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Tarplin @ 690-7380 @ fax 

cc: 
Subject: Today's Houston Chronicle Story 

Panel OKs private option for 
welfare screening 

Critics fear profits would override access 

By POLLY ROSS HUGHES 
Copyright 1 997 Houston Chronicle Austin Bureau 

AUSTIN -- In spite of public testimony urging lawmakers to 
prevent private companies from screening Texas welfare 
applicants, a state Senate panel Wednesday approyed a bill 
leaving that option open. 

Groups representing churches, health care consumers, the 
needy and state workers told members of the Health and 
Human Services Committee they fear private companies 
would put corporate profits above public needs, would 
reduce access to benefits and would not be held 
accountable to taxpayers. 

"There's a good chance that we may convert the system of 
public welfare, and there's a realistic danger the taxpayers of 
Texas will get fleeced," said Bill Beardall, a lawyer with the 
Texas Appleseed Advocacy Fund, which provides legal 
assistance for the poor. "We want to make sure that doesn't 
happen." 

The bill, sponsored by Sen. Bill Ratliff, R-Mount Pleasant, 
and backed by Gov. George W. Bush, calls for private 
companies to help streamline a computer system to screen 
applicants for welfare programs. The new system is billed as 
a one-stop shopping approach for applicants and would 
match welfare apphcants with work programs. 

But the bill also leaves the door open for Texas to eventually 
go ahead with a more sweeping privatization project worth 
$2 billion over five years. That proposal has been rejected 
by the federal government, but some Texas lawmakers are 
trymg to reverse that decision 



Texas' original privatization project, which is at the heart of a 
dispute between Bush and the Clinton administration, calls 
for private corporations to actually operate Texas' system 
and screen applicants for an assortment of welfare-related 
programs. 

"We're interested in achieving our goals, which include 
finding innovative ways to save taxpayers' dollars and 
improve services for needy Texans," said Bush spokesman 
Ray Sullivan. "We also want to preserve our options for the 
future ... 

On Tuesday, the U.S. Department of Health and Human 
Services sent a letter formally rejecting key parts of Bush's 
original privatization plan, saying federal law requires 
government employees, rather than private ones, to decide 
who is eligible for Medicaid and food stamp benefits. 

"The status quo is completely unacceptable," said Bush, who 
blames national labor unions for influencing the decision. 
"The White House cratered under political pressure." 

Meanwhile in Washington, conservative lawmakers who 
support the Bush privatization plan are expected to meet 
with White House chief of staff Erskine Bowles on Friday to 
discuss their irritation with the president's decision. 

Bowles is also hoping to meet the same day with several 
Democrats led by Rep. Sheila Jackson Lee of Houston who 
oppose the governor's plan. 

"The Clinton administration has already ruled that the 
determination of eligibility for state programs may not be 
privatized," Jo Smith, representing the League of Women 
Voters of Texas, told state senators at the Wednesday 
hearing. 

"The league agrees with that ruling," she added. "A 
corporation's first loyalty, under law, is to its shareholders, 
rather than the private citizens of the state of Texas." 

Sue Thornton, legislative consultant for Texas Impact, which 
represents Protestant, Jewish and Greek Orthodox 
denominations, said religious groups cannot handle the extra 
burden welfare reform is placing on them. She also said 
private companies would start to deny benefits the moment 
economic times force case loads up. 

"Our nets are bulging right now," she said. "Volunteers are 
not trained case workers. We're concerned we may achieve 
profits by reducing client access." 

Lisa McGiffert, who lobbies on health issues for Consumers 
Union, pointed out that the bill does not allow for public 



debate on what plan ultimately results from it. 

"We also would like to see a change to limit the scope to 
automation," she said. 

Roy Evans, a state employee from EI Paso, said as a state 
worker who determines eligibility for welfare applicants, he 
is privy to highly sensitive information such as Internal 
Revenue Service, immigration, medical and child support 
records. 

While he is subject to felony prosecution for breaching the 
confidentiality of such records, he said Ratliff's measure 
contains no such safeguards. 

Mike Gross, an organizer with the Texas State Employees 
Union, said the specter of privatization of welfare eligibility in 
Texas is "radical, unprecedented and probably irrevocable." 

He estimates the plan could result in the loss of 5,000 to 
1 0,000 state jobs. 

Members of the Health and Human Services Committee, 
which approved the bill 9-0, sending it to the full Senate, 
heara from Ratliff that the bill's initial focus would be hiring a 
private company to design a better computer system for the 
state. 

"Recent communications at the federal level have drawn that 
line, and I'm prepared to live With whatever that IS," said 
Ratliff. "I'm just not sure we can draw that line today." 

Yet, Ratliff faced persistent questions from Sen. Mike 
Moncrief, D-Fort Worth, who intends to offer an 
amendment to scale the bill back to a simple automation 
project. 

"I want quality of care to be first and foremost and the 
bottom line not to be the primary consideration," Moncrief 
said. 

~
f the Senate passes the bill. it will go to the House, which 

'7 has already passed a far more modest version allowing 
private companies to provide computer and software but 
not to screen welfare applicants. 

That bill's sponsor -- Rep. Robert Junell, D-San Angelo -­
was not available to comment on Ratliff's bill Wednesday. 
However, earlier he indicated he would call for a conference 
committee to work out a compromise. 

Chronicle reporter Bennett Roth contributed to this story. 
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The Honorable William Jefferson Clinton 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mr. President: 

May 13; 1997 

We would like to encourage yoil to disallow the portion of the Texas Welfare Plan that involves 
the Texas Integrated Eligibility System (TIES) presented to the Administration for approval. 

We believe the TIES plan, which would allow a private company by automation to decide which 
. applicants would receive public assistance, should and must be disallowed. The State of Texas haS 

690,000 recipients of its Aid to Families and Dependents, and 1.4 million recipients of food stamps who 
would be adversely affected by this change. 

The need to provide adequate service to the poor is of vita! importance and we concur that it is 
not a function that can be left solely to private entities under this particular plan. Some private entities 
may not hold the same interest as well-trained social service professionals in providing assistance to those 
who are less fortunate in our communities. 

As local, state, and national governments work to address deficit issues in creative and innovative 
ways. we should all be mindful of the mission and purpose of the social service system. By your example, 
it' is clear that reducing cosfs and reforming welfare should not mean the abdication of authority in a 
critical area of public policy. It is important that the process of eligibility determination be a considered, 
fair, and humanistic process. 

While welfare reform has wide-spread support, there is a right way and a wrong way to implement 
such reform. Therefore, since we understand that a meeting has been requested by those who support 
TIES, we are requesting a meeting with the Administration to present the opposing view as supported by 
legisl~tion being offered in the Texas legislature. 

Thank you for your consideration. We appreciate your office contacting Kathi Wilkes at 225-3816 . 
for the meeting to be arranged. 

Thank you once again for your leadership on this issue. 

Sincerely, 

cc: Erskine Bowles 
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Clinton Promises 
Trying to provide better health 

care coverage for some 150,000 needy 
children, Texas Governor George W. 
Bush wants to generate some savings 
by spending less on welfare adminis­
tration. After nine months of stalling, 
the Clinton White House has just 
turned him down. 

, This is the same Bill Clmton who 
famously promised "to end welfare as 
we know it. .. This is the same Bill Clin­
ton who has been pressing to expand 
health coverage for poor children, in­
sisting . that the budget agreement 
with Congress earmark $18 billion for 
that purpose. This is the same Bill 
Clinton who during last year's election 
ca,mpaign signed a welfare reform bill 
supposedly giving wide discretion to 
the states. In the end, though, this 
same Bill Clinton oven:uled his own 
Cabinet to side with his reactionary 
union allies. 

The story is worth recounting sim' 
pry to show what it's like to negotiate 
with our present President, but also be­
cause it has huge potential implica­
tions for welfare reform nationwide. 
The administrative costs that Gover­
nor Bush wants to pare in Texas cost 
federal and state governments a whop­
ping $28 billion a year-to deliver $250 
billion a year in welfare benefits. Sev­
eral governors are conVinced these ad­
ministrative.functions could be priva­
tized, with likely administrative sav­
ings of 20% to 35%. 

Many states are 'already experi­
menting with contracting out parts of 
their welfare apparatus. Thirty states 
use Lockheed Martin 'to collect child 
support payments, for example, and 
the 'company also runs the federal 
computer to find deadbeat dads. Max­
imus Corp. of McLean, Va., which 
helps run local· welfare offices for 
states, has doubled in size in the past 
year. Wisconsin is allowing both pri­
vate companies and nonprofits such as 
Goodwill Industries to bid on screen­
ing, training and placing welfare re­
cipients in. jobs. California and Ari­
zona have plans similar to that just ve­
toed in Texas .. 

Paring state bureaucracies, of 
. course, is anathema to public em­

ployee unions; to them the loss of state 
jobs spells smaller union dues and less 
political clout. When Governor Bush 
and Texas legislators decided to con­
tract with private firms to set up one­
stop assistance bureaus that would al­
low recipients to apply for all their 
benefits at once, the unions went bal­
listic. Their radio ads featured the 
sound of exploding bombs; "Texas is 
under attack. They're coming after 

us," an announcer intoned. "The guys 
who brought us the $3,000 toilet seat 
are trying to take over public services 
for families, children and seniors_'" 

Worried that Governor Bush's plan 
would create a bandwagon effect in 
other states, the unions· helped con­
vince the White House to sit for nine 
months on his request for a federal 
waiver. On March 28; President'Clin­
ton met at the White House to discuss 
the Texas welfare plan with four union 
leaders, including AFL-CIO President 
John Sweeney. 

In April, a memo to the President 
warned that "we must give ·Texas an 
answer immediately." The me.mo­
signed by Health and Human Services. 
Secretary Donna Shalala, Agriculture 
Secretary Dan Glickman an!! White 
House domestic policy adviser 'J;lruce 
Reed-observed that "the state has 
engaged in good faith discussions with '. 
various agencies for more than nine 
months, and state officials are now 
publicly criticizing the' administra­
tion." It suggested the White House 
approve a compromise plan, giving 
Texas leeway on administration of in­
cOme supports while barring· private 
workers from the food stamp and Med­
icaid programs, on which the welfare . 
reform bill provided tighter federal 
regulation. 

"As you know, labor leaders would 
like us to refuse the Texas request en­
tirely," the memo read. "They see . 
even limited privatization as a dan~ 
gerous precedent and have made clear 
they view this deCision as critically 
important to public employee unions." 
On May 5, Governor Bush firedoff an 
angry letter to Secretary Shalala com­
plaining about "double talk and run­
arounds." And last Friday, Governor . 
Bush finally got his answer: No .. 

Mr. Clinton rejected not only the 
Texas waiver, but also the compro­
mise proposed by his own Cabinet of­
ficials. At a news briefing Ms. Silalala 
explained that only state employees 
could determine eligibility for federal 

. prograins. Governor Bush's office crit­
icized the White House for "letting its 
waiver policy be .determined by ·the 
AFL-cIO." 

For· ull· the Clinton· welfare 
promises, and all the ballyhoo about 
the welfare reform bill, the Clinton 
White House is now fighting a rear­
guard action to save· welfare as we 
know it. We have to wonder what this 
says about whether the White House 
will make a good-faith effort to honor 
the federal budget agreement now be­
ing ballyhooed as welfare reform was 
a year ago: 

THE WALL STREETiJOURNAL 
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Kasparov's Brain 
The scariest thing about Garry 

Kasparov's encounter with Big Blue 
was Kasparov's brain. It is not the sort 
of thing we often get a chance to see so 
clearly. 

On one side of the chessboard was 
a 2,800 pound IBM RS/6000 SP super­
computer rigged with more than 500 
microprocessors capable of analyzing 
about 200 million chess positions every 
second, And on the other side sat a man 
who looks pretty much like anyone of ' 
us, except that-he isn't one of us: 

Kasparov's brain lives in that same 
intense ether of hu­
man achievement 
that also gave uS 
Mozart's notations, 
Einstein's ,calcula­
tions and the colors 
seen only in 
Monet's mind's 
eye, Normally, we 
appreciate such ge­
nius merely by 
gawking, But by 
pitting himself Garry Kasparov 
against Deep Blue-with ail these par­
allel processors crunching all the 
imaginable gambits a small army of 
grandmasters could pour into it­
Garry Kasparov let us sense the power 
and potential of our kind. 

That on any given day Kasparov 
might win, lose or draw 'with Deep 
Blue hardly matters, Deep Blue's face­
off with history's greatest chess mas­
ter was an event redolent of optimism 
and hope, Which is to say we're not in­
clined to lose much sleep over, 
mankind's impending prostration be' 
fore machines of its own devising, But 
so far that has indeed been this event's 
metaphor-men battling machines for 
"control." Ultimately, it's a wasteful, 
destructive notion, 

This is Sierra-Club thinking. It is 

technology as threat-cold, inanimate 
and inherently meriting our suspicion. 
Poor Kasparov is driven to his knees by 
the faceless technicians behind Big 
Blue's curtain; this is high·tech via 
Hollywood. It is the world of Robocop, 
Frankenstein or the Terminator ,'Who ' 
at film's. end is reduced to a single, 
metallic clawed hand, preprogrammed I 

, 'microprocessors driving it forward to 
destroy two helpless humans. 

That may be entertainment, but the 
presumably more rational world of pol- ' 
itics and policymaking has contributed 
to the fear, often: creating in the late 
20th century a climate of almost pre­
medieval spookiness about science 
and technology. In·this country, it de­
stroyed the nuclear power industry 
and turns courtrooms into cauldrons of 
scientific superstition; across Europe 
people cower today at the hobgoblin of 
bioengineered foods. ' Alarmed at the 
growth of these phobiaS, the New 
York Academy of SCiences not long 
ago convened a symposium on them 
and published its papers in a valuable 
collection titled "The Flight From Sci­
ence and Reason." 

mM's supercomputer Deep Blue 
does not exist to conquer or humble 
the world's chess champion. ,Deep 
Blue, or massively powerful technolo­
gies similar to it, are typicatly used to­
day to discover new drug therapies by 
sorting quickly through hundredS of 
chemical combinations that once re­
quired months of human tedium. 

The creation of Deep Blue, in short, 
is a marvelous human achievement. 
Its creators deserve our admiration. 
That it took so many of them so long to 
combine such awesome computing 
power in a way that could stand up to 
one human genius is reason on all 
sides for humility-an occasionally 

, useful virtue in times such as these. 

