
below, we believe several of the provisions in this bill raise 
constitutional concerns. 

Durational Residency Kequire-ftntl 

Section 103 of the bill amends Part A of title IV of the 
Social Security Act (42 U.S.C. t 601 et seq.) to create a new 
sectlon 404 (c), which would permit states to impose duratlonal 
residency requirements for the receipt of welfare benefits. 
Specifically, § 404Cc) would allow a state to provide families that 
have lived in the state for less than 12 months with the level of 
benefits, if any, that the families would have received 1n tnelr 
prior states of resIdence. Similarly, section 2003 of the bill 
creates a new Title XV of the social Security Act, which would 
allow states to impose durational residency requirements in their 
Medicaid programs: new t 1502(b)(4) permIts a state to limit the 
duration and scope of Medicaid benefits for reside"ts who have 
lived in the state less than 180 days to those benefits the 
residents would have received in their states of prior residence. 
See also new section 402(a)(1)(8)(1) (requiring state plans to 
i"dicate whether the state intends to treat new state residents 
differently from other state residents, and if so, how). 

The Supreme Court has held that a state impermissibly burdens 
the right to interstate travel when it denies newcomers the ·same 
right to vital government benefits and privileges • • • as are 
enjoyed by other residents.· Memorial Hosg. y. Maricopa county, 
415 U.S. 250, 261 (1974) (one-year residency requirement for free 
nonemergency medical care invalid as penalty on right to interstate \' 
travel): see also Shapiro y. Thompson, 394 U.S. 618 (1969) sf' . 
(invalidating one-year residency requ1rement for wlfare benefits). ;-y...V< to ~.;J 
This is true even where the state acts, as it would here, pursuant .• ~' ~ 

't" 'iJ,:r..f ~ 
~Ii 
~ 
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to congresSional authori28tion. ~ ShapIro, 394 u.s. at 641. In 
a related 11ne of caSQS, the Supreme Court has used a different 
rationale to come to the same conclusion, holdinq that distinctions 
based on length of residence violate the Equal Protection Clause 
under rational basis review. ~, ~, Zobel y. Williams, 457 U.S. 
55 (1982) (state lacks rational and permissible interest in 
granting incrementally hIgher oil revenue dividend payments to 
residents of longer duration).' 

Recent lower court cases have invalidated laws that, like \ 
those contemplated by the bill, limit new residents to the level of 
benefits they received in their prior states. ~ Mitchell y. 
Steffen, 504 N.W.2d 198 (Mtnn. 1993), cert. denied, 114 S. ct. 90~ 
(1994); Aymick y. Bane, 612 N.~.S.2d 766 (1994); Green y. Anderson, 
811 F. Supp. 516 (E.D. Cal. 1993), aff'd, 26 F.3d 95 (9th eir. 
1994), vacated on procedural grounds, 115 S. Ct. 1059 (1995). ~\ 
~ Jones VI Milwaukee County, 485 N.W.2d 21 (Wis. 1992). The 
argument that such laws might be described as "neutral" with 
respect to travel, insofar as they provide equivalent benefits to 
those available 1n the state of prior residence, was rejected by ( 
those courts. Mitchell, 504 N.W.2d at 201-202; Aumick, 612 \. 
N.Y.S.2d at 772-73; Green, 811 F. Supp. at 521. As noted in Green, ~~ 
811 F. Supp. 521, because the cost ot' living differs between)'vr"\~' 
states, such laws might not always provide new residents Itlth 1 .... ~ 
benefits equal to those previously received in sny meaningful r/' 
sense. More fundamentally, however, two-tiered benefits systems 
disadvantage new state reSidents relative to older state residents: 

[U)nder the cases the relevant comparison is not between 
recent resident~ of the state of california 'and residents 
of other states •••• It i9 because the measure treats] 
recent reSidents of California different than other 
California residents, and involves the basic necessities M~ ~ 
of life, that it pIeces a penalty on migration. "aCM.~ • 

~ Under existing case law, this is the dispositive comparison, 
because it reveals -discriminat[ion] only against those who have 
recently exercised the rIght to travel.- sea ZQbel, 457 U.S. at 5S ~11v' ;1 
n. 5; see also Memorial Ho§pitaJ" 415 U.S. at 261 ("right of ~IA' 

'f"> ;1 i l t..... 
1 The rna::! ority opinion in Zobel asserted that the right· to \..a h~ 

travel was grounded in the Bqual Protection Clause: "In reality, 
right to travel analysis refers to little more than a particular 
application of equal protection analysis. Right to travel cases 
have examined, in equal protection terms, state distinctions 
between newcomers and longer term residents." 457 U.S. at 60 n.6. 
In her concurring opinion, Justice O'connor argued that the right 
predated the Constitution and was preserved by the Privileges and 
Immunities Clause of Article xv. Justice Brennan suggested the 
right might derive tram the Commerce Clause or the Privileges and 
Immunities Clause of the Fourteenth Amendment. 

