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Statutory Lunguagc 

PUBLIC LA W 104-1 93-Aug. 22, 1996 

Regarding ihcgoals"rifthc TANF Program;tHe statuie reads-as foHows: ~-;

1 __ ~__ __~~_.,,_. ___'___ • ____ I 
Section 401. - 

Purpose. 

(a) 111 Gcncral::Thepurpose(Jf tljJS-part'is to"increase the flexibility 'ofStates'in"op'erating'a program 
rde~dt~- ,._-... - .. -.- - .. -, .... , - .....--..- .-"' - ------ - - . j 
L-. __ ~_ ---- .. -.' -~-.- - .. _.-- ~~_ ~ 


.! (1) j5roViae"aSsistance 10 needy families so that children may be cared'fofin their own"homes 01' 

-- --" - -~ ~ ~--- -.~---. - -, - - !
in the homes of relatives; ( - ~ - - - .- ..- """.-- .~--. ~'-'.-::'--'. . . ~ .~- 

(2) end the dependence of needy parents on govermrient benefits'by promoting job '1 


'preparation, work, and marringe; I - - -- - - ,- ~- -. --~~ -.- - ~--- . - ---- - - . ..I: 

r.:.. . "J:3)prcvenl and reduce t~e j~~id~~cc of out-o"f-wCdlocfpre-gn-aiiCies a-nd-establislfarmual~) 

rfITmeric !gonls for preventing 3.t)d reducing the incidence of these pregnancies; and/-- -- - .~.J 

......- -- (4) encouroge'ihe formation and maiilien~-nce' oftwo~parent familieS. --.
,-. -- --,,_.. - _.- --- .. - - . - ' 

Regording the High Performance Bonus, the statute reads as follows: 

Seclion403 (3)(4)_
..... :-- ...-'~.' ... -~-~ ... 
. Bonus: to reward hJgh.perfonnanee stalcs.~ ___ _ _ _ _ _ __ __ _ _ ---" " _ 

----~jA)ltLGenera1.trhe Secretnry shall make a grant pursuant S~ thls.paragr~ph.t~ eaph_~tat~~_f~!J 
c.::.aph b0!.1!!.YS:.i1r,for. which the Stare is a high performing State, __ i 

(B) Amount of Grant.· 
(1) In GenernL~ Subject to clause (it) ofthis subparagraph, the Secretary shall determine 


the amount of the grant payable under this paragraph to a high perfonning State for a bonus year, which 

shall he based 011 the score assigned to the State under subparagraph (D)(i) for the fiscal year that 

immediately precooes the bonus year. 


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

shan not exceed 5 percent of the State family assistance grant. 


(C)Form~la-for nleasurlng -Si~te p'~rfornlance:~' I 

'Not' Utter than:) yeafafterihe"date'o{the enact~e~t of the Pcrsonai'Rcsponsihility.and Work_ 

"Opportunity Reconciliation"Act of'1996, the Sccrct'lfY. in consultation 'vvith the National Governors' ', ; 

Assm;:iation and the American Public Welfare Association, shall develop a formula for measuring State ) 

pe:!~m~'2<: irtgpcrating the·State program funded under this.part so as t.~L~£b!~~_e ~e g.?a.ls s_et f~rth )n 
(""'.ti~,:4~I(a) L _.. _. ., __ ... _ .______._______. 
-s.- _. (I?)·h,:,cIOI!~ng.Of state performance; setting ofpcrformance thresholdsrFor .:ach~ti~_r:~s "~eaf, t~e -__ I 
L::e~~e~ ~ _~ _.~ . 

'(i)'use the formula-developed imdeT sllhI>llf.igraph"(C}'to·asstgn'a score to'each'eligible ~ 7 
"'Statc'forthcifiscalycarthutimmediutclyprccedesthcbonusy'~a!;,~md_ - _._. -~ - -- ~ - 
,,-~-.. -'(ii) prescribes aperfonnancc threshold in ;uch amanner so-asTo-ensurelhat~ -- -- -7

". ='_~ .qrthc'averagc'tinnual tot~Wamount ~.~ ~a~1s'~~;~:~:n~~~~d~r i~j~p;rngraph..J I 
~each'bonusyearequals$200jOOOjOO{};and .:-_. ___~, __ . _~,. -:=-,'_~-- ~ 

-, .-- - - - I (II) the total (t!Tl2l1Jlt.9f g~~!1ts.t(),bc.made.under.this.paragraph forJtltborm~/ 


y~sequit!s!l ;~·~O~~OO,OOO. ;' 

(Il) Dcfinitions.·As used in this paragraph: 


http:t!Tl2l1Jlt.9f
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. ' ... .... '" 

(i) Bonus year - The term' bonus year' means fiscal years 1999. 2000, 2001., 2002. 
and 2003. 