Asides 
Conservative Cat 

These last few days had been very 
distracting for the British nation, The 
great debate on the future of Europe 
and'England's pl,ace in it had to be put 
aside; the bigger issue was the man­
~ion at 10 Downing Street and 
Humphrey's place in it. \Vould the 
black and white stray who had set up 
residency with the Majors and been 
awarded the title of Chief Mouser now 
be evicted by the new chatelaine­
quoted as finding cats "unhygienic?" 
A photo-op of Cherie Blair clutching 

, Humphrey and saying she was mis­
quoted was needed to placate Eng­
land's ,4,9 million cat-dominated 

'households-there's a reason this na­
tion birthed "cats." No doubt Mrs. 
Blair promptly went off to scrub and 
pop a handful of allergy pills, 
Humphrey, we are happy to report;, 
was not taken in by this public dis­
avowal of past beliefs, unlike many of 
,his countrymen. RefUSing to sup with 
socialists, he went down to st. James's 
Park on Sunday and caught himself a 
baby duckling, 

THE WALL STREETt JOURNAL, 
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May 13. 1997 

NOTE TO BARRY TOIV: 

We are sending the attached letter to the Commissioner of Texas Department of Social Services 
at approxhnately 2:30 p.m. today. The letter only restates the issues and guidance we 
discussed in the May 2 meeting with Commissioner McKinney. 

I've also attached the current Q&As on the Texas TIES project. in general. in case Mike does 
get questions at his briefmg. We'll send more after the letter is sent. 

Please let me know if you have any questions. 

Tbankyou. 

Melissa Skolfield 

~003 
~002 
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DRAFT 

Michael D. McKinney, M.D. 
Corrunissioner 

DHHS/ASPA 

Texas Health and Human Services Commission 
P.o. Box 13247 
Austin, Texas 78711 

Dear Corrunissioner McKinney: 

I am wri ting to follow up on OUI most recent meet:ing and to' 
respond to your letter dated March 5, 1997 to me conce,rning the 
Texas Integrated Enrollment Services (TIES) project. You asked 
that I provide, on behalf of the Administration, gu{dance under 
which Texas could release the TIES request for offers (RFO), if 
it so chooses. 

In this letter, I describe the current status of our discussions, 
the flexibility available to the State under current law, the 
limitations regarding functions which must be performed by State 
merit' system employees, and next steps in the process of moving 
forward with .the TIES project. Because Texas is conSidering an 
integrated eligibility system, I address both Medicaid and Food 
Stamp pOlicy in this letter, the content and language of which 
have been approved by the Department of Agriculture. Official 
notification by the Food and Consumer Service (FCS) of the 
Department of Agriculture will be prOVided to you by the FCS 
regional office. 

Current Status of Our Discussions 

Our staffs have been working together to resolve many issues 
related to the development of the TIES project, a hi<;rhly complex 
undertaking by the State that involves the integration of three 
large Federal programs (Temporary Assistance for Needy Families, 
Medicaid and Food Stamps), as well as a number of other Federal 
and State programs. The State has submitted for review a draft 
RFO which seeks innovative approaches to the delivery of public 
services. Th~ draft RFO calls for propdsals which would replace 
the State's computer system and which would re-engin'~er the 
methods by Which eligibility is determined. Among the important 
technical and policy issues potentially raised by the draft RFO 
is the fundamental questiOn of the extent to which functions 
historically performed by State merit system employees could be 
performed by private contractors. 

The State has not submitted an actual proposal to privatize State 
functions, nor requested a waiver of any Federal statutes or 
regulations. Rather, we have engaged in discussions so that the 
State would be in a position to communicate to the vendor 

IgJ 004 
~uu~ 
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Page 2 - Commissioner McKinney 

communi1:Y any restrictions regarding those activities ,.hich could 
be performed by non-merit system, non-St,ate employees 
(hereinafter "non-public employees"). Recognizing tha't you did 
not express interest in discussing a time-limited~ sub-State 
demonstration during last week's meeting, this letter addresses 
the 'limitations set forth in Food Stamp and Medicaid law and 
regulations. 

Flexibility Available in Current Statutes arid ReguLations 

Cur:i:ent Food Stamp and Medicaid statutes, regulations and 
precedent provide the State with the opportunity to automate and 
re-engineer business processes, as well as to use contract staff 
to perform a number of fUnctions. Such functions inClude design, 
devel.opment and ope'ration' of the large' and complex information 
system which the State expects to implement in TIES. The State 
could also employ contract staff to develop and recommend an 
integrated and re-engineered eligibility process for the programs 
included in TIES. Contract staff could provide training and 
assist management in the transition to TIES. In addition, as you 
know, Texas has very broad authori ty to administer the Temporary 
Assistance for Needy Families (TANF) program and, With respect to 
the administration of TANF, can use non-public employ'~es without.: 
limitation. 

Therefore, significant opportunities exist for the State to take 
advantage of the efficiencies and expertise available through the 
vendor community in developing and administering TIES. There 
are, however, limitations imposed by law on contractor 
involvement related to client certification and eligibility 
determinati~n, as described below, 

Extent of Work by Non-Public Employees 

Section 1902 of the Social Security Act and section 11 (e) (6) of 
the Food Stamp Act and implementing regulations refle,ct the 
principle that most activities included in the eligibility 
determination process (referred to as the certification process 
in the' Food Stamp Act) must be performed by public agencies. A 
non-public employee may not take actions involving discretion or 
value judgments, including all elements of the eligibility 
determination process that relate to the evaluation e)f 
information provided by an applicant or bearing on the 
eligibility decision. 

Redesigning the eligibility determination pr6cess could have the 
effect of merging discretionary and non-discretionary activities. 

Whereas previously a series of separable administrative steps 
occurred as part of the eligibility determination process, 
current technology may enable the State to combine multiple steps 
into a single, seamless process. The initial cO'ntact, ' 
application, data entry, interview process, request for and 

I4J 005 
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evaluation of appropriate documentation, as well ~s the resulting 
eligibility decision and benefit calculation, may no longer 
necessarily be separable and sequential steps. To attempt to 
separate certain portions of the eligibility determination 
process for the purpose of isolating individual activities 
involving discretion would seem to defeat the State's purpose in 
integrating and streamlining program enrollment. 

It is more appropriate to restate the intent of these provisions 
-- i.e., in an integrated and streamlined process, most if not 
all activities involving personal contact with an applicant or 
recipient, including data entry during an interactive discussion 
with the applicant, have the potential to involve the use of 
discretion or judgment, and to directly influence or affect the 
eligibility determination process. Ther.efore, these Clctivities, 
and any other activities in which specific eligibility criteria 
are discussed with an applicant or eligibility-related 
information is collected and evaluated, must be perfo;cmed by a 
State merit system employee. . 

As we discussed in our meeting, there are narrow instances in 
which Medicaid and Food Stamp law and. regulations permit 
involvement of non-public employees for the purpose of expanding 
Bnd enhancing State outreach efforts. In the outstationing 
provisions of the Medicaid program, ·non-public employees are 
permitted to perform a number of initial processing activities, 
but are not permitted to evaluate the information presented by 
the applicant, or make the actual eligibility determination. 
Under the Food Stamp Program, volunteers may simply assist 
potential clients in filing applications with the State. In both 
cases, these non-public employees are precluded from engaging in 
activities that could have the effect of screening oet potential 
applicants. Activities involving the use of discretion that 
co~ld result in potential applicants being screened out must be 
performed by State merit system employees. A significant non­
State presence in the integrated enrollment process could result 
in some screening out of potential applicants by non-public 
employees. 

Possible NeKt Steps 

The state may release the draft RFO, under the condition that the 
State include the applicable language from this letter in the 
draft RfO. HHS will approve Federal matching funds for project 
planning activities for the costs incurred through the planning 
phase. 

In order for HHS to consider approving and funding a contr.act 
which may result from release of the RFO, the State must submit 
an implementation advanced planning document (IAPD) for HHS' 
prior approval following the solicitation process, in accordance 

{gJ006 
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with the rules at 45 eFR Part 95, Subpart F. The IAPD must meet 

Page 4 - Commissioner McKinney 

the requirements specified in the cited rules and provide a 
rigorous and positive cost benefit analysis for the project. The 
State may want to advise potential of ferors to make use of HHS' 
cost benefit analysis guidance for State systems. We will 
consider KHS funding for the actual project itself at such time 
as the State submits an IAPD for approval by the Federal 
agencies. 

HKS and USDA staff ar8 available to continue their ongoing 
discussions with your office. Mark Ragan, Director of the Office 
of State Systems, Administration for Children and Families or his 
staff will be in contact with your office shortly. Ruthie 
Jackson, FeS Regional Administrator will also be in contact with 
your· office to advise you of FeS funding. 

I want to express my appreciation for your understanding of the 
complex issues raised during our consideration of the TIES 
project. I also appreciate the time and effort you and your 
staff have contributed towards moving these issues to resolution. 
If you have any questions concerning the content of this letter, 

please do not. hesitate to call me or Mr. Ragan at (202) 401-6960. 

Sincerely, 

Kevin Thurm 

141 007 
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CLOSE HOLD - For Internal Use Only 

Questions and Answers on Texas TIES 

Q As some Republicans in Congress have suggested, doesn't your guidancf: contradict the 
welfare reform bill which grants states the flexibility to run their own programs? 

A No. Based on the welfare law that the President signed in August, Texas already has 
the authority to proceed now with the welfare portion of their proposal. However, 
Congress and the President retained the laws on Medicaid and Food Stamps because 
they have different missions and serve different people. Our guidance to Texas is 
consistent with current law: 

Remember, Texas is proposing a big, complex undertaking that involves three large 
programs: cash assistance, Medicaid and Food Stamps, which are overseen by two 
separate federal departments and which have different rules and regulat'lons.We want 
to move forward to help the State make its programs efficient, but we must be 
consistent with current law and protect beneficiaries. And we have tolel the State that 
they can proceed with their RFO based on the conditions we discussed, i.e. consistent 
with all of the relevant statutes and regulations governing cash assistan(;e, Medicaid and 
Food Stamps, 

This Administration has a long record of supporting state flexibility. We granted 80 
waivers to 43 states to test innovative strategies to move people from welfare to work. 
We have granted 13 Medicaid waivers to help states make their programs more efficient 
and effective. Arid President Clinton signed the welfare law last year that gives states 
additional flexibility to design their cash assistance programs. Howev,!r, we must be 
consistent with current law and the President's first priority is to protect beneficiaries of 
these programs. 

Q Some members of the House of Representatives are talking about a bill to approve the 
Texas project. Would you oppose legislation? 

A It is unwise for Congress to legislate on administrative actions that should be worked 
out between program agencies and our state partner. Based on the welfare law that the 
Presidellt signed in August, Texas already has the authority to proceed now with the 
welfare portion of their proposal. However, Congress and the President retained the 
laws on Medicaid and Food Stamps because they have different missions and serve 
different people. 

We want to help Texas move forward to make its programs efficient. but we must be 
consistent with current law and protect the beneficiaries of the three federal programs -
cash assistance, Medicaid and Food Stamps - which have different !lIles and 
regulations. Today we provided a letter to the State recounting the options we presented 
at a meeting with Commissioner McKinney last week and we have told Texas that the 
State could proceed with its Request for Offers (RFO), under the conditions we 
discussed. 

141008 
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Q What took you so long in reaching a decision? 

A This is a very complicated project involving multiple federal benefit programs and 
federal agencies. It is not easy to attempt to integrate these programs into one system. 
We wanted to carefully consider the many statutory and regulatory provisions in these 
federal programs to determine the extent of our legal authority. As you may know, 
under the new welfare law, the states have the flexibility to design the administration of 
their cash assistance programs. Yet, Congress and the President retained the laws on 
Medicaid and Food Stamps because they have different missions and serve different 
people. And we carefully considered what would be in the best interests of protecting 
the rights of the beneticiaries of these three different federal programs. 

Because this project does involve the concept of privatization, we felt it. was important 
to clearly state the statutory requirements relating to public vs. private 1!ligibility 
detennination for the various programs involved. We read the statutes for these 
programs as requiring that eligibility determination be in the hands of state 
administrators. Making decisions about the eligibility of needy people for benefits is 
one of the most fundamental functions of government. We also wantecl to insure that 
we identified these issues early in the process so as to help the state avert delays later 
on in the development of the project. 

Q Did you draw the line with state agencies as a compromise to the unions? 

A No. We carefully considered this complicated project involving multiple federal 
programs and agencies and based our decision on our legal authority, not on politics or 
union interests. We also made our decision on what is right and in th!! best interest of 

. protecting the beneticiaries of these three different programs. 

Q Does this decisioIl mean that you believe public employees are better ':hart private ones 
in protecting the rights of beneficiaries? 

A It means simply that we are following the laws as passed by Congress which are 
designed to let states seek innovative approaches to improve the efficiency of benefit 
programs while protecting the rights of beneficiaries. Making decisions about the 
eligibility of needy people for benefits is one of the most fundamental functions of 
government. 

Q Does this decision close the door to other states to privatize their programs? 

A No. Under the new welfare law, states have broad authority to design the 
administration of their cash assistance programs for families. We em:ourage states to 
seek innovative ways to serve people better and find more efficiency in programs within 
the authority permitted by law. 

@J009 
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Q But I've seen a memo to the President that suggested a much more lenient approach. 
which would let Texas privatize many more functions? Why the change? 

A I'm not going to comment on an internal memo, We presented some new options to the 
state and believe any of them could be the basis of a mutually acceptabk agreement, 
These options are designed to let the state proceed as quickly as possiblt: with their 
RFO. because they would be consistent with all of the relevant statutes and regulations 
governing cash assistance, Medicaid. and Food Stamps, 

BACKGROUND: The memo laid out an option that would be consistent with Medicaid 
law and practice. and would have required the granting of administrative waivers for 
Food Stamps, 
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Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Texas Update 

Kevin Thurm is planning to call the state commissioner shortly and fax him the letter. 

Skolfield promised McCurry Q&As by 12:30 -- they are currently in internal review at HHS. Before 
we knew this, Toiv asked me for Q&As. I've since talked to Toiv and we've agreed to wait for the 
HHS ones. 

Angus King checked in the COS office -- apparently they have not yet officially said yes to the 
Texas request for a meeting. 

I am working on materials for the COS in case there's a meeting and will have the final letter soon. 

Also Podesta and Thurm apparently spoke last night about how to answer a reporter's question 
about sub-state waivers and think the answer should be that the Administration is willing to 
consider sub-state waivers and would have to look at the results of a sub-state waiver before 
considering any state-wide policy. 
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To: See the distribution list at the bottom of this message 

cc: . Cynthia A. Rice/OPD/EOP 
Subject: Texas 12:45 Update lID 

Thurm will talk to McKinney at approximately 2:30 today (McKinney is unavailable til then). 

HHS sent me and Toiv the letter they will send Texas and their older O&As. They will send 
updated O&As once the Thurm-McKinney conversation happens. 

Message Sent To: 

Bruce N. Reed/OPD/EOP 
Elena Kagan/OPD/EOP 
Diana FortunalOPD/EOP 
Emily Bromberg/WHO/EOP 
laura EmmettiWHO/EOP 
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Michael. D. McKinney, M.D. 
cOilllllissioner 
Texas Health and Human Services commission 
P.O. Box 13247 
Austin, Texas 78711 

Dear Commissioner MCKinney: 

I am writing to follow up on our most recent maeti.nq 'and to 
respond to your letter dated March 5, 1997 to me concerning 'the 
Texas Integrated Enrollment Services (TIES) project. You asked 
that· I provide, on behalf of the Administration, guidanc~ under 
which Texas could release the TIES request for offers (RYO) , if 
it so chooses. 

