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Purpose.
(a) In G Gcnual “The pu pur’pmc : of this part is to'increase the flexibility of States in‘operating a program
rdemg,ned to-_ ¥ _ S e
(1) prowde assistance 10 rzeeéy fazmi:cs so that children may “be cared FoF in their ownhomes or
in t the homes of relatives; { T ‘
T (2) end the dependence of needy parents on géverient benefits by promoting job -
&mparat;on, work, and marriage; [ C 0T 7T T remm e ~’
(3) prevent and reduee the incidence of out- of-wedlock pregnancies and édblish annual”
miimeric goals for pmvcntmg and mziﬁcmg, the incidence of these pregnancies;and /™ 77 A
S (fi} encourage the formation and mainienance of iwo-parent fmnlilﬁs
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Regarding the High Performance Bonus, the stafute reads as follows;

Section 403 (i(4y. A,

«8{};2 us {0 rew, ard h;g}} ;}{:rf{;tzmﬁcé si;;izzs - e e e
‘(ﬁ} ty General - The Secretary s?v&ii ma&e ] grant pursuant to this para;,raph to each Statq‘fér j

. eacmgymg vear for, whzch the State is o high performing State. e

{B8Y Amount of Grant.

{13 In Genersl.- Subject to clause (1) of this subparagraph, the Secretary shall determtm
the amount of the grant payable under this paragraph to a high performing Siate for a bonus year, which
shall be based on the score assigned 1o the State under subparagraph {D)(i) for the fiscal year that
immediately precedes the bonus year. »

(ii) Limitation.- The amount payable to a State under this paragraph for a bonus year

shall not exceed 5§ percent of §h§ State family assistance grant.

{{3} I‘ommizz for measuring Siaze Pcrformanw . .
Not later than 1 year after the date ‘of the enactment of the Personal- Responsibility.and Work . | _
{ﬁgzpmmmzy Reconcilintion-Act of 1996, the Secretary, in consuliation with the National Gevemors 5
Ass*z}czzzi:cm and the Amgrican Public Welfare Association, shall develop a formula for measuring State |

g:zerf‘wm&ma in Qpcmtmg,, the -State program funded under this part so as o achieve the g goals set fﬁrzh in
rsection 401(a). [ '

fsechion Ay .-

(D) SCW ;ng of state performance; Sf:ltlng, of pﬁ:rformance threshelds.-For ench GONGS ¥63F, the = 7
éecrezary sha%h ; s e e e

e --»

(1) use the formula’developed Undet Subjifagraph (Cyto assign'a score tocach eligible- ?

~State for ihc fiscal year that immediately precedes the bonus year:, apd = vt T mToc -
. (11) prescr:bes a perfomnancc thréshold in sich a manner so as 16 ensuré z%zzzt» '}
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" (I the average annual totaFamount of grants Lo “be made under this pamgzapiz /

R . EO L e e

ﬁ:}r each bonug year equalg $200,000,000; and : T o
T T —— ; (1) the total amouynt of grants o bg, made wrder zhzs ;zamg,mph fer all bomzs 7
vears-equals $1.000,000,000. N .
£ars e :
(Y Diefinitions.-As used in this paragraph:
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(i} Bonus vear - The term ‘bonus year” means fiscal vears 1999, 2060, 2001, 2002,
and 2603, e

(it} High performing state. “The term “i’zigk ;}éhr%{}%mng State’ mmzm ‘with mspect?é a
bonus yedir, wi eligible State whosg Sehre assi ipned pursuant to subparagraph (DY) for the fiscal year
zmme&zzﬁ&%y preceding the bonus year equals or exceeds the performance threshold preseribed under -

szszzzragmph {{}}{n) far sich precedmg fi scai year. "

—
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appropriated, tere are apprepnazed far ﬁscal years 1999 ihrough 2003 $1,000, Q(}ﬁ 000 for gmms
under this paragraph.

Regarding Use of Bonus Funds
Section 404 {Use of Granis) states:
“(a) General Rules,~ Subiect to this part, a State 10 which a grant is made under seotion 403 may use
the grant-

{1} in any marmer that is reasonably caleulated w0 accomplish the purpose of this part, including
to provide low income houscholds with assistance in meeting home heating and cooling costs; or

{2} in any manner that the State was authorized 1 use amounts received under part Aor F, as
such parts were in effect on September 30, 1995,
(b} Limitation on use of grant for administrative purposes

(1) Limitation.- A Statc to which a grant is made under section 403 shall not expend more than
15 percent of the grant for administrative purposes. ’
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Proposal for Welfare High Performance Bonus Measures on >
Food Stamps and Medicaid Earollment

FOOD STAMPS

The proposs! would measure the improvement in the proportion of fow-income working familics
obigining food stamps, Specifically, the formula would be:

# of fumilics with children wnder 18 with income < 130% povarty line and
garnings cquat to of {east half-time, full-year minimum wage
receiving food stamps

divided by

# of families with children under 18 with income < 130% poverty line and
earnings equal to of Feast half-time, fidl-year mininson wage

Data: Census Bureau American Community Survey, for which the Administration is seeking funding.
MEDICAID/CHIP
To be considered eligible for the Medicaid/CHIP bonus, states must {first meet the following:

All Towr of the following mandatory process measures!