(Ii) High performing state:-The ten; lhTgil perfo~~i;;gSt~tc ,-m~~~s: 'withre;p~t to a - ) 
bon"us year, rnr eligiblc'Sta1e whose sco~ assigned pursuant to subpamgroph (D)(i) for thc fiscal year 
immediately preceding the bonus ycar equals or exceeds the performance threshold prescribed under - --" 

ts~bparagraph (D)(iifforcsiicilpreceding fi"",,1 year . .: ~.~ ., 
- '-(Ffifpproprlation:~Out of any money in the Treasury oftne United States not otherwise 

appropriated, there are appropriated for fiscal years 1999 through 2003 S 1 ;000,000,000 for grants 

under this paragraph. 


Regarding Use of Bonus Funds 

Section 404 (Use of Grants) states: 

"(a) General Rules,· Subject to this part, a State to which a grant is made under section 403 may use 

the grant· 


(1) in any mariller that is reasonably calculated to ~ccomptish the purpose of this part. including 
to provide low income households with assistance in meeting home heating and cooling costs; or 

(2) in any manner that the State was authorized to use amounts received under purt A or F, as 

such parts were in effect on September 30. 1995. 

(b) Limitation on use of grant for administrative purposes 

(1) Limitation.~ A State to which a grant is made under section 403 shall not expend more than 

15 percent of the grant for administrative purposes. ' 


, 
I,•• f' 
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I'roposal fGr Welfare Higb Performance Bonus Measures on 


Food Stamps and Medicaid Enrollment 


~'OOD STAMPS 

The proposal would measure tlie improvement in the proportion oflow-incorne working families 
obtaining food s.tamps, Sp«lftcally, the formula would be: 

#- offamilies with children lIIuJer 18 with income < 130% poverty line alld 
earnings equal to af least halj-timc,full-yeur minimum wage 

receiving/ood slamps ' 

divil/cd by 

# offamilies with children fInder 18 with i~cQmc < J30% poverTy line and 
earnings equal to at leasllta/ffime,ju/f-year minimum wage 

Data: Census Bureau American Community Survey, for which the Administration is seeking funding. 

MEDlCAlIJlCmp 

To be considered eligible for the MedicaidfCHiP bonus, states must first meet the following: 

All four Ofihc following mandatory process measures: 

• 	 State has issued policy instructions or regulatiuns specifying that, at first contact with the 
TA!\,'F agency, individuals must be given the opportunity to apply for Medicaid. 

• 	 Whcn welfarcwfclated (section 1931) eligibility is lost, a state must -issue the family written 
notice and a card Qr other evidence oftheir entitlement to assistanee. 

• 	 State has issued policy instructions or regulations specifying that members may not be 
terrninatcd until determined that they arc not eligihle under any othcr ~1edicaid !,'TOUp, 

• 	 All daw requirements under the law are fulfilled, including being up to date on all r,,1cdicaid 
and CHiP data submissions as wcll as the MSrS system on line and working. 

Two of the seven foHowing optional process measures: 

• 	 State acccpts mail or phone applications for family and chddrcn, without requiring a face~to-
face interview. 

• 	 Slate Medicaid workers have been outslntior.ed at locations in addition 10 those required. 

• 	 Medicaid c;igibitjly has been cxpanded through the usc ofmorc liberal 1931 mechani,;ms. 

• 	 The determination of whether a parent is unemployed has beea broadened 10 include parents 
who are employed more than 100 hours pet month. 

• 	 S~atc provides continuous. eligibility for child;en fhr a pcriod or tlme without regard tn 
changes in circumstances. 

• 	 Stale provides a period of presumptive cligibil,ty for children \vho are likely to be eligihk. 

• 	 S:ale has simpllfit"tl enrollment anJ :eemnlln:cnt pruccss for children and low-income 
families. 
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Once a state is eligible, the bonus would be awarded according to the following fannula: 

# ofnon-disabled, 1lOn-elderly individuals elJrolled in AledicaidJCHfP as determined by stafc MSlS data 

divided by 

# ofillffh4duals if! families with children under 18 with incomes < 200% poycn), line Wi tlefermiIH:tl by 
American Community SIll'vey data 

ALLOCATION OF BONUS A IVARD FUNDS 

For FY 2002 and beyond, the proposal would allocate (he $200 million available tinder the High 
Performance Bwus as fonows: 

• 	 .$140 million, or 70 percent of total funds, would be allocated for the four work measures - see table 
below. 

• 	 $60 million, or 30 percent of total funds, wOllld be allocated for the non·work measures ($15 million 
for each): (1) Mcd:caid enrollment, (2) I~ood Stamps enrollment, (3) family formation and family 
stability - defined as ycar-to~year increase in percent ofchildren below 200% of poverty living in 
married couple families. nnd (4) child nnd family wel1~being - defilled as year·to~year reduction in 
state child poverty tate, 

Prior to FY 2002, thc honuses \vould be awarded on the basis ofthe four work measures only. 