P,02 

In this letter, I describe the current status of our dj,scussions, 
the flexibility available to the State under current li!Lw, the 
limitations regarding functions which must be performecl by State 
merit system employees, and next steps in the process Clf moving 
forward with the TIES project. Because Texas is consiclering an 
integrated eligibility system, I address both Medicaid and Food 
Stamp policy in this letter, the content and language clf which 
have been approved by the Department of Agriculture. Clfficial 
notification by the Food and Consumer Service (FCS) of the 
Department of Agriculture will be provided to you by the PCS 
regional office. 

Current Status of Our Discussions 

Our staffs have been working together to resolve many issues 
related to the development of the TIES project, a highly complex 
undertaking by the State that involves the integration of three 
large Federal programs (Temporary Assistance for Needy Families, 
Medicaid and Food Stamps), as well as a number of other Federal 
and state programs. The State has submitted for rev!e\/ a draft 
RFO which seeks innovative approaches to the delivery of public 
services. The draft RFO calls for proposals which wou:Ld replace 
the state I s computer system and which would re-engineel~ the 
methods by which eligibility is determined. Among the important 
technical and policy issues potentially raised by the draft RFO 
is the fundamental question of the extent to which fun.:tions 
historically performed by state merit system employees could be 
performed by private contractors. 

The state has not submitted an actual proposal to priv;stizQ State 
functions, nor requested a waiver of any Federal statuites or 
regulations. Rather, we have engaged. in discussions S'J that the 
state would be in a position to cOI!llllunicate to the vendor 
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community any restrictions regarding those activities which could 
be performed by non-merit system, non-state employees 
(hereinafter "non-public employees"). Recognizing that you did 
not express any interest in discussing a time-limited, sub-state 
demonstration during last week's meeting, this letter addresses 
the limitations set forth in Food stamp and Medicaid law arid 
regulations. 

Flexibility Available in Current statutes and Regulatio~ 

Current Food stamp and Medicaid statutes, regulations a.nd 
precedent provide the State with the opportunity to aut.olllate and 
re-engineer business processes, as well as to use contz:-act staff 
to perform a number of functions. Such functions inclu.de design, 
development and operation of the large and complex infc,rnicttion 
system which the state expects to implement in TIES. 'I'he State 
could also employ contract staff to develop and recoll\Ine:nd an 
integrated and re-engineered eligibility process for th.e programs 
included in TIES. Contract staff could provide trainin.g and 
assist management in the transition to TIES. In additi.on, as you 
know, Texas has very broad authority to administer the Temporary 
Assistance for Needy Families (TANF) program and, with respect to 
the administration of TANF, can use non-public employee,s without 
limitation •. 

Therefore, significant opportunities exist for the Stat.e to take 
advantage of the efficiencies and expertise available t.hrough the 
vendor community in developing and administering TIES. There 
are, however, limitations imposed by law on contractor 
involvement relat'ed to client certification and eligibi.lity 
determination, as described below. 

Limitatiohs on Work by Non-Public Employees 

Section 1902 of the social Security Act and section 11(e) (6) of 
the Food Stamp Act and implementing regulations reflect: the 
principle that most activities included in the eligibility 
determination process (referred to as the certification process 
in the Food stamp Act) must be performed by public agencies. A 
non-public employee may not take actions involving disc:retion or 
value judgments, including all elements of the eligibil.ity 
determination process that relate to ~e evaluation of 
informatioh provided by an applicant ~ bearing on the 
eligibility decision.~ . 

o 

Redesigning the eligibility determination process coul':l have the 
effect of merging discretionary and non-discretionary clctivities. 
Whereas previously a series of separable administrativE' steps 
occurred as part of the eligibility determination proc(,ss, 
current technology may enable the State to combine multiple steps 
into a single, seamless process. The initial contact, 
application, data entry, interview process, request for and 

l4Joo_~ __ 
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evaluation of appropriate documentation, as well as the resulting 
eligibility decision and benefit calculation, may no lc.nger ~ 
necessarily be separable and sequential. steps. 'To atte,mpt to ../ 
separate certain portions of the eligibility determinat:ion 
process for the purpose of isolating individual activit:ies 
involving discretion would seem to defeat the State's t,urpose in 
integrating and streamlining program enrollment. 

It is lI\ore appropriate to restate the intent of these Ilrovisions 
-- i.e., in an integrated and streamlined process, mos1: if not 
all activities involving personal contact with an applicant or 
recipient, including data entry during an interactive discussion 
with the applicant, have the potential to involve the 115e of 
discretion or judgment, and to directly influence or aJ:fect the 
eligibil i ty determination process. Therefore, these ac:ti vi ties, 
and any other activities in which specific eligibility criteria 
are discussed with an applicant or eligibility-related 
information is collected and evaluated, must be perfonned by a 
State merit system ell\ployee. 

,As we discussed in our meeting, there are narrow insta:nces in 
which Medicaid and Food Stamp laws and regulations per:mit 
involvement of non-public employees for the purpose of expanding 
and enhancing state outreach efforts. In the outstationing 
provisions of the Medicaid program, non-public employees are 
permitted to perform a number of initial processing activities, 
but are not permitted to evaluate tho information presented by 
the applicant, or make the actual eligibility determination. 
Under the Food Stamp Program, volunteers may simply assist 
potential clients in filing applications with the State. In both 
cases, these non-public employees are preclUded from engaging in 
activities that could have the effect of screening out. p'otential 
applicants. Activities involving the use of discretic·n that 
could result in potential applicants being screened ou.t must be 
performed by State merit system Qmp10yees. A signific:ant non­
State ,presence in' the integrated enrollment process cc.uld result 
in some screening out of potential applicants by non-pub1ic 
employees. 

possible Next steps 

The State may release the draft RFO, under the condit:Lon that the 
State include the applicable language from this lette]: in the 
draft RFO. EHS will approve Federal matching funds f()r project 
planning activities for the costs incurred through th.~ planning 
phase. 

In order for RHS to consider approving and funding a .::ontract 
which may result from release of the RFO, the State m'~st submit 
an implementation advanced planning document (IAPD) f,:)r HHS I 

prior approval following the solicitation process, in accordance 
with the rules at 45 eFR Part 95, Subpart F. The IAPU must meet 
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the requirements specified in the cited rules and provide a 
rigorous and positive cost benefit analysis for the pro,ject. The 
state may want to advise potential offeror:; to make USE, of HHS' 
cost benefit analysis guidance t:or state systems. We '-'ill 
consider HHS funding for the actual project itself at s:uch time 
as ttlestate submits an IAPD for approval by the Federcll 
agencies. 

HaS and USDA staff are available to continue their ongcling 
discussions with your office. Mark Ragan, Director of 1:he Office 
of State Systems, Administration for Children and Families or his 
staff will be in contact with your office shortly. Rut:hie 
Jackson, FCS Regional Administrator will also be in contact with 
your office to advise yOU of FCS funding. 

I want to express my appreciation for your understanding of ·the 
complex issues raised during our consideration ot: the ~rIES 
project. I also appreciate the time and effort you· an.1 your 
staff have contributed towards moving these issues to :c-esolution. 
If you. have any questions concerning the content of th.Ls letter, 
please do not hesitate to call me or Mr·. ~agan at (202) 401-6960. 

Sincerely, 

Kevin Thurm 

~005 
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May xx. 1997 

Michael D. McKinney, MD. 
Commissioner 
Texas Health and Human SerYices Commission 
P.O. Box 13247 
Austin, Texas 78711 

Dear Commissioner McKinney: 

WHITE HOUSE .___ __-:-__ -----'I4J~. ~O 0~2,----_ 

P.02 

r am writing to follow up on our most recent meeting and to respond to your 
letter dated March S, 1997 to me concerning the Texas Integrated Enrollment SeMees (TIES) 
project. You asked that we provide interim Federal guidance under which Texas could release 
the TIES request for offers (RFO), iiit so chooses. . 

In this letter, I describe the current status of our discussions, the flexibility available to the State 
under current law, the limitations regarding functions which must be performed by State 
employees, and next steps in the process of moving forward with the TIES project. Because 
Texas is considering an integrated eligibility system, I address both Medicaid and Food Stamp 
policy in this letter, the content and language of which have been approved by the Department of 
Agriculture. Official notification by the Food and Consumer Service (peS) of the Department of 
Agriculture will be provided to you by the FCS regional office. 

C!lmmt.5.\atus of Our Discussions 

Over the past several months, our staffs have been working together to resolve many issues 
related to the development of the TIES project, a highly complex undertaking by the State that 
involves the integration of three large Federal programs (cash assistance. Medicaid and Food 
Stamps). as well as a number of State programs. The State has. submitted for review a draft RFO 
which seeks innovative approaches to the delivery of public services. The RFO calls for proposals 
which will replace the State's computer system and which will re-engineer the methods by which 
eligibility is determined. Among the important technical and policy issues potentially raised by the 
RFO is the fundamental question of the extent to which functions historically performed by State 
employees could be performed by private contractors. 

The State has not submitted an actual proposal to privatize State functions. nOf requested a 
waiver of any Federal statutes or regulations_ Rather. we have engaged in discussions so that the 
State will be in a position to communicate to the vendor community any restrictions regarding 
those activities which could be performed by non-public employees. 
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l'1elQ."bili~Available in Current Statutes and Regulations 

Current Food Stamp and Medicaid statutes, regulations and precedent provide the State with the 
opportunity to use contract stafl'to perform a number of functions. Such functions include 
design. development and operation of the large and compl"" information system which the State 
expects to implement in TIES. The State could also employ contract staff to develop and 
recommend an integrated and ~gineered eligibility process for the programs included in TIES. 
Contract staff could provide training, assist management in the transition to TIES. In addition, as 
you know, Texas has very broad authority to administer the Temporary Assistance for Needy 
Families (cash assistance) program and can use non-State employees without limitation. 

Therefore, significant opportunities exist for the State to take advantage of the efficiencies and 
""peruse available through the vendor community in developing TIES. There are, however. 
limitations on contractor involvement related to client certification and eligibility deiemunation. as 
described below. 

t:irnit~tiQIl$_on Work by Non-State Employecs 

Section 1902 of the Social Security Act and section I I (e)(6) of the Food Stamp Act and 
implementing regulations reflect the principle that most activities included in the eligibility 
determination process must be performed by public agencies. Among other requirements, these 
sections require public agencies to administer the Medicaid and Food Stamp programs, and that 
merit system employees must perform Ill} eligibility functions and decisions, including eligibUity 
interviews, evaluation. and the actual eligibility detennination. The hearing and appeals process 
must also be conducted by merit system employees . 

. A non-merit, non-state employee may not take actions involving discretion or value judgments, 
including all essential elements of the eligibility deternUnation that relate to the evaluation of 
information provided by an applicant or bearing on the eligibility determination. While it is not 
possible to identifY all functions and all interactions involved in securing eligJ.oility, we can identifY 
some generic functions that non-state employecs can do. ~z:ron-state employees, including 
volunteers, can perform functions that are outside of the e 19ibility determination process 
including data entry, reception activities, and accepting applications as long as such activities and 
interactions with applicants do not evaluate or veritY information or otherwise act to screen 
applicants seeking benefit8Non-state employees cannot validate submissions or otherwise screen 
applicants from the intervtew or other pans of the eligibility determination process. 

During our discussion last week, the possibility of waivers of the relevant statutes and regulations 
was raised. I would like to claritY our position regarding waivers for both the Medicaid and Food 
Stamp programs. While authority to waive statutory and regulatory provisions exists for the 
purpose of conducting demonstration projects for both programs, we would not approve a 
request to waive the provisions regarding State merit system employees on a statewide basis. We 
would, however, entertain a limited demonstration project in which non-merit system employees 
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could conduct ell application interviews so long as merit system employees evaluate information 
on the application and make the determination of eligibility. Such a demonstration should cover 
no more than a limited geographic area and would require a valid and complete evaluation. 

~9~~ible Next Steps 

3 

If the State has no further questions regarding the limitations aD the use of non·State staff 
descnDed above, then the State may release the RFO, under the condition that the State include 
the applicable language from this letter in the RFO. HHS will approve Federal matching funds for 
project plannillg activities for the costs inc:urred through the release of the RFO. 

In order for HHS to consider approving and funding a contraCt which may result from release of 
the RFO, the State must submit an implementation advanced planning doc;ument (IAPD) for HHS I 

prior approval following the solicitation process, in a~rdanc:e with the rules at 4S erR:. Part 95, 
Subpart F. The IAPD must meet the requirements spcc:ified in the cited rules and provide a 
rigorous and positive cost benefit analysis for the project. The State may want to advise potential 
offerors to make use ofHHS' cost benefit analysis guidance for State systems, which I have 
enclosed for your review. We will consider HHS funding for the actual project itself at such time 
as the State submits and an IAPD for approval by the Federal agencies. 

If you have questions regarding the policy described above. or if you change your plans for 
release of the RFO as a consequence of this letter, please notify my office that the State is not yet 
prepared to move fOIWard. My staff and I are available for additional discussions. 

HIlS and USDA staff are also available to continue their ongoing discussions with your office. 
Mark Ragan. Director of the Office of State Systems, Administration for Children and Families or 
his staffwill be in contact with your office shortly_ Ruthie Iackson, FCS Regional Administrator 
will also be in c;ontact with your office. 

I want to express my appreciation for your understanding of the complex issues raised during our 
consideration of the TmS project. r also appreciate the time and effort you and your ~taff h!lve 
contributed towards moving these issues to resolution. If you have any questions. concerning the 
content of this letter, please do not hesitate to call me or Mr. Ragan at (202) 401-6960. 

Sincerely. 

Kevin Thurm 
Enclosure 

141 004 
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Michael, D. MCKinney, M.D. 
COl1lll\issioner 
TeXas Health and Human Services Commission 
P.O. BOX 13247 
Austin, Texas 78711 

Dear Commissioner McKinney: 

I am writing to follow up on our most recent meetj,nq'and to 
respond to your letter dated March 5, 1997 to me concerning 'the 
Texas Integrated Enrollment Services (TIES) project. You asked 
that'I provide, on behalf of the Administration, guida~Ice under 
which Texas could release the TIES request for offers (RfO), if 
it SO chooses. 

P.02 

In this letter, I describe the current status of our discussions, 
the flexibility available to the State under current lelw, the 
limitations regarding functions which must be performed by State 
merit system e:mployees, and next steps in the process c,f moving 
forward with the TIES project. Because Texas is considering an 
integrated eligibility system, I address both Medicaid and Food 
Stamp policy in this letter, the content and language clf which 
have been approved by the Department of Agriculture. Official 
notification by the Food and Consumer Service (FCS) of the 
Department of Agriculture will be provided to you by the PCS 
regional office. 