*  State has issued policy mstrustions or regulations specifying that, at first contact with the
TANF agency, individuals must be given the opportunity to apply for Medicaid,

s When welflare-rclated (section 1931 eligibility is lost, a state must 1ssue the family writien
notice and a card or other evidence of their eotitlerment to assistance.

v  State has issued policy instructions or regulaiions speetlying that members may not be
terminated until determined that they are not eligahle under any other Medicaid group,

» Al date requirements under the taw are fulfilied, meluding being up to date on all Modicaid
and CHIP data submissions 2s well as the MSIS system on line and working.

Twao of the seven following optional process measures:

»  State accepls mail or phone applications {or family and children, without requining a {face-to-
face inferview.

»  Suate Medicaid workers have been outsiationed at Jocations in addition 1o those reguired.

« Medicaid eligibility has been expanded threugh the use of more liberal 1931 mechanisms.

*  The determination of whether & parent is unemployed has beers broadenced 1o inglude parents
wha are employed mere than 100 hours per month,

s State provides continuous chigibility for children for a period of time withuut regard to
chames in clrcumsiances,

o State provides a period of presumptive eligibility for ¢hildren whe are likely to be eligible.

*  State has sipplified cnrellment and resnroliment process for children and Jow-ingonue
families.
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Once o state is eligible, the bonus would be awarded according to the following formula:
o Hof nan-disabled, non-elderly individuals enrolled in Medicald/ CHIP as determined by stute MSIS data
divided by

#of individuals in famifies with children under 18 with incomes < 200% poverty line as determined by
American Communily Survey daia

ALLOCATION OF BONUS AWARD FURDS

For FY 2002 and beyond, the proposal would allocate the $200 millien available usder the High
Performance Bonus as follows:

* 3140 million, or 70 percent of totat funds, would be allocated for the four work measures — see table
below,

+ 360 million, or 30 percent of total funds, would be allocaied for the non-work measurcs ($185 miltion
for each): {13 Medicaid enroliment, (23 Food Stamps enrollment, (3) family formation and family
stability —~ defined as year-to-year inerease in percent of children below 200% of poverty Hving in
married couple families, and {4} child and family well-being — defined as year-to-year reduction in
state ¢hild poverty rate,

Prior to Y 2002, the bonuses would be awarded on the basis of the four work measures only.

States would be ranked for each category and bonuses would be awarded to the ten glates with the best
performance.

FY 1999 and FY 2006 FY 2602 — Proposs!
Measure Amount % of total Amouni % of work bonus % ol total
Job Hntry $80 M A0% 860 M 43% 30%
Success in Workforce | $50M 25% $40M 28% 20%
Irsprovement i Job S40 M W% $25M 18% 13%
Eniry
Improvement in 30 M 15% $15M 1% 7%
Success in Workforee
Medicaid F15 M 7.5%
Food Stamps 315 8 7.5%
Family Formation $i5M 7. 5%
Chitd Well-Being $15M 7.5%
TOTAL 200 M 100%; $200 M | 164%

¥ Qurrently, we plaﬁ 1o issue guidance exsending the FY 2000 approach through FY 2001,
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Suhject: Responsa 1o your nete on High Performance Bonus

You sent me a note an Senalor Rockefeller's letier, cutlining your reservations about using enrollment in
Medicaid and Food Stamps as a measure for the High Performance Bonus, | think there are pretty good
answers 1o your concerns {see balaw), but that doesn't mean | think we have to address these issues in
the high performance bonus (though it would buy us a lot of good will}.  I'm currently pursuing two
strategies: (1) investigating the feisability of passible measures to include in the high performance bonus
{e.g., are the data available for anything we might want to reward?) and (2} investigating other regulatory
measures cutside of the high performance bonus we could take ta encourage states to enrcll meore
aligible families (for example, maybe we can impose new penalties for states that don't follow proper
application procedures), Once I've got more information, we should sit dewn and discuss.

A tew responsas 1o your poinis:

(1) No statutory basis: We could easily argue that these measures fall under either the first statutory
TANF pgurpose ("provide assistance to needy families so that children may be cared for in their own
homes or in the homes of relalives” - food stamps, for example, couid prevent negleci and fosler care
placement; or the second ("end the dependence of nesdy parenis on government! benefils by promoting
iob preparation, work, and marrtage” - since ensuring working families get health and nutrition benefils
helps promote work over welfare, and helos keep {amilies from being "dependent” i.e. whoily dependent
an government assistance).

{2) 's arbitrary -~ F$ andd Madicaid take up are volurtary, and not in state’s control: This is frue, but
focd stamps and Madicaid are no more outsige ihe siate’s conlral than work, Not only ¢an an individual
can refuse to work, but mdependent sconomic conditions can affect a stale's shilily lo get a recipient 2
o, Individuals refusing FS and Medicasd shouldrt make the measurg invalid, so long as the rate of
refusal doesn't vary widely across states.