States would be ranked [or each category and bonuses would be awaroed to the ten states with the best 
perfonnance. 

~'Y 1999 and FY 2000· FY ZOO"-- I'roposal 
Measure Amount ; % of total , Amount ' % of work bonus I % of total 
Joh Entry $80M 40% $GaM ,43% ' 30% 

""Success in Workforce $50 M 25% $40M ! 28"/" ' 20% 
Improvement in Job S40M : ZO% I $2SM 18% 13% , 
Entry , 
Improvemcnt in S30M ! l5% I S15M 11% ,7% 
Success in Workforce 

, 

, , 

I 

rt-.,1cdicaid" , 
I $15 M , 7,5% 

""j 
, I 

Jood Sta~p'_'__ $15 M 7.5% 
i FnmUy Formation I S15 M 75% 

Child Well-Being $15 M 7.5% 
, 

TOTAL I $200 Iv! 100% S200M i 100% ,J
"""' 

.. CU!Tcnlly. we plan to issue guidance extending the FY 2000 approach through FY 2001. 



t Cynthl. A. Rio. 07122i99 11 :44:22 AM 

Record Type: Record 

To; Sruce N. ReedlOPDIEOP@EOP 

cc; 
Subject: Response to your note on High Performance Bonus 

You sent me a note on Senator Rockefeller's letter, outlining your reservations about using enro11ment in 
Medicaid and Food Stamps as a measure for the High Performance Bonus. I think there are pretty good 
answers to your concems (see below), but that doesn't mean I think we have to address these issues in 
the high performance bonus (though it would buy us a 101 of good will). I'm currently pursuing two 
strategies: (1) investigating the feisability of possible 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 outside of the high perfonnance bonus we could lake to encourage states to enroll more 
eligible families (for example, maybe we can impose new penaltles for states thaI don't follow proper 
application proC~dures). Once I've got more informai!on, we should sit down and discuss. 

A few responses to your poinls: 

(1) No statutory basls: We coutd easily argue that Ihese measures fall under either the first statutory 
TANF purpose (~provide assistance to needy families so thai children may be cared for in their own 
homes or in the homes of relatives" ~. food stamps, for example, could prevent neglect and fosler cate 
placement) or the second ("end the dependence of needy parents on government benefils by promoting 
job preparation, work, and marrtage~ - since ensuring working families get heallh and nutrition benefits 
helps promote work over welfare, and helps keep families from being "dependent~ I.e. wholly dependent 
on government assistance). 

(2) Irs arbitrary u FS and Medicaid take up are voluntary. and not in state's control: This is true, but 
food stamps and Medicaid are no more outside the state's: controf than work, Not only can an individual 
can refuse to work, but independent economic conditions can affect a state's abil!ty to get a recipient a 
job. Individuals refusing FS and Medicaid shouldn't make the measure invalid. so long as the rate of 
refusal doesn't vary widely across states, 

(3) Weird to reward states for keeping people on assistance: We would only want to include 
measures thai rewarded states for dOing a good jOb of er,romng ehgibles - e,9., what percent of kids 
under the FS 130% of poverty income limit' are enrolled. You're right that a state wouldn't get credit for a 

il making more U',an 1301%: of but they wouldn't be i either, I 

on I~ 
(4) People who get good jobs no longer qualUy for food stamps. so what kind of Incentive is that? 
A family of four can make almost twice Ihe minimum wage and stll! be eligible for food stamps (up to 
about $10,.~O on hour), Obviously the more they make the less they get in food stamps (a family of four' 
making $1,00 an hour gets $196 a month in food stamps -~the same family making $9.00 an hour gets 
SSel It we designed the bonus right. the FS bonus would not disadvantage states that placed people in 
high paying jobs, and the work measures mlghl reward thom (10 the extent high wages lead to job 
retention}, 
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(C) 0hildren born into families receiving welfare assist
ance are .3 times more likely to be on welfare when they 
reach adulthood than ehildren not oom into families receiv
ing welfare. 

(0) Mothers under 20 years of age are at the great~~~t 
risk {jf bearing low birth weight babies. . 

(E) The younger the single-parent mother, the less 
likely.;;he is to finish high school. 

(F) Young women who have children before finishing 
high school are more likely to rtceive weifare assistanre 
fer a longer period artime, _ 

(G) Between 1985 and 1990. the public cost of births 
to teenage mothers under the aid to families with depend
ent children program, the food stamp program, and the 
medicaid program has been estimated at $120,000,000.000. 

(Ii) The absence of a father in the life of a child 
has a negative effect on school performance and pe~r 
adjustment. 