2 
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interstate travel must be seen 85 insuring new residents the same 
right to vital government benefIts and privileges in the state to 
which they migrate 8S are enjoyed by other resldent9~'. 

Accordingly, under this line of authority, the durational 
residency requirement of H.R. 3507 can be sustained only if 
narrowly tailored to serve a compelling goverQmental interest, a 
burden that is extremely difficult to satisfy. ~ Shaplro, 394 
U.S at 627-638 (rejecting variety of budgetary and administrative 
interests as impermissible Or non-compelling). 

Denial of road Stamp Benefits to eitiaep Children of Qpqualified 
Aliena 

enjoys SUbstantial authorjt~ to classify on ~~~ 
specifically, to lim 11it I~_~:~ 

r rams ~ Mathews y. Diaz I v-- \ ~ro... 
~~~i-!!-~~::';::'m7i!;6~);:t-,~'i:t~h-=8'";:'t'--"a~u~t~h~o':!'r::7-i tt'y~":e~n:'5di::s:=-' once cit !zenshi pis ~ vA. riro 

attained. ~ Schneider y. RYik, 377 O.S. 163, 166 (1964)" 0\ ,lP 
(Congress' broad discretion to impose condItIons precedent to entry {\."" 
and naturalization expires once an individual attains citizenship 
by naturalization: RThe simple power of the national Legislature, 
Is to prescribe a uniform rule of naturalization, and the exercise 
of this power exhausts it, So far as respects the individual." 
(citing Qsborn v. Bank of United States, 22 U.S, (9 Wheat.) 738, 
827 (1824»). The Constitution guarantees that every person born 
in the United States becomes a citizen of thIs country, regardless 
of hls or her parentage. U.s. Const. amend. XIV, cl. lJ see al~g 
United States v. Wong Kim Ark, 169 U.S. 649, 693 (1898) 
(citizenship clause -affirms the ancient and fundamental rule of 
citizenship by birth within the territoryW); Roger5 y. Bellel, 401 
U.S. 815, 829-30 (1971): 14 Cp. Atty. Gen. 154, 155 (1872) (-As a 
general rule, a person born in thIs country, though of alien 
parents who have never been naturalized, is, under our law, deemed 
a c1 tizen of the United states by reason of the place of his 
birth"). This precious right of citizenship, once acquired, cannot 
be wsh1fted, canceled, or dUuted at the will of the Federal 
Government, the states, ot' any other governmental unit... Afrovim 

3 '" ~\.U ~~ iW(~Va-J-
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y. Rusk, 387 U.S. 253, 262 (1967). 

immuta e trait -- n es r. e upreme our ma e 
e suspect nature of such classificat ons clear in Qyams v. 

California, 332 U.S. 633 (1948), where it invalidated a state law )1Wl w~ 
restricting the ability of citizen children of allen parents to own (I\. clal11t. 
land. Concluding that discrimination between cit1a:ens on the basis ":''''''t. IuJr -
of their racial descent is justifiable under ·only the most ,VVI'IIVt..-r. 
exceptional circumstances,· 334 U.S. at 646, the Court appl1ed a 
strict scrutiny standard of review to classifications based upon 
ancestry. See also Massachysetts ed. of Retirement v. Myrgia, 427 
U.S. 307, 312 and n.4 (1976) (1nclu,ding ancestry as a suspect 
classiflcation requiring strict scrutiny); Graham y. Richardson, 
403 U.s. 365, 372 and n.5 (1971) (citing Qyamq for propositlon that 
c1sssification~ based on nationality are ·inherent1y suspect and 
subject to close judicial scrutiny·). 

In the context of public assIstance bene!! ts, lower federal \\ 
courts and state courts have applied strict scrutiny to reject 
legislative schemes which operate to deny benefits to the cit12en 
children of ineligible aliens. ~ Fuentes y. WbitQ, 709 F. Supp. 
1026, 1030 (D. Kan. 1989) (confirming that state policy of denyinq 
food stamps and medical benef! ts to ci tizen Children of /rv lL,K 
undocumented aliens violated the Equal Protection Clause): f ~ 
Intcermoyntain Hea1tn Care, Jnc. y. Boord of S;:ommissioners of 91alne ~IA.J 
Coynty, 707 P.4Id 1051, 1054 (IdahO 1985) (Donaldson, C.J., k.iLo. "" ' 
specially concurring) (same: denial of medical indigency benefits); ~W'"':' 
Darces y. Woods, 679 P.2d 458 (Cal. 1984) (same; AFDC benefits); ~ il 
~ Lewis y. Grlnker, 965 F.2d 1206, 1217 (2d Cir. 1992) (noting ~ UIt,,,f7 

that "serious equal protection questions· would be raised if 
federal statute were construed to deny automatic eligibility for . 
Medicaid benefits to citiZen children of illegal aliens). As the 
California Supreme Court pointed out in parces, citizen children of 
undocumented aliens ·constitute a discrete minority" and -are 