{3} Welrd to reward states for keeping people on assistance: We would only want to include
measures thal rewarded siates for daing & goud ioh of enroliing eligibles - e.g., what pergend of Kids
uncier the F§ 130% of poverty income limit ars envolled. You're right that a2 siate wouldn't get gredit for a

Famsdly making mors than 130% of poverly, bul ihey woultin't be dinadvaniaged either. We could alse
construct the measures 5o thal siates warg only rewarded for ensuring working families got benefits, | v/

Think we've already crossed the Rubicon on irsating FS and Medicaid differently than cash 8ssistance.

{3} Peopls who get good jobhs no longer qualify for food stamps, so what kind of incentive 1s that?
A family of four can make aimost fwice the minmum wage and still be gligible for food stamps {up o
shout $10.40 an hour). Cbviously the more hey make the less they get In food stamps (a family of four
making $7.00 an hour gets 3185 s month In food stamps - the same family making $8.00 an hour gets
$88). # wo designed the bonus right, the FS bonus would not disadvaniage states that placsd people in
High paying lobs, ard Yo work measures mighl rewardd them {10 the extent high wages lead o job
retention}.



A2 PURLIC LAW 1U4-183--alJ0G. 24, 1856

{C) Children bora into families receiving welfare asajst.

ance are J times more likely to be on welfsre when they

reach adulthood than children not born inte families recaiv.

ing welifare.

{D) Mothers under 20 years of age are at the greatest
risk of bearing low birth weight babies. :

{E} The younger the single.perent mother, the less
likely she is to fintsh high school.

{F) Young women who have children before finishing
high school are more likely to reveive welfare assistance
for a longer period of {ime, _

{(+) Between 18585 and 1990, the public tost of births
to teenage mothers under the aid to families with depend-
ant children program, the food stamp program, and the
mediesid program has been estimated st $126,000,000 006,

(i} The absence of a father in the life of & child
has a negative offect on school performance and peer
adjustment.

{1} Children of teenags single parenis have lower cog-
nitive scores, lowar educationaF aspirations, and a grenter
tikelihood of hecoming teenage parents themselves,

{J} Children of single-parent homes are 3 times more
likely o fail and repeat 2 vear in grade school than are
children from intact 2-parent famiiies.

(K) Children from single-parent homes sre almost 4
times more likely to be expelled or suspended from school.

{L} MNeighborhoods with larger percentpges of yputh
agsd 12 through 20 and sreas with higher perceniages
of single-parent households have higher rates of violent
crime,

(M) Of those youth held for eriminal offenees withio
the Siate juvenile justice system, enly 20.8 pervent lived
primarily in & home with both parents. In contrast to
these incarcerated youth, 78.9 percent of the 82,800,000
children in the Natien's resident population were living
with both parents.

{10) Therefore, in light of this demonsiration of the crisis
in our Netion, it is the sense of the Congress that prevention
of out-ofwedlock pregnency and reduction in out-of-wediock
birth are very importuni Governraent interests and the policy
contained in part A of title IV of the Social Security Act {as
a}mendmﬁ by =zection 103{a} of this Act) is intended to address
the crisis.

BEC. 102, REFERENCE TG SOCIAL SECURYTY ACT,

Exceéat as ovherwise sperifically vrovided, wherever in this title

an amendment is expressed in terms of an amendment to or repenl

of a segtion or other provision, the referesee shall be considered

Z;} e made to that section or other provision of the Social Beecurity
nt.

SEL. 168, BLOCK GRARTS TO 8TATES, -

{a) In Genmrar-~Part A of title TV (42 U.5.C. 801 et seq.)

iz amended— .
{1} by striking all that precedss section 418 {as added
by section B803(bXZ} of this Act} and inserting the following:

PUBLIU LAW LU~ LYdwniive, da, it

“PARI A—BLOCK GRANTS TO STATES FOR
TEMPORARY ASSISTANCE FOR NEEDY FAMI.
LIES

“SEC. 401. PLAPOSE.

*(a) IN OENERAL-~The purpose of this part is to increase the
fexitility of States in pperating & program designad to— i
“(1} provide assistance to needy families so that children
may be cared for in thelr own homes or in the homes of
relatives; _
.“(2) end the dependence of needy parents on government
benefits hy promoting job preparatinn, work, and marriage;
%3} prevent and reduce the incidence of agot-ofwadlock
pregnancies and establish annual numerical goals for J}revent-
ing and reduting the incidence of these pregnancies; an
“(4} encourage the formation and maintenance of two-par-
ent families, : )
“tb) NG INDIvIDTAL ENTITLEMENT —Thds part shall not be inter.
ated to entitle any individuel or fomily to assistance wnder any
tate program funded under this part.

“SEL. 02, BLIGIBLE 8TATES; 8TATE FLAN.