(!) Children or teenage single parents have lower cog
nitive scores, lower educational aspiratbns, and a greater 
likelihood ofberoming teenage parents themselves, 

(J) Children of single·parent homes are 3 times more 
likely to fa.il and repeat a year in grade school than are 
children from intact 2-parent families. 

(K) Children (rom single-pprent homes are almost 4 
times mort> likely to be expelled or suspended from school. 

(L) Neighborhoods with larger percentages of yuuth
aged 12 through 20 and areas with higher percentages 
of single-parent hQuseholds have higher rates of violent 
crime. 

(M) Of those youth held for criminal offe,,~es ....."itbin 
the State juvenile justice syst.eln, only 29,8 percent lived 
primarily in a home with both parents. In contl'"dst to 
these incan::erated youth, 73.9 pereent of the 62,800.000 
children in the Nation's resident population wern living 
v;ith both parents. 
(lO) Therefore, in light of this demonstration of the crisis 

in, our Notion, it is the sense of t-he Congr(1SS that prevention 
of out-cf-wedlock pregnancy and reduction in oUl-ru-wedlock 
birth are very importllnt Government interests and the policy 
(1)nlaim~d in ptllrt A of title IV of the Social $a'Urity Act (as 
amended by section l03(a) of this Act) is intended to address 
the crisis. 

SEC, jUZ. REFERENCE TO SOCIAL SECUlUTY ACT, 

Except as othetv.'ise specifiwly provided, wherever in this title 
an amendment is express~ in terms of an amendment to or repeal 
of a section or other provision, the reference shall be oonsiderocl 
to be made to that section or other provision of the Social Security 
Act. 

SEC. ll)l. Bl'ocK GRA.....TS TO STA1'ES. 

(a) IN GEN,:RAL.-Part A of title TV (42 U.s.C. 601 et seqJ 
11> amended- . 

O) bj striking aU that pt"ei:et1es section 418 {as added 
by section 603(bX2} of this Act} and inserting the following:: 

PUHLlI.,; LhW JJJ4-.l::lu--.t\vv. ~ ... , J.<1-VV ....." ...... "'.~". _...... 
"PAR!' A-BLOCK GRANTS TO STATES FOR 

TEMPORARY ASSISTANCE FOR NEEDY FAMI. 
LIES 

"SEC. 401. PURPOSE. 42 USC 601

"(a) IN GENERAL.-The purpose of this part is to increase the 
flexibility of States in operating a program de$ignifd to

"(1) provide assistance to needy families so that children 
may be eared for in their own homes a.r in the homes of 
relatiVes; 

. "(2) end the dependence of need)' parent.' an government 
benefits by promoting job preparation, work. and marriage; 

. "'(3) prevent end reduce the incidence of out-of-wedlock 
pregnanClcs and establish annual numerical goals forlrevent
mg and reducing the incidence of these pregnancies; an 

"{4) enct>utage the formation and maintenance of two-par
rot families. ' 
"(b) No INDIVIDUAL ENTrTLEMENT.-Tbls part shAll not be inter

preted to ¢ntitle any individual or frunily til assistance under 6llY 
State program funded under this part. 
"SEC..w2. ELIGIBLE STATES; STATE PI..AN. 

"{n} iN GENEAAL.-As used in thiR part, the term 'eligible State' 
pleans, with respect to a rUlC8l year. a State that, during the 

(2-year)period immediately preeeding the liscal year, has submitted 
t<.f-tlle Secreto.ry a plan that the Sceretary hu found includes 
the following: 

,,(1) OUTLINE OF FAMILY ASSISTANCE PROOaAM.
"(A) GENERAL PROVlSTONS.-A written document: that 

outlinea how the State intends to do the following: 
"'{i} Conduct a program, designed to serve all pol.iti~ 

tal subdivisions in the State {not necessarily in a uni
form manner}, that providfm Msistante to needy fami~ 
lies with (or expecting) children and provides parents 
with job preparation. work, and support services to 
enable them to leave the program and become seJf~ 
sufficient.. 

"(ii) Require e. parent or caretaker reeeiving asaist
ance under the program to engage in work (as defined 
by the State) once the state determines the parent 
or cttretaker is ready to engage in work. or once the 
parent or caretaker has received assistance under the 
p~m for 24 months {whether or not coneecutivt}, 
whichever is earlier. 4-- . 

"(iii) Ensure that parents nnd caretak0l'8 receiving 
usiatanee under the progrnm engage in work activities 
in accOl"dante with section 407. 

"(iv) Take such reasonable steps 811 the State 
deems necessary W restrict the use end disclosure of 
information about individuals and t'amiHe!I reeeiving 
assistance under the program attributable to funds 
proVided by the Federal Government. 