CUrrent Status of Our Discussions 

Our staffs have been working together to resolve many i.ssues 
related to the development of the TIES project, a high),y complex 
undertaking by the State that involves the integration of three 
large Federal programs (Temporary Assistance for Needy Families, 
Medicaid and Food Sta:mps), as well as a number of othel: Federal 
and State programs. The State has submitted for revie\>' a ,draft 
RFO Which seeks innovative approaches to the delivery ()f public 
services. The draft RFO calls for' proposals which wou:Ld replace 
the State's co:mputer system and which would re-engineer the 
methods by which eligibility is determined. Among the important 
technical and policy issul!ls potentially raised by the draft RFO 
is the fundamental question of the extent to which func:tions 
historically performed by State merit system employees could be 
performed by private contractors. 

The State has not submitted an actual proposal to priv;ltize State 
functions, nor requested a waiver of any Federal statu1ees or 
regulations. Rather, we have engaged, in discussions s,~ that the 
State would be in a position to communicate to the vendor 
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community any restrictions regarding those activities which could 
be performed by non-merit system, non-state employees 
(hereinafter "non-public employees"). Recognizing that you did 
not express any interest in discussing a timQ-limited, sub-state 
demonstration during last week's ~eeting, this letter addresses 
the limitations set forth in Food stamp and Medicaid law and 
regulations. 

Flexibility Available in Current statutes and Regulatio,~ 

Current Food stamp and Medicaid statutes, regulations a,nd 
precedent provide the State with the opportunity to aut,omate and 
rli-engineer business processes, as well as to use contract staff 
to perform a number of functions. Such functions inclu.de design, 
development and operation of the large and complex infc,rmation 
system which the state expects to implement in TIES. 'I'he State 
could also employ contract staff to dlivelop and recolIlIne:nd an 
integrated and re-engineered eligibility process for the programs 
included in TIES. Contract staff could provide trainil1,g and 
assist management in the transition to TIES. In additi,on, as you 
know, Texas has very broad authority to administer the Temporary 
Assistance for Needy Families (TANF) program and, with respect to 
the administration of TANF, can use non-public employee,s without 
liini tat.ion .. 

Therefore, significant opportunities exist for the Stat,e to take 
advantage of the efficiencies and expertise available t.hrough the 
vendor community in deVeloping and administ.ering TIES. There 
are, however, limitations imposed by law on contractor 
involvement related t.o client certification and eligibi.lity 
determination, as described below. 

Limitatiohs on Work by Non-Public Employees 

section 1902 of the Social Security Act and section ll(e) (6) of 
the Food stamp Act and implementing regulations reflect: the 
principle that most activities included in the eligibility 
determination process (referred to as the certification process 
in the Food stamp Act) must be performed by public agerlcies. A 
non-publiC employee may not take actions involving disc:retion or 
value judgments, including all elements of the eligibil.ity 
determination process that relate to ~e evaluation of 
informatioh provided by an applicant ~ bearing on the 
eligibilit.y decision.~ . 

Q 

Redesigning the eligibility determination process coulC:l have the 
effect of merging discretionary and non-discretionary activities. 
Whereas previously a series of separable adlninistrativE! steps 
occurred as part of the eligibility determination prOCE!SS, 
current technology may enable the state to combine mult:iple steps 
int.o a single, seamless process. The initial contact, 
application, data entry, interview process, request for and 
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evaluation 0' appropriate documentation, as well as the resulting 
eligibility decision and benefit calculation, may no lc:'nger -.---: 
necessarily be separable and sequential steps .. To atte,mpt to ./' 
separate certain portions of the eligibility deterroinat:ion 
process for the purpose of isolating individual activit:ies 
invol ving discretion would seeM to defeat the State's "urpose in 
integrating and streamlining program enrollment. 

It is more appropriate to restate the intent of these IlrovJ.Sl.ons 
-- i.e., in an integrated and streamlined process, mos1: if not 
all activities involving personal contact with an applj,cant or 
recipient, including data entry during an interactive discussion 
with the applicant, have the potential to involve the use of 
discretion or judg1!lent, and to directly influence or aj:fect the 
eligibility determination process. Therefore, these ac!tivities, 
and any other activities in Which specific eligibility criteria 
are discussed with an applicant or eligibility-related 
information is collected and evaluated, must be perfo~ned by a 
State merit system employee. 

As we discussed in our meeting, there are narrow insta:nces in 
which Medicaid and Food Stamp laws and regulations permit 
involvement of non-public employees for the purpose of expanding 
and enhancing state outreach efforts. In the outstationing 
provisions of the Medicaid program, non-pUblic employees are 
permitted to perform a number of initial processing activities, 
but are not permitted to evaluate thQ information presented by 
the applicant, or make the actual eligibility determination. 
Under the Food Stamp Program, volunteers may simply assist 
potential clients in filing applications with the state. In both 
cases, these non-public employees are precluded from e.ngaging in 
activities that could have the effect of screening out, potential 
appl icants. Acti vi ties involving the use of discretie,n that 
could result in potential applicants being screened Oll.t must be 
performed by state merit system emp10yees. A significant non­
State presence in the integrated enrollment process cCluld result 
in some screening out of potential applicants by non-public 
employees. 

possible Next steps 

The State may release the draft RFO, under the condition that the 
State include the applicable language from this lette): in the 
draft RFO. RHS will approve Federal Matching funds fc)r project 
planning activities for the costs incurred through th.~ planning 
phase. 

In order for RHS to consider approving and funding a ,::ontract 
which may result from release of the RFO, the State m'Jst submit 
an implementation advanced planning document (IAPD) f,::.r HHS I 

prior approval following the solicitation process, in accordance 
with the rules at 45 CFR Part 95, Subpart F. The IAPD must meet 
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the requirements specified in the cited rules and provide a 
rigorous and positive cost benefit analysis for the prc.ject. The 
state may want to advise potential offerors to make USE, of HHS I 

cost benefit analysis guidance tor state systems. We ,,'ill 
consider HHS fundine; for the actual project itse If at s:uch time 
as the state submits an IAPD for approval by the Federsil 
agencies. 

HHS and USDA staff are available to continue their ongeline; 
discussions with your office. Mark Ragan, Director· of 1:he Office 
of State Systems, Administration for Children and FamilLies or his 
staff will be in contact with your office short1y. Ruthie 
Jackson, FCS Regional Administrator will also be in contact with 
your office to advise you of FCS funding. 

I want to express my appreciation for your Understanding of ·the 
complex issues raised during our consideration ot the 'rIES 
project. I also appreciate the time and Qffort you· an.i your 
staff have contributed towards moving these issues to :r-esolution. 
If you. have any questions concerning the content of th.Ls letter, 
please do not hesitate to call me or Mr. Ragan at (202) 401-6960. 

Sincerely, 

Kevin Thurm 

I4l 005 
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Mayxx. 1997 

Michael D. McKinney, MD. 
Commissioner 
Texas Health and Human Services Commission 
P.O. Box 13247 
Austin, Texas 78711 

Dear Commissioner McKinney; 

I am writing to follow up on our most recent meeting and to respond to your 

P.i32 

letter dated March S. 1997 to me concerning the Texas Integrated Enrollment SeMces (TIES) 
project. You asked that we provide interim Federal guidance under which Texas could release 
the TIES request for offers (RFO), if it so chooses. . 

In this letter, I descn'be the current status of our discussions, the flexibility available to the State 
under current law, the limitations regarding functions which must be performed by State 
employees, and next steps in the process of moving forward with the TIES project. Because 
Texas is considering an integrated eli8l'bility system, I address both Medicaid and Food Stamp 
policy in this letter, the content and language ofwhieh have been approved by the Department of 
Agriculture. Official notification by the Food and Consumer Service (FCS) of the Department of 
Agriculture will be provided to you by the FCS regional office. 

Cllmm1.S,\atus of Our Discussions 

Over the past several months, our staffs have been working together to resolve many issues 
related to the development of the TIES project, a highly complex undertaldng by the State that 
involves the integration of three large Federal programs (cash assistance, Medicaid and Food 
Stamps), as well as a number of State programs. The State has submitted for review a draft RFO 
which seeks innovative approaches to the delivery of public services. The RFO calls for proposals 
which will replace the State's computer system and which will re-engineer the methods by which 
eligibility is determined. Among the important technic:& and policy issues potentially raised by the 
RFO is the fundamental question of the extent to which functions historically performed by State 
employees could be performed by private contractors. 

The State has not submitted an actual proposal to privatize State functions. nor requested a 
waiver of any Federal statutes or regulations. Rather, we have engaged in discussions so that the 
State will be in a position to communicate to the vendor community any restrictions regarding 
those activities which could be perfonned by non-public employees. 
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a@.llili~Available in Current Statutes and Regulations 

Current Food Stamp and Medicaid statutes, regulations and precedent provide the State with the 
opportunity to use contract staff to perform a number of functions. Such functions include 
design, development and operation of the large and complCl( information system which the State 
expects to implement in TIES. The State could also employ contract staff to develop and 
recommend an integrated and ro-engineered eligibility process for the programs included in TIES. 
Contract staff could provide training, assist management in the transition to TIES. In addition, as 
you know, TCl(as has very broad authority to administer the Temporary Assistance for Needy 
Families (cash assistance) 'program and can use non-State employees without limitation. 

Therefore, significant opportunities exist for the State to take advantage of the efficiencies and 
expertise available through the vendor community in developing TIES. There are, however, 
limitations on eontractor involvement related to client certification and eligibility detemunation, as 
described below. 

l:.iJni!.lItiQIl$J)n Work by Non-State Employees 

Section 1902 ofthe Social Security Act and section I 1 (e)(6) of the Food Stamp Act and 
implementing regulations reflect the principle that most activities included in the eligibility 
determination process must be performed by public agencies. Among other requirements, these 
sections require public agencies to administer the Medicaid and Food Stamp programs. and that 
merit system employees must perform ill) eligibility functions and decisions, including eligibility 
interviews, evaluation, and the actual eligibility determination. The hearing and appeals process 
must also be conducted by merit system employees, 

. A non-merit, non-state employee may not take actions involving discretion or value judgments. 
including all essential elements of the eligibility determination that relate to the evaluation of 
information provided by an applicant or bearing on the eligibility determination. While it is not 
possible to identi~ all functions and all interactions involved in securing eligibility. we can identitY 
some generic functions that non-state employees can do. Non-state employees. including 
volunteers. can perform functions that are outside of the eligibility determination process 
including data entry, reception activities, and accepting applications as long as such activities and 
interactions with applicants do not evaluate or verify information or otherwise act to screen 
l!Pplicants seeking benefits. Non-state employees cannot validate submissions or otherwise screen 
applicants from the imerview or other parts of the eligibility determination process. 

During our discussion last week, the possibility of waivers or the relevant statutes and regulations 
was raised. I would like to clarify our position regarding waivers for both the Medicaid and Food 
Stamp programs. While authority to waive statutory and regulatory provisions exists for the 
purpose of conducting demonstration projects for both programs. we would not approve a 
request to waive the provisions regarding State merit system employees on a statewide basis. We 
would. however. entertain a limited demonstration project in which non-merit system employees 
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could conduct aU application interviews so long as merit system employees evaluate information 
on the application and make the determination of eligibility. Such a demonstration should cover 
no more than a limited geographic arca and would require a valid and complete evaluation. 

~9nible Next StepS 

3 

If the State bas no ti.lrthcr questions regarding the limitations on the use of non·State staff 
described above, then the State may release the RFO, under the condition that the State include 
the applicable language from this letter in the RFO. HHS will approve Federal matching funds for 
project plannirlg activities for the costs incurred through the release of the RFO. 

In order for HHS to consider approving and funding a contract which may result from release of 
the RP'O, the State must submit an implementation advanced planning document (lAPD) for HEIS' 
prior approval following the solicitation process, in accordance with the rules at 4S CFR: Part 95, 
Subpart F. The IAPD must meet the requirements specified in the cited rules and provide a 
rigorous and positive cost beneJit analysis for the project. The State may want to advise potential 
offerors to make use onnIS' cost benefit analysis guidance for State systems, which I have 
enclosed for your review. We will consider HHS funding for the actual project itself at such time 
as the State submits and an IAPD for approval by the Federal agencies. 

If you have questions regarding the poliey described above, or if you change your plans for 
release of the RFO as a consequence of this letter, please notifY my office that the State is not yet 
prepared to move forward. My staff and I are available for additional discussions. 

IlliS and USDA staff are also available to continue their ongoing discussions with your ofIice. 
Mark Ragan, Director of the Office of State Systems, Administration for Children and Families or 
his stafFwili be in contact with your office shortly. Ruthie Iackson, FCS Regional Administrator 
will also be in contact with your office. 

I want to express my appreciation for your understanding of the complex issues reised during our 
consideration of the TIES project. I slso appreciate the time and e1fon you and your ~taff have 
contributed towards moving these issues to resolution. If you have any questions concerning the 
content orthis letter, please do not hesitate to call me or Mr. Ragan at (202) 401-6960. 

Sincerely. 

Kevin Thurm 
Enclosure 

• 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

~\J T' '"' -e ........ 
t.--{ . 

I 

Ird .... ~ ""- 1.. , 
~~ 

May 6,1997 

MEMORANDUM TO: 

FR: 

RE: 

Erskine Bowles 
Bruce Reed 
John Podesta 

Frank Raine~ 

Texas Privatization Proposal 

As you are aware, the Statement of Administration Policy (SAP) on the Senate Disaster 
Supplemental Appropriations Bill did not make reference to a possible amendment having the 
effect of approving the Texas privatization plan. The question at hand is how and when to 
oppose this amendment and whether to issue a veto threat. 

The Administration has already verbally expressed its strong opposition to the amendment that 
will likely be offered (and likely adopted) tomorrow by Texas Senators Gramm and Hutchison. 
My recommendation is to not send up an Administration letter at this time and instead include 
our formal opposition to the proposal in our upcoming SAP to the House and Senate conferees. 
This approach will give us more time to determine the appropriate level of opposition (e.g., a 
senior advisor veto threat, Secretarial veto threat, etc.) 

If you decide that a formal written Administration response is needed now, I would recommend 
that we send up a revised SAP tomorrow morning on the disaster supplemental with the 
following new paragraph included: 

" We understand that an amendment may be offered to mandate that the Administration 
approve a proposal by the State of Texas to release a "Request for Offers" that could lead 
to contracting out large portions of the administration of Federal public assistance 
programs. The Administration supports the objective of making administration of these 
programs more efficient. However, it strongly opposes this amendment.. Any proposal 
of the scope of Texas' raises many issues of how to judge contractor performance: 
fairness to current employees of the State; how to ensure fiscal integrity; and many other 
issues. The Administration is working diligently with Texas to resolve these issues, as it 
would in the case of any such proposal. Congressional action is inappropriate while the 
Administration is reviewing the proposal." 
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I A. • , : l!l: I -'. . : u:ied as an offSet. . 