) In QevERAL A8 used i this part, the term ‘aﬁﬁiblg: State’
eany, with regpect to = fiscal year, a Stste thai, during the
(giyeaz" peried immediately Slmedmg the fiscal year, has gubmitted
%"ﬂé Secretary a plan that the Secretary has found includes
the llowing:
"{13 QUTLINE OF PAMILY ASRISTANCE PROGRAM.—
“(A) GENERAL PROVIBIONS —A written document that
outlinens how the State intends to do the following: )

“i) Conduct 2 program, designed to serve all politt.
¢al subdivigions in the State (not necessarily in 2 uni-
form manner), that provides assistance to needy fami-
lies with {or expecting} children and provides parents
with job preperstion, work, and support services W
gnabip them 2o keave the program and betome self.
sufficient. . )

“(3i) Require & parans or eargtaker recsiving asnist.
ance under the program (o engage in work (as defined
by the Stats) onee the State determipes the parent
or caretaker is rendy to engape in work, or soce the
parent or caretaker received assistance under the
P, m for 24 months {(whether or not consecutive),
whithever is earler. e+

“Ii1i} Ensure that pareats snd caretakers recpiving
ssgistance under the program engage in work activities
in secordance with section 407,

“liv) Take such ressonable steps as the Slate
deems negessary to restrict the use and disclosure of
infarmation aboui individuals and families receiving
assistance under the program attributable to funds
wrovided by the Federal Government.

“v} Establish goals and take artien fo prevent
and reduce the incidence of cut-of- wedlotk pregnancise
with special emphasis on teenage pregnoncies, an
astablish numerieal goals for reducing the Megitimacy

R R YLy

o

42 USC 661,
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‘ Miareh 3, 1998 . ;
57 oS
The Honomsble Doas E. Shalals, Ph.D. E e
Secretary of Health and Humun Services o
200 Independence Avemiz, S.W. ﬁg 5 C
Washingpen, D.C, 20201 e S
g
Denar S8ecretary Stalain:

We have aow read your docume s “Direft Potentis] Specifcations fiv Ingerins Avand of
High Perfarmance Bogas (FY1999)". Although yowr eaxplusstix on job plescnent, job reweniian,
eod mamiags {5 spproneine, I ask you to sonstder the pogeibility thet the praposed Benus sysem.
is not regponsive 1 the gpecificatinns set by Congress and signed into lew by the President. -

Section 403(a}4)C) «f the Sadal Sccarity Act requires the Scutotary to "devedop a
frmuds for menpting Stare porformianos io oprrating the Stte progrem foeded ander ids gart
50 88 to achieve the gorls get firth in section 407(a)." Thay, e formuola oxosisuovt withthe .
sty requircsneny st be bancd on the gonls set forth in sootion 401(8). Thess goals nee 1o;

1. provide agsistanne to needy fomilies so Ot children may be cured for #a thelr own

o

2 epd welfire dependenze by promoting job prapamtinn, work, sud mardiags;
3. provent and roduos the incldonos of illegitimacy;

4. ensoxguge the desaxdion apd gaintenance of two-parent thmilies.

. Three of these fox goals copoenn non«narinl bhhs or tgrisgs. This, creating o high- |
perfarmanos doma that complatuly igaores sy measrs of steic performance in redhucing

Doptwadital birtho or inctesying the propartion of children in two-parere Sondtes, ax the
Departmext hae proposed, is off the mark

¥ barve hewrd tho the Deparamers decided to omit sy mostms of martispe of pootmariial
hirthy becsuse the weifire I anthorizes, in seotion §03¢)2) of tho Socte! Becurity Act, 3
zeparste hozos for stutes that reducn {Begitimmoy. This segumwt hes 0o meelr. Pis?, having
been directly {mvelved in deafting both the 403(a)(2) and the 403(a)X(4) bomys languxgs of the
statute, ¥ cxn assare you St Congress dalibernately incloded what snoants $o & doublic bonus e
Mﬂwmmm 80 trepoyrtant e illegitimacy and divaxce s
nuions] problems that Congress decidod to give substeaisl rewarn(s 1o ghxtes tht veduce

* sonmxrital bivths or focresse the parcnntage of children Bving ks two-parent femilies. Second,

regasdiess af Congrossiina) iotent, the ko I scotion 403(e){4) could oot be clesrer - it calls for
mmh'wnmamm:{w Selectdng just ot of

rewaeding performanns
— the fixz- ponls Toe bonus payrnents is therefine itlegal.
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Onr Compndttes kias workod very closely with the Department singe the Presidext sigoed
the welfare reforem law in Avgust 1996. Tammmmﬁmwm
bope t svold any confiists over the parformascs bouns. Perdumps yon s either explain why, in
Your view, vz intorpretation of the kow is flawed or shangs the banus to inclade meagres of
ilegithuney sod warrdsge.

1 look forwzd o buwting from you and swould be glad 10 meet to mmwa
mmm:mmum .
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Question:

Anxwer:
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Questions and Answers on High Performance Bonus
February 17, 1998

Is today’s Washington Post story true? Is the Administration about to relcase
state guidance on high performance bonuses?

Yes. This high performance bonus will provide states with a powerful incentive
to move even more people from welfare to work. The Presudent fought hard for
such a bonus during the welfare reform debate. In fact, the President told the
National Governors’ Association as far back as June of 1993 “If we're going to
change the culture of welfare, we have got to reward suceess, we've got to depant
from the status quo, T want a performance bonus...that will force the welfare
bureaucracy...te focus on work.” When ke signed the legislation into law in
August of 1996, he praised the hill for giving states “powerful performance
incentives (o place more people on welfare in jobs”

HHS will shortly be releasing formal guidance w the states that defines the
mcasures of success on which the 3200 million a year bonuses will be awarded.
Sixty percent of the funds will be distributed based on states’ success in plaging
people in jobs, and forty percent of the funds will be distributed based on how
well former recipients succeed in the work place, a measure based on job retention
and earnings.