"'(v) Establish goals and take action to prevent 
and reduce the incidence of' out·of~wedloek pregnancies
with special emphasis on teenage pregna.ncies, ana r 
establish numeriCal goal~ for reducing the illegitimacy 
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Questions and Answers on High Performance Bonns 

February 17, 1998 


Question: 

Answer: 

Question: 


Answer: 


Question: 


Answer: 


Is today's Washington Past story true? Is the Administration about to release 
state guidance on high performance bonuses? 

Yes. This high performance bonus will provide states with a powerful incentive 
to move even more people from \vclfare to work. The President fought hard for 
such a bonus during the welfare reform debate. In fact, the PresIdent told the 
National Governors' Association a" far back as June of 1995: "(f we're going to 
change the culture ofweUbrc, 'we have got to reward success, we've got to depart 
from the status quo, J want a performance bonus,..that will force the welfare 
bureaucracy ... lO focus on work." When he signed the legislation into law in 
August of 1996, he praised the bill for giving states hpowerful performance 
incentives to place more people on welfare in jobs," 

HHS will shortly be releasing fannal guidnncc to the states that defines the 
measures of success on which the $200 million a year 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 Oil how 
well former recipients succeed in the work place, a measure bused on job retention 
and earnings. 

What~s DCW 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 biIlion in bonuses should be 
distributed. The law calls tOr state performance to he measured starting this fiscal 
year, so HHS's guidance is needed at this point 

\Vhat exactly will the bonuses be based upon? 

The new high performance bonus rules will award $200 million a year to states 
that do the best joh of placing welfare recipients into jobs and helping them 
succeed in the wQrk place. A total of$80 million will be awarded to the 10 states 
that arc able to move the highest percentage of their wcJfare population into jobs, 
An additional S50 million will go to the 10 stales with the best records of helping 
welfare recipients achieve success in the work force. To measure this, Hl::lS will 
examine each state's success in ensuring that welfare recipients keep jobs once 
they gel 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 "vas important to include this 
measure to spur improvement in states that have only just begun to reform 
welfare. 
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Question: 	 Why did you choose these measures of performuncc'! Did you consider 
other ones? 

Answer: 	 After consulting extensively with the states on this important question, we decided 
it was best to focus on success in moving people from welfare to work, and to use 
metlSUres that are universally regarded as reliable with a long history of 
measurement by researchers and experts in this field. HHS may choose to add 
other factors in later years, 

Question! 	 Dido't the goals or tbe welfare law include discouraging out of wedlock 
births and encouraging two-parent families? Why arcn't you measuring 
state performance in those areas? 

Answer: 	 HHS and the President hoth felt that work is the Iynchpin orwclfare reform, ~md 
that the law's emphnsis on work should be reflected in measuring high 
performance. The states concur with this assessment In addition, HHS is: 
readying an additional, separate $100 million a yca!' bonus ftu1d t'or states that 
rcdu\;c illegitimacy -- 1&.. the ratio of out-of-wedlock births to t01al births -- so it 
seemed appropriate to focus on work in distributing these bonUR funds. 

Question: 	 The Washington I'ost reported last July that teeh births would be one of the 
measures ** why did you drop that measurc'? 

Answer: 	 The Administration thinks reducing teen births is critlcnlly important, and we're 
proud that wetve reduccd the teen birth rate five years in a row. Three~quarters of 
teen births are out of wedlock, and a forthcoming ruJe 'will provide another $1 00 
million a year to states that reduce the percentage of children born out of wedlock. 
Thus, we focused on promoting work in the high performance bonus. 

Question: 	 How much is the average state likely to get from this bonus? 

Answer: 	 We won't know-that UJltil we see which states win in each category, It is possible 
for a state to win in all four bonus categories, or in anyone oftnc four. Funds will 
be distributed based on the size ofa state's welfare progmm, 

Question: 	 According to states, the Administration's plan does not count workfare as a 
job under this bonus. Oocsn't that undermine the Department of Labor's 
stand that workfare is like any other job? 

Answer: 	 No. The Administration feels strongly that the minimum wage and other worker 
protection laws should apply to workfare ~Irticipants in the same way they apply 
to other workers. If a workfare participant counts as an "employee" under these' 
laws j then she should get protection. However, these bonus funds firc designed to 
reward state.'i for high performance. We don't 'believe that high performance 
should include johs that arc entirely funded by welfare payments. Instead. we will 
reward states for placing people in private or public sector jobs that are either 
unsubsidizcd or only partially 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. Is that true? 