~~d.: ·"Hl~.·. . ; ~ , : 
I·:: ' 

. 11.e: ,s'l . :8B\l(igetrecl.ueststbat CongrcssaPpropriate funds sufficient to 

renew all ~~!' contractS in FY 1998 and all future years. The 
A' .., nn, ppjr@hto .' FEMA's Disaster Relief program. through the 

• • ,.' :""-.,,~ ~v" , . " ,.'t~ "'~iUlio~LIQf' ri¥(apllIrc:d excess reserves in HlJI)'s assisted housing program, . . " .u.~, : ili ' 
Prov'idE:d thij.l:ltbj~"(j:' :OD,~~ . to approving sufficient resources to renew all expiring 
Jr" .;: .: i. ""J 
housing r I,. ~ 998 and future years.. 

,~;~ I Ii ,I' • 

Bosnia 'I;. :. I' i I I 

. ' I::: .. I" i 
;~e~Jtt'I,~·~dt#.~is~:qn ~.l.·preGi,at~'~ ,I d f I . 1 ,~ 'WI ~"I Comnuttee's spee y approval 0 supp emental 

, --,p,ropriatiLQPs' 4 "I TT)e'barilthien~ ()f~'I'[-)¢f'en:se'~' ., B " ' d S th· 'Th 
I "I ;-ll:R' • ~'I the.... I I ,~, operations In ~a an ou w~t ASIa. e 
DepaJ:tm~#il:~f ~f¥ellSel~;og~ei"'llu~ct , '~, are need~ in the fiscal ov~ght of 
cOlltirlgencSHol*'~tiClnS! 1a,n[lllll;'~S i ti,e I . of establishing sy:stems to develop, monitor, and 
report corlti.n'ge[lcy opet-!tltio!,Iq<)stlesti~'lte~ to the ConYess. We appreciate the concern of the 

of:':PI1Lt\llgellcl:y· on training.! However, we are disappointed 
, , 
I 1 
I 

ii I ., 3 
I , , 
, ,. 

, : , 
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;, !lICL ~~ :; ~t tlte Colmrr.(:li.l:t~:l!;;,.. ¢,.I~lI1C'.S< n~lit!)t: ~ fun . ~e Departmeht'strequiryments. We request tltat tlte 
contmgency operatiohsiso tltat tlte Department can meet 

,ts full : ·1) I as I pe House bill. . 'j 
I ; ~I , .. ~. i~ , concern. . led.' tPat ~e Senate. is i>lroposing to cut off funding 

<-A-B . I .. ·.)~i fail .ti()IIS·UI1tl~ '1 all B I fV1. osrua u, :: costj~~rt on osrua re ated activities is submitted 
lwithi'in 60 d'a: ' I: ~ . ,', ,'" 'tc I ,:0 funding cut off~ould unnecessarily threaten 
the' : I ", :. n'A I '0. will work'iwith the Committee outside 
~L_ ' . I .... ~ I 
iWl::.~': (I'w 0 I ~ ~ r,' any new co~ daia that was not already 

llo:m~ :, T 10"" responses over,the prior two months. 

U.N. liT II"! '. 'i:' '1 1 r ! 
!lliU~~r:~. 'i ill .. : ,. I :1 

Th4 I,' !: I) J ; ttie I ; " kovision 1n Contributions to 
IIntemationlUl ir~g! :~:atio:~ r.fotipa~c:Iit , ~I~ ~ ~ : on past assessed 
ICO[ltri1:'UtiC)~!; , . " ... . "-stet, tovvaidPaying the $1.021 hil"-'::::-'""I\m:ars owed to the 

'. • . ft, .... . .. ..... I 1":S·.o;;p • _ -. • .,u' 
Nati~l~ 8liiiI4)thl~9'm~#I'~1 :ati~)ns. A outcome soc~n to the ongoing negotiations 

Ibe'twc:en' .h:': ,; i~ ...... , Aft and fundiilg for these organizations 

, 
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• 

., , . 
1 " I ; 

, 
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:1 
f f, !I 

.,,,;-:':---::- ".':' .,: ... •• I 
iwonltl .1 . ..." I taacbievexefotmSinthese. o,"",,".iza. lions. The 

I 
~U~':'" !"~~~.'. ~m: ',..I,ilJlionbe available to pa;:y arrears :07J·ust to the UN. butaJso . "'rt: - ~ $'] ,0"i', . , 
to other . ,.. \ . 

. ' i I ~. . ,I.. : 
.'1..:.., " , 

! I'·!!i .jT I. I I' ,I I 
Th~ ~~!ri' istn!.ti91,~ objects to the iDappropriatearid unwise reduction ofS1.5 

II~~~~C~~~p~~ .:.~~~:~:o~r~ n·oi:Jt~~leI. c' .• in the Department of Housing and Urban 
11 , •. 1'J. Th~lI1~~: :ctt,Olll.· .: at HUD's·top offici~, would severely impede and 

, . 
, r' 

! • to reform the management of the Department and 
It! '. ~'I~: IW HT I . Ii '" i 'l 

:. 'ii, I,:·· I I' 

~:ml..EETh!;I"c ;0';" i": ..: , :, .j 
" I II :': , .. 

. The~ :,i.·':'dJ··· mih~atiq' i4"~~':'~ •• 0::'. ~ i II ! , r.-, . ~,.,"" u,~ toiiliclude the requested $1.7 rnillion in additional 
funding f~Ie'" . ' ";;". .(FEC) in ,the senat~ version of the bill. The 
II. . I prcipose<\l ,. 'fun!:lli'~g for FEe to sup~rt additional staff and related 

.' : I' •. I!~ ~-lp.!its ,1,,'lISWltIlt ,~ , . costs for 111 y . • : I a\ r-. ~ tlte Federal Election Cwnpaign Act. , 
.: . lL 

I· ,. i . . .;.,.. ;. . 

1 ~- .:. . . tltat an amendment may De offered to mandate iliat the 
" " . :by the State of Texas to Iele8S7 a "Request for Offers

n 
that .~. • • " :~.:.: . , , .' , I 

could leadtQlcorttr)llctinglQut 'rge~ ._ .ofthe administration of Federal public assistance 
programs! le l.~;";.'. '". the objective of making administration of these 

: :~ ., " ... .I : .. . programs 'e I.' H, .ovw;'ve.fl the Administration strongly opposes this amendment. Any 
.: I, 

I 'I: ! 
, :.: ' ! 
. I.: !.! I' ! .. 4 Ii 

I: ! '1 I I':: :1 .' ' . , . , 
: I .. , i , 

, : I 'i 
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ATIACHMENr 

I I I" ii" : :D~1]IO~ CONCERNS 
- , . PRIA ONS AND RESCISSIO 1997 

I 
"I i 'I'll (AS" PI'01n' DI' BY THE SENATE COMMITTEE) 

, II." i 'I II 'I I : 1,1 ,: I' I 
' Th~: , !~iiustrati looKs fi ~ tol''';orking with the tongress to address the following 

.11"111 ,Ii ' "I ,,, 'I I ' I, I I 
concerns. ' 1'1' , : 

I J :::.,Ii. i I ! ~ Y: '8': ',I utoma"c ' n" lUr ' , 

I ' I I" ,I " I' " I ' ' 

" Th~ k,ldnJhistratiQJ believe!: that the!I'p;~vision 0tthe Sena1e Committee bill that would 
, I 'ii'll' " I " II I 'I I I ' . , 

provide forlaJ;!."autOtnatic 'n~' jlin~, resolution (CR) for Y 1998 ~ extremely ill-advised and 
learl I 11'1, III' !hi 1'111 Th 'd uld' !hi b'II'f' . th S c y us to S I 1. e' rest ent wo veto s' I I It ~e to contain e enate 

, I I, •• I ., , I . : ' . 
Committeel" , 'e. i " , 

'lll: Iii II 1'1 I Th~ ollo~ ar amb~ 'y unfortunate effectS that tbik provision would have. 

I 
' :', III 'I III I . , , 

0' ,i!i ~tical. i 'Cffi:t~ctiOIlS wOu1d:be mh1ced. ~eluding v~ Medical 
I ,I~ C#t,:bis?i. Yiff " ono foodassistaDce for WC?men, Infunts, and Children 
I ,'~I WC). ecWp1tlon ( g., Head Start abd Pen Gnmts). the environment (e.g., ' 
, ~ 'III d1klning ~ S II I " 'sites and main\aining and iIhproving our national-parlcs), 

, I I :I~ aJa ::;'1 ' alici tedbn~IJgy:(mH. NASA, and NSF). , " 

! [!IIIC:! 'funlJ Ilf ji ,II ):'ul~bei d . L ; o I I. :Ii fl,Ie
I 

I [IISII g ~Tienl ~o r- ermm'l : 
) II j ,I I . I 1 I I I 1 

I , ' " ~y ~~the, new bo~er patrol agents being hired this y= would have to 
1 t ~': 'I; I· ~I!plj¥- j'd ~epro~s:uto ~another500 inFY 1998 would be 
1 ,II "I,· bln,ked

l 
.." I ,I, 

) '; I i I I I " I, 
I '.1. I' I I I ' 

':1:, -:~! 1pC! F~ w~~d be~ble to hire the.additiona1500 air traffic controllers 
,1 111 'I ~ 113 sedmty personnel proposed m the! FY 1998 Budget, and the 

I
, 'I'; I, "nUfu,* 6f dxisting air traffic controllers w~)Uld ha~e to be cut to the lowest 

I,I: ':1 ' I~rl ~I si~ee 1988, Aviationshfety inspectioIlS would also be reduced. 
, ~:: i : I i III I ,! , 
ill' -:: Rfdudw IRS tax law enforcement would result in $350-~500 million in 
1 '1 ,I I I ill I funds Idbed II' dfi da • i. 19St re,venues, and tax re cou , e ~ye ve to ten ys. , 

I ~ 'I ' rl! 1111" !, I, i " 
I I: I The proPos \:i increase of 544 FBI agents would be blocked, and planned 

I I ' drrli~orllabti l~tiorJ w6uld be curtailed. I 
. " i ,; i !r lis' J. : I !" . fi" . II~' 'b'l' l' Id ' 
~II ~,'I;'· ~l tal. ,ec rity~r~ssl~gtlffie,OrmitIal"lsa I Itycalms.cou Increase 

I II:, , ~r!r01fF~IY150 :d,\yS (,+37,' percen1) b~yond lhe currently-prOjected 135 days, 
I "I· ana alio,ut '5.000 few~rappeals decisions (.10 percent) could be reached, 

'I'; "! III I 'I I 'I' I I, ' 
I :' ! "f ,! ,. I I I 

Ii:: ·1,: I I I" ii' 
, ',. 1 I', 

.; I ,I 
I'·, IL 
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ll[ I: I II'", I I,: " 
l'I"r..1fil d' 'uldbe~"ced$6b'II' 1:1 I I ... o ,'!'UE;, ense s"",,~fc wo l""'U 1 Ion e ow the Adnllrustrallon's request 

'j I j I ~rf- J I I _ r 

!i!~~ fhe FYI#,. If e9cted level, undermimngour ab\lityto support the world's 
, !1,s!:f"ongE;st' IhtID' force, . The current force structure would have to be reduced by 

'1" 'II, "p' , ' I , 'I: at}~t 3q,ppO, i'Pd procurement of new systems such as the New Attack 
, .' ::SubmMinei woilld, have to be canceled. \1 

I 'I ,I ',I 'I I I: ii, 
" S I.l Ie e~kples 6fpt6blems that would be created by the Committee bill's automatic 
, "1'1" 'I I ,I III' I' I 

CR provisio,' ,llin, elude the tU0\r' g, (Comn"ri .... ns are to the F,Y ~998 Budget.) 
I ~I'! : "III' I \ ~" ,'1"-, ',' " , , ~ , , , ' " I 

o ,~",An a:, vEirag Of~lt'O,' fi, ewer,'women. infants, and c,hildren per month would 
"'11".~1 ;, I ' I ' ' jreceive fi and other services through Wle. 

: 'I I! I' I I I' I I I , ' ' I: I ii, I I.! :,' . . II, . 
o ; [ , I UI1 '0 52,~ 0 fewer Chi!, dten wql4d Pa:rtlCl, ~ in Head Start (presummg that the 

, I ,!l •. ty f: I II I 1<, I 'uld~" . -'-'ed) 'I 1 ' ,quall 0, e pro7' wo "'" II\lUIl""",. , 
I, !: ~ I I \1 I I ,I I I ! , I " 
I , Ii I' i' I I : I, " " , 

o : 'i:' C9~ege aj.jl woNd ~ CJ1t pyS1.8ibillioD"aIlowing tmaxjmum Pell grant level of 
; , ' orlly $2,620 -Icom~ With the S3,OOO level proPosed by the President - and 
: I 'il ell~iDatjAgine¥Y 4oo,oOosilldents from the prog$n., No new aid would be 

II "tl!11erulo1Jt rents. I::: I '. "1 
o j I,· NlHwoulCtbe cut by $592 million (4.5 pen:ent) frOm theproposedFY 1998 

I
:i "run~glW:el~~~q:l billion. Thenumberof~"furidednewresearchprojects 
I ' Could be<:U1 bYr

j
' over 1,350 inFY 1998. ' 

',:';: ' 'III i I I· I ' 
o '1\ Ailierica~s' hob'ai leadersbip would be ,undermined Since it would be very unlikely 

. II' ~ a'F I ignl~oDS appropriations bill couldlbe enacted into law. The 

. : :1; p~~siori I :f:tIi~ISeriate Committ~ bill would require cuts ir;t payments to Israel . 
i . ,i,m,d! EgYJjt pr ~ bed~e Con&tess would almost in~vitably modify it - almost no 
.I I" i ftihas wdtUa reriwJ for economic support for other nations. 

i,:llil 11'/, Illj"; Ii:, I 
0' , I'" Roughly 7,000 fe r lDirect,'Single Family Rural Housing Loans would be issued, 

r 

"I 11", II, 1'1 I " 
, 'I" aireduction ot:3i] ~t., ' 

; il, d; 'III Ii I I,' I I : ' > I 
o II iii, lihe Fiff cr'op ~ce program wowd be terminated.. ,'I,. , !, I! II [ I, ; I [", ': , 

I II ' . 1 1 I: I I I , 0: 'I :: l-10/ na~?~,~ar~'an,d ~erltage areas authorized in the 1996 Omnibus. P~~ bill 
1'1 I' cOUld notjmoveiforraro m Kansas, Massachusetts\ Oklahoma, West Vlrgtrua, 
; " : V~inial~enlicissee, Georgla"Pennsylvania, Iowa! South Caroline. Ohio, and 

"'I'· N:e~Yo~ I I I ! 
:: ); I III I' II· " I ' 
, I .! I _ I I 01 . .j' SOfI\C: 52,000 ~on9mically disadvantaged adults and 28,000 dislocated workers 

, wquld ~ 4eriled employability services and trainirg, while 10,000 low-income 

.1 
\1' I,::,·" YO)lth wd~ld l?e depied summer jobs. : 

, I, I I, r 
I I': :: i I" I 
I ' , i I 'II! ' ',I ! 
I ,i ii' :: '" I:' I 2 ! l 'i" : " 
I 

~I; I I ,: i 
. : '\i" ': I! I n!" lJ II iii I 

Iii 
, ' II 
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a 'I !V,'A M~ I crfc w uld bc ~~ed to,200,000 ,;:eterans. , I 
, 1 ! II II III :' I I ; 1·1,: ,I I I I 

o " I 'Tli~ Presi nt's goal 'of cleaning, up 900 Superfund sites by the year 2000 would 
, II I: effecti veil ~ ~recl tle,:J·1 I:: i •• 'I I ' 
II.I!; I, I I ., <I,id ~ 

e t " . cuI r I : : I, (I , 

. : ': I:: 1': II. 'I :i:
Th
, ' .. _~_:~.' S' 

e erve tance ~ AUUlllilliU<lt!on,urges the enate to limit 
livb's "~kinliemniM paYtnen~eligibility to"producers in p[dsidentially-desigoated 

I : I II! I: [,. I fi I, I N'· 'd Ii 'bili' fi n'" \.n'" d' emex:gency Ulsasterl areas. ,atlonWl e e gl ty or _ ~ Isaster payments for 
. I 1,,111 ,I II 'I I ' ., . 