What’s new here? Wasn’t this bonus part of-the 1996 welfare law?

It was part of the 1996 law, but the law gave the Administration discretion to
define high performance and to determine how the §1 billion in bonuses should be
digtributed. The law calls for state performance to be measured starting this fiscal
year, so HHS’s guidance is needed at this point.

What ¢xactly will the bonuses be based upen?

The new high performance bonus rules will award $200 million a vear to states
that do the best job of placing wellare recipionts into jobs and helping them
succeed in the work place. A total of $80 million will be awarded to the 10 states
that are able to move the highest percentage of their welfare population into jobs,
An additional 850 million will go to the 19 states with the best records of helping
welfare recipients achicve success in the work force, To measure this, HHS will
gxaming each stalc’s success in ensuring that welfare recipients keep jobs once
they get them, and helping their earnings climb over time. Finally, $70 million
will be distributed to the 20 states that show the most improvement in these
measures over time, The Administration felt it was important to include this

measure © spur improvement in states that have only just begun to reform

welfare,
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Question:
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Question:

Answer:

Why did you choose these measures of pecformance? Did you consider
other ones?

After consulting extensively with the states on this important question, we decided
it was best 10 focus on suceess in moving people from welfare to work, and w0 use
measures (hat are universally regarded as reliable with a fong history of
measurement by researchers and experts in this field. HHS may choose to add
other {aciors in later years, ,

Didn’t the goals of the welfare law include discouraging out of wedlock
births and encouraging two-parent families? Why sren’t vou measuring
state performance in those areas?

HHS and the Presudent both felt that work is the lynchpin of welfare reform, and
that the law’s emphasis on work should be reflected 1n measuring high
performance. The states concur with this assessment, In addition, HHS is
readying an additional, separate $100 million a ycar bonus fund {or states that
reduce iliegitimacy - g, the ratio of out-of-wedlock births to total births - so it
scemied appropriate 1o focus on work in distributing these bonus funds.

The Washington Post reported last July that teen births would be one of the
measures -~ why did you drop that measure?

The Administration thinks reducing teen births is critically impottant, and we're
prowd that we've reduced the teen birth rate five years in a row. Three-quarters of
teen births are out of wedlock, and a forthcoming rule will provide another $100
million a year to states that reduce the percentage of children born out of wedlock.
Thus, we focused on promoling work in the high performance bonus.

How much is the average state likely to get from this honus?

We won't know that until we see which states win in each category, It is possible
for a state to win in all four bonus categories, or in any one of the four. Funds will
be distributed based on the size of a state’s welfare program,

According to states, the Administration’s plan does not count workfare as a
job under this bonus, Doesn’t that undermine the Department of Labor’y
stand that workfare is like any other job?

No. The Administration feels strongly that the minimum wage and other worker
protection laws should apply to work{are participants in the same way they apply
tor other workers. 1 a workfare participant counts as an "employee” under these |
laws, then she should get protection. However, these benus funds are designed o
reward states for high performance. We don't beliove that high performunce
should include jobs that are entirely funded by welfare payments, Instead, we will
reward states for placing people in private or public sector jobs that are cither
unsubsidized or only parbally subsidized by welfare!



Question: The states claim that HHS is requiring them to report massive amounts of
data in order to qualify for this bonus, and that much of this information in
unrelated to their performance. 1s that true?

Answer: No. First, entering the competition for the bonus is voluntary for states, so statcs
that don’t want to provide the data don’t have to. Second, the data HHS is
seeking from states is essential to determine state performance. While there is
always a tension between the federal government and the states over data
collection, the bargain in the welfare law was to allow states tremendous
flexibility in exchange for accountability for performance. We can’t truly
measure state performance without data.
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To.  Cathy R.Mays/OPD/EOP
Bubject: Pisluok at this re: kigh performancs--Molissa wants to take it home with her
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ﬁigh Performance Bonus

Talking Points

»*

This high performance bonus will provide states with & powerful incentive 10 move gven
more people from welfare to work - something the President fought hard for during the
welfare reform debate,

In fact, the President told the National Governors’ Association as far back as June of 1995
“If we're going to change the culture of welfare, we have got to reward success, we've got
to depart from the status quo. I want a performance bonus...that will force the welfare
bureaucracy...to focus on work.” When he signed the legislation into law in August of ~
1996 he praised the bill for giving states “powerful performance mcentwes to place more
people on welfare in jobs,”

The performance bonus will spur states 1o continue welfare reform’s stunning success --
welfare caseloads have declined by 2.4 million in the first 13 months of the new law.

The new high performance bonus rules will award $200 million & year (o states that do the
best job of placing welfare recipients into jobs and helping them succeed in the work
place. .