Answer: No. First, entering the competition for the bonus is voluntary for states, so states 
that don't want to provide the data don't have to. Second, the data HHS is 
seeking from states is essential to detennine state perfonnance. 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 perfonnance without data. 
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~ect: Pis took: at tl1i$ 11'1: high perlormanoo--Mollssa wants to take It home with h9f' 

Bruce doesn' ....mro havelookod at Ihis yet....any chonce he'll be able to soOn? 
Malissa Skolfle&d needs ilto do a leak Bruoe wantS her 10 do. 
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hpb0213.wpd hpbpotu$,wpd Bruce, is Ihis what you had in mind? 
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High Performance Bonus 

T.JlUng 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 bard for during the 
welfare reform debate, 

• 	 In fact, the President told the National Governors' Association as 'far back as June of 1995 
"lfwe're going to change the culture ofwelfare~ we have got to reward success, we've got 
to depart from the status quo, I want a performance bonus, ,,\hat will force the welfare 
bureaucracy...to focus on work." When he signed the legislation into law in August of . 
1996 he praised the bi11 for giying states "powerful perfonnB:!1ce incentives to place more 
people on welfare in jobs," 

• 	 The perfonnance bonus will spur states to continue welfare reform's stunning success
welfare easeloads have declined by 2,4 million in the first 13 months of the new law, 

• 	 The new high performance bonus rules will award S200'million a year to states that do the 
best job of placing welfare recipients into jobs 'and helping them sueeead in the work 
place. \ 

• 	 HHS will shortly be releasing forma! guidanee to the states - described,in the attached 
summary dated 2110/98 •• which defines the measures of success on which the bonuses 
will be awarded, Sixty pereent ofthe fund; will he distributed based on .tates' success in 
placing people in jobs and forty pereent of the funds will be distributed based on how well 
former recipient. succeed in the work plaee, a measure based on job ,retention and 
earnings. 

Key Facts about the Bonus Competition 

• 	 A total of$80million would he awarded to the 10 states that are able to move the highest 
percentage oftheir welfare population into jobs, 

• 	 An additional S50 million would go to the 10 states wish'the best records of helping 
welfare recipients achieve success in the work for~. To measure thi~ }illS will examine 
each state's success in ensuring that Welfare recipients keep jobs onee they get them, and 
helping their earnings to climh over time, 

• 	 Finally, $70 million will be distributed to the 20 states that sbow the most 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 refonn welfare, 

• 	 The Administration developed this proposal after extensive consultation with states on 
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~igh Performance Bonus 

Statements by President Ointon 

"Welfare reform should have real incentives to reward< the states who do succeed in pulling 
people 10 work, notfor culling lhem off..Jfwe're going 10 chonge the cultun; 6fwelfare, we 
have got 10 rewardsuccess, we've got to depart from the statuS quo. I want a performance 

honus, but one that 'Willforce the welfare bureaucracy and lhe welfare recipients to fOCUS 011 

work. " 

June 6, 1995 remarks to the Na~onal Governors Association National SUlrunlt on Young Children 

"Thefinal welfare reform legislalion should provide sufficient child care to enable recipients to 
leave welfarefar work; reward Slales for placing people in jobs; reslore the guarantee ofheollh 

coveragefor poorfamilies; require Stales to maintain theiT stake in moving peoplefrom 
welfare /() work; alld protect States andfamilies in the ewint ofeconomic downturn and 

populalion growlh " 
, 

Janurary 9. 1996 message to House of R.epn::sentatives 

"Asyou know, Congress sent me a welfare reform billlasl year lholfell shorl ofmy principles as 
, well as those expressed by the NGA In your FebrUary r.soiulion After my velo andyour 

unanim01.ls resolution, I am pleased that the Congressionalleade1:shlp has made several 
significonl improvements Ihat hove made Ihis a much belter hill< They've added $4 billion in 
child care, includeda${ bi/lim: work peiformonce bonu. to reword slates for moving people . 

from welfare /() worlL They removed the spending cop on food stamps so !hot slates don'l come 
up short in tOtlgh times. Their original bill made culs in structural changes thai were tough on 

children - a school lunch block grant, a 25 percent cuI in SSI for disabled children, cuL'l in 
foster care. The current hill drops all these ~visions, ,. 

July 16, 1996 Statement to' the National Governors Association 

"The new bill reslore. America's basic bargain ofproviding opportunity and demanding in 
return responsibility.,:lt requires states 10 main~n their own spending on welfare reform and . 

gives lhem powerful performance incentives 10 place more people on welfare in job" " 

August 12, 19% _ at weIfure bill ,;!JIll", __ 

http:unanim01.ls
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these:measures. Detail. will be releaseil to stales in the form ofstate guidance, applicable 
to the first year of the competition. to be followed by • reguletion that will govern future 
years. State. must submit relevant data to HHS to enter tha competition. but participation 
in the high performance bonus competition is voluntary. The first awarns are exPected to 
be made in mid-1999. 