\ hvest?pk losses c;oYJd lset a costly precedent and would likely dilute the amount of 
~II .1, c~"lthat worrl d oeprovided to producers who have shffered catastrophic losses. 

1 'r 1', I: I I!: , ' 
I· . I ' , ' 

,,_.-'.. J I : I I. . 1 ' , • 
o En n' : 

£>U!l'-"-""'''.I''I ·!'l4'1 :I#.>-'Ii .!#', I : 'IO!I~ 'I .. I ! .:, ,:," ~ , ' 
• , I e. Th t .. , . on is ~leased that the senate eonlmittee has included $5 

millili fcit liesi I WO
I 

&'1 to the construction ofan exh ...... eney outlet at Devils Lake, 
I 't' '111 - 'q I' I ! I .' I I . I-eo 

N ' Dakota. '" <In.;,,;';'''''';on mges the Congress to support this vital proiect in the 
FY 1998 Ei.."'""'" • ~cl6TI eJt .... propriations bill. ,I ' , • 

. "'I' 1'1-·...,· I 1 I ,..... 
I·t [r:-' ',: ,'.' II: i " 

~t! I! 'I II II ': i H I 
"I I" ati. .' On'April 23rd, the President sed $19.7 m.i1li~n, 
I ,',II' I I I ~ "~ (' , 1 : ': I !' propo 

for . e DeP,artlJle I ; oflEil.ergy's Brookhaven National ~ratOIY for activities relltted to 
th+ #/pedi, . ition ~flgrqhhd ~ conts,miriatiOIL ',The Administration urges the Senate to 
su~h ~ pro~~'1 [Appropriate ~ff:sets were included ih our request. , 'I: ! I' .11, Ii ' 

Department P,',fHOUSing arid Urban', Development I, 

!I" .: :,' ill" I 

PiIo!ic Notice ofci:oJkctihg by HUD. The;Administra~on opposes section 324 of the 
sdnJt'tb cbthmit4b b~ I wHiCh would require reporting in the F ederRI Register of 
info! "I. tiob. on .:.1 Hill> co~tracts over $250,000 that werb awarded during the prior 

1'1'111 'III ~ 111 1', I ' 
q , cr. HUD, like other Executive agencies, is already required to publish notice in the 

: I ,:::e ~ B .~ '. :: ~ iI I~CBD) ~f co~tract awards likely t~ result in subcontracting . 
op , ~ties.' , ,'e <fBD notice is immediately available each day on the Internet­
d4p/ fjati~~ repoWngl¥\ th~.federa! Register each quarter ~ould benefit neither 
C<ln~ct<?fi nor ~e Plfblic.) 'The:broadened scope'ofinfoqnation required by section 324 
iSlo~'~ue~qonab!~ ~~~J ana JoUld imPOse both for HUD:land GPO an administrative 
b ' ~rk "d ' lili .11 I I' the· ' "d ~ __ I" d yr rf ~ I cost nat!f F~~ fO ,!unportan~ govemmFnt WI e sU"""iuung an 
acq .!f1t10I)- refo\'ffis tlJia~ Cqngress e,nacted over the l~ sev

i 
era! years, 

: [,[iI ,; I' I ,:' L, I I I , .. ' ! .' , 
r,. ", I I [ , I J !' :. ,I I ~ ,! !, J ' I I I' 

, I, '. I I I : ' 

'1":1 ! I :' 
, ;. 
, 

" " 

I. ; 1 

, I' " 

, • ~ .!~' : 
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J.!.Dlle<Ul!artmll!!lSe~t '@I!!.rrr;T'3II~llQlrtarn!lt;ij·lmn : ,; " ,: , ' 

I! ii, , ,I I 

~e r'" ~,. . irr~ Mministratio~ obj~ts to theComm/ttee's pro~sal to exempt , 
gen,e! :I::avwron 0.Ilya~PF fr,omthe ~verfhght user fee tha~ was autho.nzed last year. The 
Ad~~mstIf'r~on ~ ~n~IYI~~p<?rte~ a user fee-financed federal A:V1ation 
Adm Istratton:!' , )!JTo achlevetlus goal. all users must pay a fair share of the FAA's 
costs\ II~ J~~ti~n!, the IAIIun~J :. ~tion,' has some co~cems r~garding the exemption of 
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~e,el;, ~ent,t1F thiS ?~~ iik,: ,es, tt Iss~;~eDSlvf ~o fly ~'P.S. ~pace than Canadian ' 
a~p,+ce: tlu? U.S.IC9ul~ Fd upl~?S1~g Canadian cam~rs wbich are presently flying 
entlr~Y m{i:anadJJ , : [ ,::1:, I ! i ' 
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A~' ; ; I "~tratibn Obm' I ts tOi' I sec,lti.on 322 'I 'of the senate Committee bill. This provision is 
unn:' ~a& k IRS has~su~1 'fully implemented the Electfunic Federal Tax Payment 

I 'I!f '.' I I' II 1 I I \ '1 SYS~~~:I:<fWS), I !pc I ,tllo ,: . Fed~ tax deposits to be lI\ade over the phone o.r?y 
perso computer. Under section 6302 (h) of the Internal Revenue Code, 1.2 million 

, 'Y f I I I 1'1 " ' , employ:lers Were r~uired ,to file through EFTPSbyJulyl,I,997.andasofApriI26,1997. 
I ,.' " ',.\) II ' ovet; 9,~~.OOO are emolled. 1!he IRS will not impose penalties on businesses that are 

simp~y.:;ltrYWi to I I rn'i ~cc\irnated to EFTPSandaretryingtocomplywiththefiling 
I. I '~, I, I ' I' 

req ents. I I ' 
I < ill 'III ,I i 

" .. I 'vel ' Ii . '. The Administration opposes section 323 of the Senate ' 
Co ' ," 'heill~ill, vi -bh :wl" ouldjr~ ~on 1555 of the Federal Acquisition Streamlining 

I "'I' I I ' " I " , Act
l 
' : : ,k) ~fl99 i 1ihis s~~tion! of: FASA would allow State and local governments, 
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lev~.· " I~ tb.~lb~~~h ortJie Fed,ethlGoverolnent to obtain veIY advanbgeous prices 
froio:' "'ppliers. arid "~n 1555 allowS these other entities;to take advantage of those . 
lo~ ~ri~. P~qi~bn ~y SuPpliersli!l the prOgt3IIl :woUld be entiNly voluntary. 
Since .'" -woUlcli)e de!, I ,. I tifor these other entitiJ to b . off the GSA contracts. 

11111'1'1 !I! I'~ . , .uy they: . :uld, only CIO so ifltheY felt they were getting a ~ deal than currently 
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fear 1'-nIW. sO~ ofbbmpeti.tion.: i I 
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'. GCongtt55 of tfJt Ulnittb ~tatt5 
Jf1oU5e of Jlepresentatibe' 

IIUblngton. 1)(; 20515 

Mr. Erskine Bowles 
Chief of Staff 
Office of the President 
1600 Pennsylvania Avenue, NW 
Washington, D.C. 20500 

Dear Mr. Bowles: 

May 6,1997 

. , 

You may be awme that on Friday, May 2nd, Dr. Michael McKinney, Commissioner of 
the Texas Department of Health, met with representatives of the Department of Health 
and Human Services and the Department of Agriculture to discuss the State's 
implementation of the Texas Integrated Enro\lrnent Services Projcct (TIES). 

, 
I 
I 

i 

, ,. 

I , 

It is our understanding, from representatives of the State of Texas, that the meeting did 
not produce any significant result. It has now been nine months since Texas initially 
applied for a federal waiver and we are disappointed that the Administration continues to; 
delay definitive answers to the request. Additionally, with the end of the session for the i 
Texas Legislature nearing, it is urgent that we resolve this issue so that they may make 
appropriate adjustments to their budget. 

We believe that everyone agrees that the TIES project achieves the goal of improving 
enrollment operations for public assistance progriuns. We arc seeking your support to 
allow Texas the flexibility to improve these programs for its beneficiaries. Furthermore,! 
we believe that the proposal put forward by Texas is an integral component of Congress' , 
and the President's continuing goal to "end weltare as we know it," by allowing states to 
increase program effiCiency and thereby focus their efforts on serving those in need. 

At the very least, il is important that we, as Members of the Texas Delegation, have the 
opportunity to discuss this crucial Texas project with you prior to any final decision by 
the Admjnjstration on this matter. We would like to meet with you as soon as possible, 
preferably on either May 13th, 14th or 15th, in H-208 of The Capitol, to have an open 
discussion of this matter. Please have your staff contact Linda Figura, Congressman 
Archer's Executive Assistant, at 225-2571 to arrange a meeting. 

Sincerely, 

~:t;-, ... 

i , . 
: ' 
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'. Ol:ongrt55 of tbe l1niteb ~tatt5 
~o~e of !\tptesentatibes 

Rlll5blngton. J)€ 20515 

Mr. Erskine Bowles 
Chief of Staff 
Office of the President 
1600 Pennsylvania Avenue, NW 
Washington, D.C. 20500 

Dear Mr. Bowles: 

May 6, 1997 

You may be awate that un Friday, May 2nd, Dr. Michael McKinney. Commissioner of 
the Texas Department of Health, met with representatives of the Department ofHeallh 
and Human Services and the Department of Agriculture to discuss the State's 
implementation of the Texas Integrated Enrollment Services Project (TIES). 

" 
I , 

It is our understanding, from representatives of the State of Texas. that the meeting did 
not produce any significant result. It has now been nine months since Texas initially 
applied for a federal waiver and we are disappointed that the Administrntion continues to; 
delay definitive answers to the request. Additionally, with the end of the session for the i 
Texas Legislature nearing, it is urgent that we resolve this issue so that they may make 
appropriate adjustments to their budget. 

We believe that everyone agrees that the TIES project achieves the goal of improving 
enrollment operations for public assistance progiams. We art: seeking your support to 
allow Texas the flexibility to improve these programs for its beneficiaries. FurtheIlD.ore, i 
we believe that the proposal put forward by Texas is an integral component of Congress' , 
and the President's continuing goal to "end weltare as we know it.,~ by allowing states to 
increase program efficiency and thereby focllS their efforts on serving those in need. 

At the very least, it is important that we, as Members of the Texas Delegation, have the 
opportunity to discuss this crucial Texas project with you prior to any final decision by 
the Administration on this matter. We would like to meet with you as soon as possible, 
preferably on either May 13th, 14th or 15th, in H-208 of The Capitol, to have an open 
discussion of this matter. Please have your staff contact Linda Figura, Congressman 
Archer's Executive Assistant, at 225-2571 to ru:range a meeting. i 

Sincerely, I 
I 
I , , 
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Q&As on Welfare Meeting with Texas Delegation 
5/7/97 

[These Q&As assume the Chief of Staff agrees to meet with the members of the Texas 
delegation.] 

Question: 

Answer: 

Did you get a letter from Sen. Gramm, Rep. Archer and other members of the 
Texas delegation asking for a meeting next week with the President's Chief of 
Staff? Do you plan to agree to the request? 

We did get the letter. We do plan to meet with these members of Congress to 
discuss the response we have given to the state of Texas. We do not intend to 
re-open the issue of the Texas request at this meeting, but instead to discuss with 
members of Congress the position we have taken with state officials. 

Last week, HHS and USDA officials met with the Texas Health and Human 
Services Commissioner. They told him that the state could release an RFO 
subject to written guidelines that will be provided by the agencies. By the time 
the Chief of Staff meets with members of Congress, the agencies will have 
conveyed these guidelines, which will make clear what federal statutes and 
regulations allow -- and what they prohibit -- with respect to privatization. 

[In general, Texas will not be allowed to privatize eligibility determination 
or information gathering functions. The state, however, will be able to 
contract with a private party to do outreach and to revamp computer and 
other automation systems.] 



As you know, Texas wants to create a state-wide system of offices, run by a private contractor, 
where residents would apply for Medicaid, Food Stamps, welfare, and other public assistance. 
On Friday, HHS and USDA officials met with the Texas Health and Human Services 
Commissioner. They promised to provide written guidelines within the week that will make 
clear what the State can and cannot do with respect to privatization. In general, Texas will not be 
allowed to privatize eligibility determination or information gathering functions. The state, 
however, will be able to contract with a private party to do outreach and to revamp computer and 
other automation systems. 

Yesterday, Senator Hutchison filed an amendment to the supplemental appropriations bill which 
would allow Texas to create a state-wide, privately-run benefit eligibility system. We have sent 
a Statement of Administration policy to the Congress saying we strongly oppose this 
amendment, that we are working with Texas to resolve these issues, and Congressional action is 
inappropriate at this time. Meanwhile, some members of the Texas delegation, including 
Representatives Stenholm, Armey, DeLay, and Archer and Senators Gramm and Hutchison, have 
sent Erskine a letter requesting a meeting with him on the subject next week. 



Question: 

Answer: 

Question: 

Answer: 

Additional Q&As on Texas 
5/6/97 

What exactly did Texas ask for? 

. 
Texas wants to create a state-wide system of offices, run by a private contractor, 
where residents would apply for Medicaid, food stamps, welfare, and other public 
assistance. The exact nature of this system would depend on the terms of the 
agreement between Texas and the contractor. 

To proceed with this plan, the state of Texas wants to release a Request for Offers 
(RFO) to ask bidders to propose a specific system to meet these goals. Texas' 
initial request to federal agencies was for permission to proceed with the RFO 
process. 

Has the Administration provided Texas with any response? 

On Friday, HHS and USDA officials met with the Texas Health and Human 
Services Commissioner. They told him that the state could release an RFO 
subject to written guidelines that will be provided by the agencies later this week. 
These guidelines will make clear what federal statutes and regulations allow -­
and what they prohibit -- with respect to privatization. 