HHS will shortly be releasing formal guidance to the states — described in the attached
summary dated 2/10/98 -~ which defines the measures of success on which the bonuses
will be awarded. Sixty percent of the funds will be distributed based on states’ success in
placing people in jobs and forty percent of the funds will be distributed based on how well
former recipients succeed in the work place, a measure based on job retention and
earnings. , -

}

Key Facts about the Bonus Cormpetition ‘ S ,

»

A total of $80 million would be awarded to the 10 states that are able to move the highest

percentage of their welfare population into jobs.

- An additional $50 million would goto the 10 states with'the best records of helping

welfare recipients achieve success in the work force. To measure this, HHS will examine
each state’s success in ensuring that welfare recipients keep 3&1}3 once they get them, and
helping their carnings to chimb over time.

Finally, $70 million will be distribisted to the 20 states that show the most improvement in
these measures over time. The Administration felt it was important to include these
measure tct Spur 1mpmvement in statcs that have cmly just begun to reform welfare

The Administration developed this proposal afier extensive consultation with states on

+
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ﬁngh Performance Bonus
Statements by President Clinton

. ow

“Welfare reform should have real incentives to reward the siales who do succeed in putting
people 10 work, not for cutting them off...Jf we're going to change the culture of welfare, we
have got fo reward success, we've gol to depart from the status quo. I want a performance
bonus, but one that will force :he welfure ﬁv::reauaracy and the welfare recipients to foc:zs on

worl

June 6, 1995 remarks to the National Governors Association National Summit on Young Children

“The fimal welfare reform legisiation should provide sufficient child care to enable recipients to

leave welfare for work; reward Siates for placing people in jobs; restore the guarantee of healih

coverage for poor families; require States to maintain their stake in moving people from
welfare to work; and protect States and families in the event of economic downturn and
‘ population growth. ”

- ¥

Jacurary 9, 1996 message 1o House of Rzpmscmmivas

“As you know, Congress sent me a we{fare reform bill last year that fell shori of my principles as
- well as those expressed by the NGA in your February resolution. After my veto and your
uncrsimons resolution, I am pleased that the Congressional iea&mhip has made several
significart improvemenis that have made this a much better bill. They've added 34 billion in
child care, included a 81 billion work performance bonus to reward states for moving people
Jrom welfare to work. They removed ihe spending cap on food stamps so that states don't come
up short in tough times. Their original bill made cuts in structural changes that were tough on
children — a school tunch block grans, a 25 percent cut in 8SI for disabled children, cuts in
Joster care. The current bifl drops all these provisions.™

¢

Tuly 16, 1996 statement to the National Governors Association

“The new bill restores America’s basic bargain of praviding opportunity and demanding in
return responsibility.. It requires states to maintain their own spending on welfare reform and
gives them powerfil performance incentives to place more people on welfare in jobs. ™

Augsst 12, 1996 statement at welfare bill signing ceromony
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these measures. Details will be released to states in the form of state guidance, applicable
to the first year of the competition, to be followed by a regulation that will govern future
years. States must submit relevant data to HHS to enter the competition, but participation
in the high performance bonus competition is voluntary. The first awards are expected to
be made in mid-1999.
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LRAFT ROTENTIAL SPECIFICATIONS EOR
INTERIM AWARD OF HICH DERFPORMANCE RBRONUS (FY 15899}

$¢00 mililon in High Performance Bonus funds to States would
be awarded in FPY 1939 for performance in FY 1398,

Funde would be awarded to States on the basis of theiyw
rankings on four work-related msasures -~ job entry rate, a
guccass in woerk force measure, increase in job entry rate
and incraase in the success in work force measure. The
first two measurss will address State pexformance, and last
two will address improvemsnt in State performance.

1} Job Entxy Rate - the ranking of the percentage of the
unduplicated numbey of FY 1998 adults receiving
assistance wheo sntered employment f£or the first time in
FY 1988 {(whecther or not they remain on TANF},

2}

sfet 3T e, Y WRTLe) s - agure (A composite ranking
of Two wmxghtad xaxas} - tha ranking of the sum of two
times Lhe Job Retention rate ranking plus the Earnings
Gain rate ranking of FY 13%% newly employed adull
racipiants.

aj

k rion Rate - the ranking of the percentags
of alz FY 1993 adult regipients who were newly
employed in one gusyter and wera also employed in
the first subsequent qgquartey. (At thig point, they
might be former recipients.)

b) Baynipgs Gain Rate - the ranking of tha parcentage
gain in earnings betweesn the initial gquerter and
the second subseguent gquarter of FY 1998 newly
smployed adult recipients employed in bokh
quarters. (At this point, they might be former
weciplants, )

3) inere in Job En Rats - the ranking of the
pavcanaage changa bauween FY 1997 and FY 19928 of the
unduplicated number of Yecipients who antered
employment.

4} Increase in the Successy of the Work-Fe A ELLTE
xankxng of the gum of two times the garcentaga change
in the Job Retentien rates ranking plus the percentage
change in the Earnings Gain rates ranking between FY
1597 and FY 1998 of nswly amployad adulr recipients.
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DOMESTIC POLICY ool

de » ate - the ranking of
the percantag& chaaga batw&en FY 1987 and FY 1998
in the job retention rate of newly employed aduls
recipients in one gquarter whe ware alse emploved
in the first subseguent guarter. (At this point,
Lhey might ba formey recipients.)