,. 
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DRAF'I'--2!lO/,S 

DRAFT POTENTIAL SPE~IFlCA'I'IONS FOR 

IN'I'ERIM AWARD OF H!GH PERFORMANCE BONUS (FY 1999) 


A. 	 S~OO million in High Perform~nce Bonus funds to Stateg would 
be awarded in FY 1999 for performance in FY 1998. 

B. 	 Funds ~ould be awarded to States on the basia of thei~ 
rankings on four work-roelated tn<easures - job entry rate; a 
success in work force measure, increase in job entry rate 
and increase in the su~ceBS in work force measure. The 
first two meas~ra$ will address State pe~fOrmanC$1 and last 
two will address improvement in State performance. 

1) 	 JRb ~~try R~ . the ranking of the percenta~e of the 
unduplieated nu.mber of F'f 1998 adults rec$ivl.ng , 
assistance who $ncered employment for the first time in 
FY 1998 (whether or not they remain on TANFi. 

2) 	 suc~es~ in the Work Force Measure (a cow~osite ranking 
of two weighted ratas) ~ the ranking of the sum of two 
times the Job ~etention rate ranking plus the Earnings
Gain rat.e rankin.g of F'l .1.998 newly employed adult 
r~cipiente, 

al 	 J~ RI~§nt~on Bacm * the ranking of the percentage 
of all FY 1998 adult recipients who we~e newly 
employed in one quarter and wera a190 employe~ in 
the f~r$t subsequent quarter. (At thiS pOint, they 
might bQ tormer recipients.) 

b) 	 Earnipgs Gain Rate - the ranking of the·percentage
gain in earnings between the initial quarter and 
the second subsequent ~areer of FY 1~ge newly 
~mployed adulc rec~pienes employed in both 
quarters. (At ehis point, they might be former 
recipients. ) 

3) 	 Insre!§g in qgb Entry Rate - the ranking of ehe 
percentage change cecween FY 1997 and FY 1998 of the 
unduplicated nu~er of recipients who entere4 
employ,nent. 

4; 	 Increase ip the RUCCeS? of tbe wo.k'Vorca MeasMX§ ~ the 
ranking of the sum of two times the percentage change 
in the Joh Retention rates ranking plus t:he percem:.age 
change in the Earnings Gain rates ranking between FY 
1997 and FY ~998 of newl.y employed adult recipier.ts. 

http:recipier.ts
http:rec$ivl.ng
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a} 	 Increase in M2P Retent;on R~te - the ranking of 
the percentage change between FY 1997 and FY ~99S 
in the job ~etention rate of newly employed adult 
recipients in one q~arter who were also employed 
in the firet $uhsequent quarter. (At this pOint,
they might be former recipients,) 

bi 	 Increase in Earnings gain RAce - the ranking of 
~he percentage change between FY ~997 and FY 1999 
in earnings 9ain of nQwly employed ad~lt ' 
recipients employed in both the initial and the 
second sUbsequent quar~er. (At this pOint, they
might be former recipients.} 

In the case of the firsc two measure$, State rates would be 
ranked on absolute performance in Ft 1998; for the latter 
two measures, State rates ~ould be ranked based on the 
extent to which their performance in FY 1998 exceeaed their 
performance on ~hat same measure in F~ ~997. 

C, 	 Ten States ~ith the highest scores on each of the four' 
measures would be eligible for bonus monies. For each 
measuro, the Fercent and tocal amount of the .vailable $200 
million award money will be as follows; 

Job Entry Rate """""" , ........•.... 40t ($60 mil~ion) 
Success in the Work Force. , ..... ~ ...... , 25% ($50 million) 
!n-=x;ea$e in Job Entry Rat.e .•.•...... ,", 20t: ($40 million)
Increase in Success in the Work Force. ,. 15% ($30 million) 

Each State's share of the total bonus amQunt cannot excead 5 
percent of the baaic TANF grant, known as the Family 
Assi$tance Grant (or SFAG) • 

D. 	 To a.void bi.as due to seasonal differences. performance ovor 
the <ourse of an entire year would be included, 

E, 	 In all cases, State performance would be computed only with 
respect to families that; (1) are receiving assistance (as 
defined in the policy guidance we issued January 31 1 1997 
iTANF-ACF-PA-,7-1i). and {2) include art adulc. In order to 
compete for the ~1gh Performance Bonus, States must report
comparable data for families receiving assistance in 
,separate Stat. programs for FY ~~97 and ~9,a. 

r. 	 States would submit the best data they have available on 
each measure. Thus, they may use matches with quarterly
unemployment Insurance (UI} datal surveys, adminis~rative 
records or a combination of these data sources. 

G, 	 Along with aggregate repore1ng on the meaaures E each State 
would be required to: 1) specify the data sou~ces and 
mechodology it has used to determine the aggregate numbers; 
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2) include a certification that it has provided the beat 
data available on the measures in.the formula; 3) maintain 
records that adequately document the derivation of its 
performance data; and ') p~ovide access to such records. for 
validation purposes, upon reques~. 