[In general, Texas will not be allowed to privatize eligibility determination or 
information gathering functions. The state, however, will be able to contract with 
a private party to do outreach and to revamp computer and other automation 
systems.] 

We have never stated publicly the bracketed information, but this was the 
line taken by the agencies in this meeting with Commissioner McKinney. 
This distinction does not apply toTemporary Assistance to Needy Families, 
i.e., cash welfare, which the new welfare law explicitly allows to be privatized. 
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1 Dear Seer' ":": , i Ii ' : .~ . r .: I', I ; r , 

'\ Our Texasl #, "fe,s~~ktiveJ I ~ed Ii,; m Washi~gton frustrated by y~ur administration's continuing 
1 refusal to gi, ~I~s ~ ~efinit Ie s; or ~ answe~ dn our Texas Integtate~ Enrollment System, 
, i 1IIIi]1: i' r I':' I , I I I , 

. i! .,. ,I,; . I , 

,They leam~d .I'Ft~i~gri~ ~~hur~presentil.tlves did not give us ~rmission to do anything that we 
. cannot alrea, ,do!: jIbe oJ c!rtionlby /he m!is scbkesman in the Tex~'press that you gave us a "green 

light" to pW :ie,! d!,* h, ot Cd, hi Dr. ~, C,l<itnc~ tells me he rwas SPCCifi,IC3UY told he dO,es not have federal 
,:permission, 1 , 1~le:as~our I \Iu~~t;forbffers ! I :' ,!I • 
i 'i' i, . I t i:: r I : '~:' I'; i 
, Texans do~1~ I:~ke ~ciuble,: lit: a~d ru~' ~9unds'l I~:is clear b~ your re~sal to say yes that you are not 
interested in ,!projehtha~ ill ~ve :xas tax~ahrs S10 million a month while improving access io 
i services fo~ :f9pI~ +no n~ ~ opr :hel :' ! ! I: :. . 
! Te~ will ~~bn y~~r fail\lt~ t~ ~'ve ~s a clear ~~wer for almost a ye~r for what it \s, a bureaucratic and 
i evasIve war' ~p!telt,u,sno. ii' !, 1,', I I: :1 
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!t~e help theYI!'eed'!~ mov+!(ro~~ we'fr to worl' 
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tJ Cynthia A. Rice 05/02/97 05:41 :35 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: 
Subject: Something to think about re: Texas 

The supplemental approps bill is apparently going to be on the Senate floor very soon. Given 
today's meeting at HHS, Hutchison will likely offer her amendment to grant Texas whatever it 
wants. We should decide: 

1) What will our Statement of Administration position be on the supplemental? 

2) What materials do we want to give our allies in the Congress to help them defeat the 
Texas proposal? 

3) Are we willing to negotiate to avoid getting stuck with the complete Texas privatization? 
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TEXAS WELFARE MEETING Q&As 
5/2/97 

Question: I understand that Texas Health and Human Services Commissioner 
McKinney 

Answer: 
as 

complained bitterly today after his meeting with Deputy HHS Secretary 
Kevin Thurm, accusing the Administration of selling out to the unions 
by refusing to grant the state of Texas' request to privatize their 
welfare programs. Do you have any comment? 

We're disappointed that the Commissioner characterized the meeting 

unproductive. The agencies presented some new options to the state 
today, and we hope we can come to some understanding soon. 

Question: Why has it taken the Administration so long to give Texas an answer? 

Answer: The Texas proposal is a very complicated project involving multiple 
federal 

programs and agencies. There were a great many legal questions to 
consider. And we want to make sure that the decision we reach is 
right and will protect families who rely on Medicaid and Food Stamps. 

Page 1 ~ 
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I' CLOSE HOLD - DO NOT DISTRmUTE 

Talking Points Following DS Meeting [Bad Outcome] 

• We're disappointed if Commissioner McKinney characterized the meeting as unproductive. 
We thought it was a good meeting with an honest discussion of the issues. . 

• We presented some new options to the state today and believe any of them could be the 
basis of a mutually acceptable agreement. These options are designed to let the state 
proceed as quicldy as possible with their RFO, because they would be consistent with all of 
the relevant statutes and regulations governing cash assistance, Medicaid, and Food 
Stamps. 

• We want Texas to go forward and we're considering policy, not political concerns. This 
has always been about how we can help Texas make its programs efficient, but stilI be 
consistent with current law and protect the beneficiaries of the three federal programs -­
cash assistance (TANF), Medicaid and Food Stamps - which all have different rules and 
regulations . 

• Remember, this is a big, complex undertaking the state has proposed. It involves three 
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two 
separate federal departments. Texas already has the authority to proceed now with the 
welfare ponion of their proposal, based on the welfare law that the President signed in 
August. Congress and the President retained the laws on Medicaid and Food Stamps 
because they have different missions and serve different people. So our concern is that 
they'd be doing so much - re-engineering the state's computer program, outplacement, 
integrating eligibility processing for these three very different programs - all at once. We 
want to get it right. 

Q Are you surprised by Texas' response? 

A We appreciate the State's desire to move forward. We also want to move forward as 
quickly as possible to help the State, bU! we must be consistent with current law and 
protect beneficiaries. 

Q So will you oppose an amendment in Congress to grant this request by legislative 
action? 

A It is unwise for Congress to legislate on administrative. actions that should be 
worked out between program agencies and our state partner. We presented some new 
options to the State today and believe any of them could be the basis of a murually 
acceptable agreement. 

Q What exactly were the options you proposed in the meeting? 

A We don't want [0 go into specifics because we;re still trying to work something out. 
But the options are designed to let the state proceed as quickly as possible with their 
RFO, because they would be consistent with all of the relevant statutes and regulations 
governing cash assistance, Medicaid, and Food Stamps. 
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Questions and Answers on Texas Integrated Enrollment System (TmS) 

Q What is Texas TIES? 

A TIES stands for the Texas Integrated Enrollment Services project. This is an initiative 
by the state of Texas to create a one-stop-shopping arrangement whereby citizens in 
need could supply income and resource information in a single application which would 
result in eligibility determinations for a wide range of means-tested public assistance 
programs. The project would be operated by a contractor hired by the State. 

Q What exactly did Texas ask for at this point? 

A Texas asked for permission to use federal funds to pay for the initial planning phase of 
this project. The initial phase involves releasing a Request for Offers (RFO), a 
document which would ask bidders to propose a specific system. Texas has not yet 
indicated exactly what the system would entail. 

Q Will this be a significant decision? 

A Texas is the only state to request an integration of cash assistance.' Medicaid, and Food 
Stamps eligibility, and we are granting approval to Texas to proceed with its project 
within the requirements of the law. We are encouraged that Texas is seeking ways to 
improve the efficiency of its programs. Many states are upgrading their computer 
systems to improve the timeliness and ease in conducting their programs. 

Q What took you so long in reaching a decision? 

A This is a very complicated project involving multiple federal benefit programs and 
federal agencies. It is not easy to attempt to integrate these programs into one system. 
We wanted to carefuUy consider the many statutory and regulatory provisions in these 
federal programs to determine the extent of our legal authority. As you may know, 
under the new welfare law, the srates have the flexibility to design the administration of 
their cash assistance programs. Yet, Congress and the President retained the laws on 
Medicaid and Food Stamps because they have different missions and serve different 
people. And we carefully considered what would be in the best interests of protecting 
the righlS of the beneficiaries of these three different federal programs. 

Because this project does, involve the concept of privatization, we felt it was important 
to clearly state the statutory requirements relating to public vs. private eligibility 
determination for the various programs involved. We read the statutes for these 
programs as requiring that eligibility determination be in the hands of state 
administrators. Making decisions about the eligibility of needy people for benefits is 
one of the most fundamental functions of goverrunent. We also wanted to insure that 
we identified these issues early in the process so as to help the state avert delays later 
on in the development of the project. 
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Q Did you draw the line with state agencies as a compromise to the unions? 

A No. We carefully considered this complicated project Involving multiple federal 
programs and agencies and based our decision on our legal authority, not on politics or 
union Interests. We also made our decision on what is right and in the best interest of 
protecting the beneficiaries of these three different programs. 

Q Does this decision mean that you believe public employees are better than private ones 
in protecting the rights of beneficiaries? 

A It means simply that we are following the laws as passed by Congress which are 
designed to let states seek innovative approaches to improve the efficiency of benefit 
programs while protecting the rights of beneficiaries. Making decisions about the 
eligibility of needy people for benefits is one of the most fundamental functions of 
government. 

Q Is this the end of the line for this project? 

A No. We presented some new options to the state today and believe any of them could be 
the basis of a mutually acceptable agreement. These options are designed to let the . 
state proceed as quickly as possible with their RFO, because they would be consistent 
with all of the relevant statutes and regulations governing cash assistance, Medicaid, 
and Food Stamps. We want Texas to go forward and we're considering policy, not 
political concerns. This has always been about how we can help Texas make their 
programs efficient. but still be consistent with current law and protect the beneficiaries 
of the three programs -- cash assistance (T ANF), Medicaid and Food Stamps - which 
all have different rules and regulations. 

Texas has the authority to proceed now with the welfare portion of their proposal now, 
based on the welfare law that the President signed in August. Congress and the 
President retained the laws on Medicaid and Food Stamps because they have different 
missions and serve different people. So our concern is that they'd be doing so much -
re-engineering the State's computer program, outplacement, integrating eligibility 
processing for these three very different programs - all at once. We want to get it 
right. 

Q Does this decision close the door to other states to privatize their programs? 

A No. Under the new welfare law, states have broad authority to design the 
administrarion of their cash assistance programs for families. We encourage stares to 
seek innovative ways to serve people better and find more efficiency in programs within 
the authority pennitted by law. 
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. '" '. Q You tOld the Teltas Human Services Director that you were drawing the line at the 
Food Stamp law. What does that mean? 

A The fact is that these different'benefit programs have different statutory and regulatory 
requirements. Under the new welfare reform law, the states have very broad authority 
to administer the cash assistance program for families. Yet, Congress and the President 
retained the laws on Medicaid and Food Stamps because they have different missions 
and serve different people. Medicaid is about providing health insurance for people as 
diverse as senior citizens and children. Food stanips is a fully federal program 
concerned with the nutritional health of a wide range of needy Americans. It is not 
easy to attempt to integrate these programs together with their different requirements 
and purposes. 

We presented some new concepts to the state today and believe any of them t:ould be 
the basis of a mutually acceptable agreement. All of them are designed to let the state 
proceed as quickly as possible with their RFO, because they would be t:onsistent with 

. all of the relevant statutes governing t:ash assistance, Medicaid, and Food Stamps. Food 
Stamp law requires that certification be done by the public employment sector - that 
means everything from application to eligibility. 

BACKGROUND: The only exception is Medit:aid outstationing, which allows states to 
do some eligibility determination at medical facilities (as well as welfare offkes) 

Q But I have a memo to the President that suggesled a much more lenient approach, 
which would let Texas privatize many more funt:tions? Why the change? 

A I'm not going to corrunem on an internal memo. We presented some new options to the 
state today and believe any of them could be the basis of a murually acceptable 
agreement. These options are designed to let the state proceed as quickly as possible 
with their RFO, because they would be consistem with all of the relevant starutes and 
regUlations governing cash assistance, Medicaid, and Food Stamps. 

BACKGROUND: The memo laid out an option that would be consistent with Medicaid 
law and practice, and would have required the granting of administrative waivers for 
Food Stamps. 
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TEXAS WELFARE MEETING Q&As 
5/2197 

I understand that Texas Health and Human Services Commissioner McKinney 
complained bitterly today after his meeting with Deputy HHS Secretary Kevin 
Thurm, accusing the Administration of selling out to the unions by refusing to 
grant the state of Texas' request to privatize their welfare programs. Do you have 
any comment? 

We're disappointed that the Commissioner characterized the meeting as 
unproductive. The agencies presented some new options to the state today, and 

we hope we can come to some understanding soon. 

Why has it taken the Administration so long to give Texas an answer? 

The Texas proposal is a very complicated project involving multiple federal 
programs and agencies. There were a great many legal questions to consider. 
And we want to make sure that the decision we reach is right and will protect 
families who rely on Medicaid and Food Stamps. 
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TEXAS WELFARE PROPOSAL 
5/2/97 

Talking Points 

• We are considering Texas's proposal to privatize substantial parts of its 
Medicaid and Food Stamp operations. 

• No final decisions have been made. As you know, HHS officials are meeting 
today with Texas Health and Human Services Commissioner McKinney to 
discuss some options. 

• We hope we can come to an understanding with the state of Texas soon. 

Q&AS 

But that understanding will have to protect the interests of program 
beneficiaries. We will not allow Texas to run its Medicaid and Food Stamp 
operations in a way that risks taking away Food Stamps and Medicaid from 
people who should receive them. 

Question: Didn't the President reject a proposal recommended by the relevant 
agencies on how far to allow Texas to privatize? 

Answer: The President did ask the agencies to take another look at this issue. 
His principal 

interest is what's best for families who rely on Medicaid and Food 
Stamps, and he. wants to make sure that the agencies' decision is 
consistent with that interest. 

Question: Do you expect this matter to be settled at today's meeting between 
HHS Deputy 

Secretary Kevin Thurm and Texas Health and Human Services 
Commissioner McKinney? 

Answer: I do not know. I hope the state of Texas shares our interest in doing 
what's best for the recipients of public assistance, and 
that we can come to some understanding soon. 

Question: Why has it taken the Administration so long to give Texas an answer? 

Answer: The Texas proposal is a very complicated project involving multiple 
federal 

programs and agencies. There were a great many legal questions to 
consider. And we want to make sure that the decision we reach is 
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right and will protect families who rely on Medicaid and Food Stamps. 
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DRAFT - Talking Points Following DS Meeting (Bad Outcome] 

• We're disappointed if Dr. McKinney characterized the meeting as unproductive. We 
thought it was a good meeting with an honest discussion of the issues. 

• We presented some new options to the state today and believe any of them could be the 
basis of a mutually acceptable agreement. All of them are designed to let the state proceed 
as quickly as possible without the need for any further administrative actions, because they 
would be consistent with all of the relevant statutes governing cash assistance, Medicaid, 
and Food Stamps. 

• We want Texas togo forward and we're considering policy, not political concerns. This 
has always been about how we can help Texas make their programs efficient, but still ~ 
CQlIliistllllt with 'UR<ellt la'" lind/protect the beneficiaries of the three programs -- cash 
assistance (T ANF). Medicaitnfnd Food Stamps.. which all bave C!itW~ew cutes aad 
r8gtilatioft&.. • 

• Remember, this is a big, complex undertaking the state has proposed. It involves three 
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two 
separate federal departments. Texas already has the authority to proceed with the welfare 
portion of their proposal now, based on the welfare law that the President signed in 
August. But our concern is that they'd be doing so much - re-engineering their computer 
program, outplacement, integrating eligibility determination for these three very different 
programs - all at once. We want to get it right. 