I} Ingrease in Farnings Gai ate - the ranking of
the pmrcsnt&ga change between FY 1997 and FY 1998
in earnings gain of newly employed adult )
recipients employed in both the initial and the
second gubsequent guarrer, (At thig point, they
might be former recipients.)

In the case of tha first two measures, State yates would be
ranked on absolutae performance in FY 1988; fox the latterx
two measures, State yates would be ranked based on the
gxtent to which r[helr performunce in FY 1998 exceeded their
performanced On vhat sawme wsasuye in PY 1897,

Tan States with the highest scares on each of the four
measuyes would be eligible far beonus monies. Por sach
measure, the porcent and total amount of the avallable §$200
million award money will be ag follows:

Jab Ent ry Rate ......... s rae ey eaaa 40% (580 million)
Sudcess in the Work Fora& ........ veesee o 25% {550 million)
Increase in Job Entry Rate ......... vens 20% (840 million}
Incresse in Succesg in the Work Forves ... 18% {$30 million)

Each Srate’s share of the total bonus amount cannct exceed S
percent of the basic TANF grant, known as the Family
Assistange Crant (or SFAG) .,

To aveld bias due te seasonal differences, peyformance over
the course of an entire yeaxr would be included.

Ir all caees, $tate pexformance would be computed only with
raspect to families that: (1) are receiving assistance [as
defined in the policy guidance we igsued January 31, 1987
{TANF~ACF-PA-87-13), and {2} include an adult. In order ¢n
compate for the High Performance Bonus, States must raport
comparakle dava for fawmilies receiving assistancs zn
separate Stata prograns for FY 13887 and 18%§. :
Srateg would submit the best dsta they have availakle on
each measura. Thus, they may use matches with guarterly
Unaemployment Ingurance {Ul} data, survevya, adwninistrative
records or & combination of these data sources.

Along with aggragaté reporting on the meagures, oash State
would be reguired to: 1) specify the data souxces and
methodalogy 4L has used to determine the aggregste numbears;

oo
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doas

2} inelude a certification that it has provided the besgt
dara available on the measurse in .the formula; 3} mainzain
records that adeguately document the derivation of its
performance data; and &) provide accass to such records, for
validation purposSes, upon regquest.

A State would nor nesd te submit data if it did not want to
compete on any particular measure, However, as indicared
previcusly, States would need Lo submit comparable
performance and cageload characteristics data for geparate
State programs in ordar to gualifly for a High Performance
Bonug. . {A Statre would still be shle to compete in tLhs
Sucgess in the Work Foree measure even if data for only one
af the twoe messures were submitted. The rank assigned to
the measure to each State for which no data were submitted
would be the number following the number of States that
submitted data for the measure,)
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High Performance Bonus

Talking Points

This high performance bonus will provide states with a powerful incentive to
move even more people from welfare to work -- something the President
fought hard for during the welfare reform debate.

In fact, the President told the National Governors’ Association as far back as
June of 1995 “if we're going to change the culture of welfare, we have got
to reward success, we've got to depart from the status quo. | want a
performance bonus...that will force the welfare bureaucracy...to focus on
work.” When he signed the legislation into law in August of 19886 he
praised the bill for giving states “powerful performance incentives to place
more people on welfare in jobs.”

The performance bonus will spur states to continue welfare reform’s
stunning success -- welfare caseloads have declined by 2.4 million in the first
13 months of the new law. -

The new high performance bonus rules will award $200 million a year to
states that do the best job of placing welfare recipients into jobs and helping
them succeed in the work place.

HHS will shortly be releasing formal guidance to the states -- described in the
attached summary dated 2/10/98 -- which defines the measures of success
on which the bonuses will be awarded. Sixty percent of the funds will be
distributed based on states’ success in placing people in jobs and forty
percent of the funds will be distributed based on how well former recipients
succeed in the work place, a measure hased on job retention and earnings.

Key Facts about the Bonus Competition

A total of $80 million would be awarded to the 10 states that are able to
move the highest percentage of their welfare population into jobs.

An additional $50 million would go to the 10 states with the best records of
helping welfare recipients achieve success in the work force. To measure
this, HHS will examine each state’s success in ensuring that welfare
recipients keep jobs once they get them, and helping their earnings to climb
over time. :

Finally, $70 million will be distributed to the 20 states that show the most
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improvement in these measures over time. The Administration felt it was
important to include these measure to spur improvement in states that have
only just begun to reform welfare,

The Administration developed this proposal after extensive consultation with
states on these measures, Details will be released to states in the form of
state guidance, applicable to the first year of the competition, to be followed
by a regulation that will govern future years, States must submit relevant
data to HHS 1o enter the competition, but participation in the high
performance bonus competition is voluntary. The first awards are expected
to be made in mid-1888.
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High Performance Bonus
Statements by President Clinton