H, 	 A State would no~ need eo submit data if it did not ~ant to 
cOr.\pet~ on any particular measure. However, as indicated 
previo~sly. States would need to SUbmit comparabla 
p~rformanc$ and caseload characteristics data for separate
State programs in order to qualify for a High Performaftce 
Bonus .. (A State would still be able to compete 1n the 
Success in th~ Work Force measure eyen if data for only one 
of che twO measures were submitted. The rank assigned to 
~he measure to each State for which no data were submitted 
would be the number following the number of States t.hat 
submitt~d 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. I want a 
performance bonus ... that will force the welfare bureaucracy ... te focus on 
work." When he signed the legislation into law in August of 1996 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 based 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 w1ll 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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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... 1f 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, 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 on 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 if! 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. 1996 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, I 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... lt 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 



Overview: The stalute says that the Secretaty, in consultation with NGA and APW A, "shall develop a formula for mea.,wing state 
perl'ormance in operating the state progrnm under this part so as to achieve the goals set forth in section 401(0)." 

I Those 4 goals are: 
provide assistance to needy families SO that children may be cared for in their own homes or in the homes of relatives; 

end the dependence ofneedy parents on government benefits by promoting job preparation, work, end marriage;
I (3) prevent and reduce the incidence ofout.of·wedla<:~ pregnancies and establish annual numerical goals for preventing and reduciog the 
II incidence ofthese pregnancies; and 

encol.lfage the fomlation and maintenance oftwo~parent families." 

HHS's draft guidance includes 6 work-related measures: absolute performance on job entry, retention, and earnings gain and improvement on 

Isame 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 dislnbuled to the top 10 states in each category. The amount any individual state would receive would be proportional to its size. 

~ 

The number ofrecipients who entered employment in 1998, as Same as guidance Do single composite measure for job 
a percentage ofall families on assistance entry and job retention 

~~----~~~--------------------~----~ 
number of 1998 job entries in each quarter who are still 

employed the next quarter, as a percentage ofall job entries
II I· ... . 

F..arnlngs Gain 

Improvement 
MeasUl'eS' 

Measures 

The percentage gain in eanlings ofall recipients who entered 
employment in 1998, measured from the initial quarter to 2 
quarters later. 

The improvement in each ofth. 3 measures above from 1997 
to 1998. 

None 

Same as guidance 

Same as guidance 

Same as guidance 

Working on teen 
births measure; 
may propose other 
child wen-being 

Could drop or delay until NPRM 

• 

Could do separate. smaller pot for 
improvements (25% ofOCltal?) OCI 
encourage aII.tates to participate 

measures in ~~~__ ! V' 3: 
~ 



Distribution 

Tre-dtrnent of 

Top 10 states for eachof6 measures. Size ofbonus related to 
size ofTANF block grant. 

(HHS chose not to do • composite measure, but instead to 
spread the money aIotUld and award 60 separate bonuses. 

Depend on whether the data states choose to use includes 
those on workfure. 1JI data would not. 

IIndudetho.. I Yes 
working wbll. 

Develop oomposite work measure and 
award to 10 top states on absolute 
performance and 10 top states on 
improvement (Option ofmore moneyl 
to higher performers) 

(I) Unsubsidized work only .. but this 
creates a problem with 1JI data; or 
(2) All subsidized and unsubsidized, 
but exclude work subsidized 100% by 
TANF u_u .1 

on welfare? _________-Ilu-nu I . 
IInclude State- States are required to report data on state-oniy programs, but Same as guidance 1 States that abuse state-only programs 

programs are not measured on the performance ofthese programs. could not receive a bonus. (Must 
measure or States are warned that abuse ofstate-only could lead HHS to define abuse.) 


performance? include them in the future. . 
 ---- -----I 
Carry excess funds to next year or 

Uabove 5% cap creates a potential 'cap problem' depending on the size ofthe 
Excess funds Statute limits any state's bonus to 5% ofthe TANF grant This I Unlmown 

award to next highest perfonning 
winning states. Guidance indicates HHS may reallocate extra state(s) in same category. 
funds to states that qualilY for bonuses on other measures and 
are not at their cap. 

~------------------+--------+----------------I 
Dab 10 Whatever states want to submi~ as long as they cartify they are Prefer 1JI data (for Get data to measure progress toward 

Measure u.<ing the best data possible - work measures) 
 goal of 1million to work by 2000. 

Unlmown 

Yes 



Other issues: 
• State-selected, optional measures: recommended by states, mentioned in HHS coneept paper, not addressed in guidance. 
• Adjustment for state: economic and other circumstances: recommended by states, mentioned in HHS concept paper, not 

addressed in guidance. 