Q Are you surprised by Texas' response? 

A 

Q 

We appreciate their frustration. We also want to move forward as quickly as possible 
to help the stale, but~e must be consistent with current la'5and protect beneficiaries. 

So will you oppose an amendment in Congress to grant this request by legislative 

~002 
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Yes .lfIe presented some new options to the state today and believe any of them could 
be the basis of a muruaJly acceptable agreement. 

A 

Q 

A 

What exactly were the options you proposed in the meeting?, n J} I 
L..u1'''~ ", ... 1...<:; 

We don't want to go into specifics because we're stillfuying to).vorOomething out. 
But all of the options are designed to let the state proceed as quickly as possible without 
the need for any further administrative actions, because they would be consistent with 
all of the relevant statutes governing cash assistance, Medicaid, and Food Stamps. 
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Questions and Answers on Texas Integrated Enrollment System (Tms) 
revised draft 511197 5:30 p.rn. 

Q What is Texas TIES? 

A TIES stands for the Texas Integrated Enrollment Services project. This is an initiative 
by the state of Texas to create a one·stop-shopping arrangement whereby citizens in 
need could supply income and resource information in a single application which would 
resul t in eligibility detenninations for a wide range of means-tested public assistance 
programs. The project would be operated by a contractor hired by the State. 

Q What exactly did Texas ask for at this point? 

A Texas asked for pennission to use federal funds to pay for the initial planning phase of 
this project. The initial phase involves releasing a Request for Offers (RFO), a 
document which would ask bidders to propose a specific system. Texas has not yet 
indicated exactly what the system would entail. 

Q Will this be a significant decision? 

A Not really. Texas is the only state to request an integration of cash assistance, 
Medicaid, and Food Stamps eligibility, and we are granting approval to Texas to 
proceed with its project within the requirements of the law. We are encouraged that 
Texas is seeking ways to improve the efficiency and effectiveness of its programs. 
Many states are upgrading their computer systems to improve the timeliness and ease in 
conducting their programs. . 

Q What took you so long in reaching a decision? 

A This is a very complicated project involving multiple federal benefit programs and 
federal agencies. It is not easy to attempt to integrate these programs into one system. 
We wanted to carefully consider the many statutory and regulatory provisions in these 
federal programs to detennine the extent of our legal authority. As you may know, 
under the new welfare law, the states have the flexibility to design how they design the 
administration of their cash assistance programs. Yet, Congress and the President 
decided not to make changes to the Medicaid and Food Stamp programs. And we 
carefully considered what would be in the best interests of protecting the rights of the 
beneficiaries of these three different programs. 

Because this project does involve the concept of privatization, we felt it was important 
to clearly state the starutory requirements relating to public vs. private eligibility 
determination for the various programs involved. We read the statutes for these r 
programs as requiring that eligibility determination be in the hands of state 
administrators. Making decisions about the eligibility of needy people for benefits is 
one of the most fundamental functions of government. We also wanted to insure that 
we identified these issues early in the process so as to help the state avert delays later 
on in the development of the project. 
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Q Did you draw the line with state agencies as a compromise to the unions? 

A 

Q 

No. We carefully considered this complicated project involving multiple federal 
programs and agencies and based our decision on our legal authority'] not on politics or 
umon interests. We alsom!iOe our decision on what is right and in me best interest of 
protecting the beneficiaries of these three different programs. 

D th' d .' th b' ' I " ~ ~\\ .. :(' oes IS eClSIon mean at you elleve public emp oyees are better than pnvate onesyJ"" .\.tor 
in protecting the rights of beneficiaries? . v-~ \ /. 

... tJ- rl'J 
It means simply that we are following the laws as passed by Congress which are l ~ .... '< A 
designed to let states seek innovative approaches to improve the efficiency of benefit \., t% 
programs while protecting the rights of beneficiaries. ~ -{,c.::... 

t J-~::':"\rr~'" 
bthis~~of~~~~~~ ?~?\ 
(..ld, ... ~ ""r . 

Q 

A Ij6. We presented some new options to the state today and believe any of them could be 
the basis of a mutually acceptable agreement. All of them are designed to let the state 
proceed as quickly as possible without the need for any further administrative actions, 
because they would be consistent with all of the relevant statutes governing cash 
assistance, Medicaid, and Food Stamps. We want Texas to go forward and we're 
considering policy, not political concerns. This has always been about how we can help 
Texas make their programs efficient, butliiill be consistent with current law and protectl 
the beneficiaries of the three programs -<ash assistance (T ANF), Medicaid and Food 
Stamps - which all have different rules and regulations. 

Texas already has the authority to proceed with the welfare portion of their proposal 
now, based on the welfare law that the President signed in August. But our concern is 
that they'd be doing so much - re-engineering their computer program, outplacement, 
integrating eligibility determination for these three very different programs - all at 
once. We want to get it right. 

Q Does this decision close the door to other states to privatize their programs? 

A No. Under the new welfare law, states have the flexibility to design the administration 
of their cash assistance programs for families. We encourage states to seek innovative 
ways to serve people better and find more efficiency in programs within the authority 
permitted by law, 

Q You told the Texas Human Services Director that you were drawing the line at the 
Food Stamp law, What does that mean? 

A The fact is that these different benefit programs have different statutory and regulatory 
requirements, Under the new welfare reform law, the states have unlimited flexibility 
in how they administer the cash assistance program for families. Yet, Congress and the 
President retained the laws on Medicaid and Food Stamps because they have different 
missions and serve different people. Medicaid is about providing health insurance for 
people as diverse as senior citizens and children. Food Stamps is a fully federal 
program concerned with the nutritional health of a wide range of needy Americans. It 
is not easy to attempt to integrate these programs together with these different 
requirements and purposes, 
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We presented some new options to the state today and believe any of them could be the 
basis of a mutually acceptable agreement. All of them are designed to let the state 
proceed as quickly as possible without the need for any further administrative actions, 
because they would be consistent with all of the relevant statutes governing cash 
assistance. Medicaid. and Food Stamps. 

Q But I have a memo to the President that suggested a much more lenient approach, 
which would let Texas privatize many more functions? Why the change? 

A I'm not going to comment on an internal memo. We presented some new options to the 
state today and believe any of them could be the basis of a mutually acceptable 
agreement. All of them are designed to let the state proceed as quickly as possible 
without the need for any further administrative actions, because they would be 
consistent with all of the relevant statutes governing cash assistance. Medicaid, and 
Food Stamps. 

BACKGROUND: The memo laid out an option that would be consistent with Medicaid 
law and practice. and would have required the granting of administrative ~aivers for 
Food Stamps. 

We want Texas to go forward and we're considering policy, not political concerns. 
This has always been about how we can help Texas make their programs efficient,fuut 
still be consistent with current la~ and protect the beneficiaries of the three programs­
cash assistance (T ANF). Medicaid and Food Stamps - which all have different rules 
and regulations. 

Texas already has the authority to proceed with the welfare portion of their proposal 
now, based on the welfare law that the President signed in AUgust. But our concern is 
that they'd be doing so much - re-engineering their computer program, outplacement, 
integrating eligibility detennination for these three very different programs - all at 
once. We want to get it right. 
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Talking Points Following DS Meeting (Bad Outcome] 

• We're disappointed if Commissioner McKinney characterized the meeting as unproductive. 
We thought it was a good meeting with an honest discussion of the issues. 

• We presented some new options to the state today and believe any of them could be the 
basis of a mutually acceptable agreement. These options are designed to let the state 
proceed as quickly as possible with their RFO, because they would be consistent with all of 
the relevant statutes and regulations governing cash assistance, Medicaid, and Food 
Stamps. 

• We want Texas to go forward and we're conSidering policy, not pOlitical concerns. This 
has always been about how we can help Texas make its programs efficient, but still be 
consistent with current law and protect the beneficiaries of the three federal programs -­
cash assistance (TANF), Medicaid and Food Stamps - which all have different rules and 
regulations. 

• Remember, this is a big, complex undertaking the state has proposed. It involves three 
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two 
separate federal departments. Texas already has the authority to proceed now with the 
welfare portion of their proposal, based on the welfare law that the President signed in 
August. Congress and the President retained the laws on Medicaid and Food Stamps 
because they have different missions and serve different people. So our concern is that 
they'd be doing so much - re-engineering the state's computer program, outplacement, 
integrating eligibility processing for these three very different programs - all at once. We 
want to get it right. 

Q Are you surprised by Texas' response? 

A We appreciate the State's desire to move forward. We also want to move forward as 
quickly as possible to help the State, but we must be consistent with current law and 
protect beneficiaries. 

Q So will you oppose an amendment in Congress to grant this request by legislative 
action? 

A Yes. It is unwise for Congress to legislate on administrative actions that should be 
worked out between program agencies and our state partner. We presented some new 
options to the State today and believe any of them could be the basis of a mutually 
acceptable agreement. 

Q What exactly were the options you proposed in the meeting? 

A We don't want to go into specifics because we're still trying to work something out. 
But the options are designed to let the state proceed as quickly as possible with their 
RFO, because they would be consistent with all of the relevant statutes and regulations 
governing cash assistance, Medicaid, and Food Stamps. 

Iill 002 



05/02/97 FRI 11:37 FAX 2026905673 ----_. __ .-- _._. DHHS/ASPA 

CLOSE HOLD - DO NOT DISTRIBUTE - FOR INTERNAL USE ONLY 

Questions and Answers on Texas Integrated Enrollment System (TIES) 

Q What is Texas TIES? 

A TIES stands for the Texas Integrated Enrollment Services project. This is an initiative 
by the state of Texas to create a one-stop-shopping arrangement whereby citizens in 
need could supply income and resource information in a single application which would 
result in eligibility determinations for a wide range of means-tested public assistance 
programs. The project would be operated by a contractor hired by the State. 

Q What exactly did Texas ask for at this point? 

A Texas asked for permission to use federal funds to pay for the initial planning phase of 
this project. The initial phase involves releasing a Request for Offers (RFO). a 
document which would ask bidders to propose a specific system. Texas has not yet 
indicated exactly what the system would entail. 

Q will this be a significant decision? 

A Texas is the only state to request an integration of cash assistance, Medicaid, and Food 
Stamps eligibility. and we are granting approval to Texas to proceed with its project 
within the requirements of the law. We are encouraged that Texas is seeking ways to 
improve the efficiency of its programs. Many states are upgrading their computer 
systems to improve the timeliness and ease in conducting their programs. 

Q What took you so long in reaching a decision? 

A This is a very complicated project involving mUltiple federal benefit programs and 
federal agencies. It is not easy to attempt to integrate these programs into one system. 
We wanted to carefully consider the many statutory and regulatory provisions in these 
federal programs to determine the extent of our legal authority. As you may know, 
under the new welfare law, the states have the flexibility to design the administration of 
their cash assistance programs. Yet, Congress and the President decided not to make 
changes to the Medicaid and Food Stamp programs. And we carefully considered 
what would be in the beSt interests of protecting the rights of the beneficiaries of these 
three different programs. 

Because this project does involve the concept of privatization, we felt it was important 
to clearly state the statutory requirements relating to public vs. private eligibility 
determination for the various programs involved. We read the statutes for these 
programs as requiring that eligibility determination be in the hands of state 
administrators. Making decisions about the eligibility of needy people for benefits is 
one of the most fundamental functions of government. We also wanted to insure that 
we identified these issues early in the process so as to help the state avert delays later 
on in the development of the project. 
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Q Did you draw the line with state agencies as a compromise to the unions? 

A No. We carefully considered this complicated project involving multiple federal 
programs and agencies and based our decision on our legal authority, not on politics or 
union interests. We also made our decision on what is right and in the best interest of 
protecting the beneficiaries of these three different programs. 

Q Does this decision mean that you believe public employees are better than private ones 
in protecting the rights of beneficiaries? . 

A It means simply that we are following the laws as passed by Congress which are 
designed to let states seek innovative approaches to improve the efficiency of benefit 
programs while protecting the rights of beneficiaries. 

Q Is this the end of the line for this project? 

A No. We presented some new options to the state today and believe any of them could be 
the basis of a mutually acceptable agreement. These options are designed to let the 
state proceed as quickly as possible with their RFO, because they would be consistent 
with all of the relevant statutes and regulations governing cash assistance, Medicaid, 
and Food Stamps. We want Texas to go forward and we're considering policy, not 
political concerns. This has always been about how we can help Texas make their 
programs efficient, but still be consistent with current law and protect the beneficiaries 
of the three programs - cash assistance (TANF), Medicaid and Food Stamps - which 
aJl have different rules and regulations. 

Texas has the authority to proceed now with the welfare portion of their proposal now, 
based on the welfare law that the PreSident signed in August. Congress and the 
President retained the laws on Medicaid and Food Stamps because they have different 
missions and serve different people. So our concern is that they'd be doing so much -
re-engineering the State's computer program, outplacement, integrating eligibility 
processing for these three very ditferent programs - all at once. We want to get it 
right. 

Q Does this decision close the door to other states to privatize their programs? 

A No. Under the new welfare law, states have broad authority to design the 
administration of their cash assistance programs for families. We encourage states to 
seek innovative ways to serve people better and fmd more efficiency in programs within 
the authority permitted by law. 
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Q You told the Texas Human Services Director that you were drawing the line at the 
Food Stamp law. What does that mean? 

A The fact is that these different benefit programs have different statutory and regulatory 
requirements. Under the new welfare reform law, the states have very broad authority 
to administer the cash assistaru;e program for families. Yet, Congress and the President 
retained the laws on Medicaid and Food Stamps because they have different missions 
and serve different people. Medicaid is about providing health insurance for people as 
diverse as senior citizens and children. Food Stamps is a fully federal program 
concerned with the nutritional health of a wide range of needy Americans. It is not 
easy to attempt to integrate these programs together with their 'different requirements 
and purposes. 

We presented some new concepts to the state today and believe any of them could be 
the basis of a mutually acceptable agreement. All of them are designed to let the state 
proceed as quickly as possible with their RFO, because they would be consistent with 
all of the relevant statutes governing cash assistance, Medicaid, and Food Stamps. Food 
Stamp law requires that certification be done by the public employment sector - that 
means everything from application to eligibility. 

BACKGROUND: The only exception is Medicaid outstationing, which allows states to 
do some eligibility determination at medical facilities (as well as welfare offices) 

Q . But I have a memo to the President that suggested a much more lenient approach, 
which would let Texas privatize many more functions? Why the change? 

A I'm not going to comment on an internal memo. We presented some new options to the 
state today and believe any of-them could be the basis of a mutually acceptable 
agreement. These options are designed to let the state proceed as quickly as with their 
RFO, because they would be consistent with all of the relevant statutes and regulations 
governing cash assistance, Medicaid, and Food Stamps. 

BACKGROUND: The memo laid OUt an option that would be consistent with Medicaid 
law and practice, and would have required the granting of administrative waivers for 
Food Stamps. 
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