“Welfare reform should have real incentives to reward the states who do succeed in
putting people to work, not for cutting them off...If we're going to change the
culture of welfare, we have got to reward success, we've got to depart from the
status quo. | want a performance bonus, but one that will force the welfare
bureaucracy and the welfare recipients to focus on
work,”

June 6, 1995 remarks to the National Governors Association National Summit an Young Children

“The final welfare reform legislation should provide sufficient child care to enable
recipients to leave welfare for work; reward States for placing people in jobs;
restore the guarantee of health coverage for poor families; require States to
maintain their stake in moving people from welfare to work,; and protect States
and families in the event of economic downturn and population growth.,”

Janurary 9, 1396 message to House of Representatives

“As you know, Congress sent me a welfare reform bill last year that fell short of
my principles as well as those expressed by the NGA in your February resolution.
After my veto and your

unanimous resolution, | am pleased that the Congressional leadership has made
several significant improvements that have made this a much better bill. They've

added $4 billion in child care, included a $1 billion work performance bonus to

reward states for moving people
from welfare to work. They removed the spending cap on food stamps so that
states don't come up short in tough times. Their original bill made cuts in
structural changes that were tough on children -- a school lunch block grant, a 25
percent cut in SSI for disabled children, cuts in foster care. The current bill drops
all these provisions.”

July 16, 1996 statement to the National Governors Association
“The new bill restores America’s basic bargain of providing opportunity and
demanding in return responsibility.../t requires states to maintain their own
spending on welfare reform and gives them powerful performance incentives to

place more people on welfare in jobs.”

August 12, 1996 statement at welfare bill signing ceremony
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Qverview: The statute says that the Secretary, in consultation with NGA and APW&, “shall develop s formula for measuring state
performance in operating the state program under this part 50 as 0 achieve the goals set forth in section 401(z)."

| Those 4 goals are;

| “{1) provide assistance to needy families so that children may be cared for in their own homes or in the homes of relatives;

1 (2) end the dependence of needy parents on government benefits by promoting job preparation, work, and marmiage;

[ (3) prevent and reduce the incidence of out-of-wedlock pregnancies and establish armual numerical goals for preventing and reducing the
incidence of these pregnancies; and

{4) encourage the formation and muaintenance of two.parent famiies.”

1t HHS's draft guidance includes 6 work-related measuses: absolute performance on job entry, retention, and earings gain and improvement on the
| same three measures. The $200 million pot for FY99 would be split evenly among these 6 measures. The resulting pots of $33 million each
would be distributed to the top 10 states in each category. The amount any individual state would receive wonld be proportional to its size.

Job Euntry The number of recipients who entered employment in 1998, as | Same as guidance | Do single composite measure for job
| Rate a percentage of all families on assistanice entry and job retention

Job Retention | The number of 1998 job entries in each quarter who are still Same as puidance
employed the next quarter, g5 a percentage of all job entries

Earnings Gain | The percentage gan in eamings of all recipienisw who entered Same as guidance | Could drop or delay until NPRM
employment in 1998, measured from the initial quarter to 2

E S

guaarters later.
Improvement | Theimprovement in ¢ach of the 3 measures above from 1997 | Same as guidance Could do separste, smaller pot for
Measures' to 1998. mmprovements {25% of wotal?) to
. encourage all states to participate
| Nom-work None | Working on teen

child well-being
measures n foture

Measures births measure; b%
may propose other ?'%‘tzz \
* e




Distribution

Top 10 states for each of 6 measures. Size of bonus related to
size of TANF block grant.

(HHS chose not to do a composite measure, but mstead to

Develop composite work measure and
award to 10 top states on absolute
performance and 10 top states on
improvernent  (Option of more money
to hxghez perfamzm}

5;}read the money a.round aﬁé amzrd 60 sepmic bonuses. )

il

Treatment of | Depend on whether the data states choose to use mcludes Unknown {1) Unsubsidized work ozﬁy -~ bat ths
Workfare those on workfare. Ul data would not, creates a problem with UT data; or
: {23 All subsidized and unsubsidized,
but exclude work subsidized 100% by
! TANF
Include those | Yes Yes
weorking while
on welfare?
fInclude State- | States are required to report data on state-only programs, but | Same as guidance | States that abuse state-only programs
| only programs | are not measured on the performance of these programs. could not receive a bonus. (Must
[ in measure of | States are warned that sbuse of state-only could lead HHS to define abuse.)
| performance? | include them in the future.
| Excess funds | Statute Hmits any state™s bonus to 5% of the TANF grant. This | Unknown Carry gxcess funds to next year or
i above 5% cap | creates a potential ‘cap problem' depending on the size of the award to next highest performing
wirming states. Guidance indicates HHS may reallocate extra state(s) in sume category.
funds to states that qualify for bonuses on other measures and
are not at their cap.
| Datato Whatever states want to subimnit, as long as they certify they aze Prefer UI data (for | Get data to measure progress toward
j Measure using the best data possible work measwres) goal of 1 million to work by 2000.

| Performance




Other issues:

- State-selected, optional measures: resommended by states, mentioned in HHS concept paper, not addressed in guidance.

. Adjustment for state economic and other circumstances; recominended by states, ruentioned in HHS concept paper, not
addressed in guidance.