classified on the basis of an immutable trait -- they cannot 
forsake their birth into an undocumented family." 679 P.2d at 473. 
Citing a long line of Supreme Court cases, including Oyama, which 
impose strict scrutiny for classifications based upon national 
origin or ancestry, the California Court conCluded that strict 
scrutiny was warranted. ~ Cpmpare Lyng v. International Union, 
United Automobile. Aerospac~! & Agricultyral Implem@ot WOrkers of 
America, 485 U.S. 360, 370 (provision denying food stamp benefits 
to households in which one member Is on strike did not -affect with 
particularity any protected clas9,· and was therefore reviewed, and 
upheld, under rational baSis standard). 

I 

wou 
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the compelling interest requirement could be satisfied in th1s 
context, as no court faced with a similar clasaificatlon has found 
any proposed state justification sufficient under this standard. 
See, e.g' L Darc~s, 679 P.2d at 473-74: Fyeptes, 700 F. Supp. at 
1030. 

Indeed, even under a more lenient standard, this 
classification would be unlikely to survive constitutional 
scrutiny. As the Supreme Court explained In Weber v. aetna] ~.,y .... 
Casualty" Surety Co., 406 U.S. 164 (1972), where it invalidated a lMA.4 
state statute that discriminated aga1nst illegitimate children, i w(lV",-L 
penalizing a child is an impermissible means of attempting to 
affect the parent's conduct: 

(I )mposing disabilities on the i11egi timate child is 
contrary to the baSic concept of our system that legal 
burdens should bear some relationship to individual 
responsibility or wrongeloing. Obviously, no child is 
responsible for his birth and penalizing the illegitimate 
child is an ineffectual -- as well as an unjust -- way of 
deterring· the pa~ent. Courts are powerless to prevent 
the social opprobrium suffered by these hapless chIldren, 
but the Equal Protection Clause does enable us to strike 
down discriminatory laws relat.tng to status Of birth 
where --as in this case -- the classification IS 
justified by nd legitimate state interest, compelling or 
otherwise. 

~ at 175-16. ~ Plyler y. Doe, 457 U.S. 202 (1982) 
(invalidating state's denial of public education benefits to 
undocumented alien children under higher standard than ordinary 
rational review: Supreme Court acknowledged "special constitutional 
sensitivity" of case, due to the state's penalization of innocent 
minors and the importance of the public benefits in question). 
51mllarly, cItizen Children living in homes with undocumented 
aliens are neither responsible for nor able to control the allen 
status of their parents or siblings. In light of the 
constitutional standards reviewed here, punishing the innocent 
citizen children or siblings of undocumented aliens seems an 
impermissible means to effectuate congress's legitimate interest In 
deterring undocumented aliens from entering this country. 

state Au~bority ~o Limit Eligibility of Nqpcitlwugs 

Section 412 of the bill permits states to ~~b11Sh 
eligibility standards for certain cate~ories ot aliens seeking 
s·tate welfare benefits. Sect10n 422 oErie bill authoriZes states 
to app1y so called • income deem1ng" rules to restrict the 
eligibility of otherwise qualified aliens. Under such rules, the 
income of an lien'S·$ nsor" would be attrIbuted to the alien for 
pur ses of deter in . 1 t or sta e s. 

5 
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Although the Federal Government admittedly has broad 
constitutional power to determine what aliens shall be 
admitted to the United states, the period they may 
remain, and the terms and conditions of their 
naturalization, Congress does not have the power to 
authorize the individual States to Violate the Equal 
Protection Clause. 

403 U.S. at 382 (oiting Shapiro v. ThoPlP~on, 394 U.S. 618,641 
(1969». 

The fact that I Graham involved state restrictions on alien 
eligibility for federal welfare benefits rather than sta~ welfare 
benefits does not, we believe, alter the Equal Protection analysis 
applicable to such restrictions. Graham made clear that strict] 
scrutiny should be applied to such classifications because 
.. [a)liens as a class are a prime example of a . discrete and 
Insular' minority for whom such heightened judicial solicitude is 
appropriate." 403 U.S. at 372 (c1t1ng United states v, Carolene 
Products Co., 304 U.S. 144, 152-153, n.4 (1938)). 


