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- Ciaret F. Col
MEMORANDUM Yexas House of Represepatives
Disrricr 147

‘The White House
Autention: Kathy May,

Tov: Bruce Reed, Director of Domcstic Policy Council, V\)Q/Q\(#&W
. L

From: Garnet Colem
: Texas State Repedsentative, District 147 Houston

Re: TIES

Datg: March 25, 1697

VIA FACSIMITE

R R IR R AT AR o o S0 A S e e e il kb S e ke kR ROk RO

Enclosed please find the infurnation we discussed. The Austin American
Statesman article clearly reflects the concerns the state [egistaiure has
regarding the Texas Integrated Enrollmont System (TIES). The Workforce
Development Oversight Committee Report shuws the problems with the
agency’s ¢reation. | have also included an explanation of the alternarive
Department of Human Services (DHS) streamlining initiative and the State
Auditor's summary of the Protective and Regulatory Services (PRS)
autornation. 1f you have any other questions or need further explanation of
these documents, please do not besirate 1 contact ine at my officc at (512
463-0324 or you may page me at {(713) 891.7979,

Thank you.
Member;

Housez Appropriations Committee
Hause Commintee on Public Bealth
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Doubts build about welfare proposal

M Legislators question . ..{

turning process over
to private companies
F Y

By Suzaie Gamonk
Kmirican-Sorpeman Sapit S

It began as a fow Innocuons para
graphs tucked into a muliipage,
multidimensional walfare reform
bill. Legisiators overwhelmingly
gave it their stamyp of approval -

Tem the sentonces it taiked of
streamiining and cutting rosts blos-
sotned into a grindiose welfsre ox.
periment. Te the chagrin of same

private.
“Evervhady & reviewing {the
Profect) 1o swe Kmmm&harcr
tions,” - said
Colernan, who
cosponssred
the 1995 wel

fare reform
aw,
. the

Already,
petential role
of the private
sector bcuzg
red

"Ev&z if we
zc throagh with privagisation "

‘said Mike McKinney, the state’s:

health and humsy serviees com-
‘missioner, “it’s not going to be at
ithe Imvel wverybody thinks
Digh as I'vs beent Jod to helieve
mmti’vamdixz the medis”
Mielinney is in charge of writ-
mg the proposa] thdt would be
used to solicht bids, Bacause fader-

'wt il Aimbate My alatet shevizid

or 88"

Tawrnakers, the
lnnguage be
carme a prepos.
ol for a 32 bil.
Hor contract
that would
maks Tevas
the firer state
to let private
compsnies
control  who

gets welfare,

Two mrs Inter; some legislators
say 15 time 1o baek up,

Even as (0% Goorge W Bush f.a
pushing the faderal
approve the Texas Integrated Ezz
roliment Systems propesal, doubt

13937 TEXAS
LEGISLATURE

wpraspecti% bidder, the
‘Z‘axas orkforce Coromdssion,
hasn't esrned the confidence of
state wmakers with Hy perfor
manes, The abrupt departore of
the zgency's sxecutive director
and igng shout the agency's
spen controls have lawmak-
arn skittish abotit possibly hand
ing the agency bililons in state
and fedoral money,

™ Soms belisve the project kas
heen tainted by revelations that
Dan Shelley, the govarnor's for
mer chief leglsistive aide who
guaiind the law thivagh the Legls.
inture, is now lobbyine for pro-
spegive bidder Lockheed Martin

8 Cther autemation prajects by
Arthur Andersen Co., ancither
prospective bidder on the weifare
profect. havs been costly and are

- behind schadyls, Oneof those is 2

child-support sallsction system in
the sttorney penerals offics, the
other & system In the Department

ERPER T [P

s growlng in the Legisiatirn over
the preject’s maerits.

“I've heen supportive of priva.
tization when it makes sernse,
whem {here are cost savings, and

mtfarm a bettor service for

;sh;;i state,” said Rﬁt}l’i&b Jmeg 2

Angelo, Honse Appropriations

Coromittee cheirman. “I'm not
sury that's true in this case Y

Rep. Garnet Coleman, D-Hous-
ton, gaid the objective of the leg-
islation that started the proposal
— 1o simplify the way Texans 3?1
up for welfare and other bene
~ has baen lost in the push to go

spet:t that iiis 15 a legislative
Issue”

ﬁen Biil Ratiiff, R-Mount Pleay
ant, said he supperts turning fane-
Hans over to ¢he privats sector {3t
savey taxpaver money and cay be
deone more efficiently. But he alse
nas questioned whether the state
would save more in the long nays if
i does not denl with g for-profit

company.

Waiting on

Buallock safd he dessn’t think
Texas should move abend with the
sxperiment untt the federal go-
vernmerst approves 14

“Thers Is too much at stake at
this to he gambiing on it” Batloek
said, “Tve read 2 jotter froan: the
foderal government) that was sent
in hers, and i oxst anough gues-
tion in my mind that now 13 the
tone to stop, lock and Liatan before
we fump into this.”

Bush remains committed to the
profect and to a9 much privats sac.

P 602
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distribute social services money,

' " Texas needs federal approval of

the project before bids can be re
estad,

Lavenakers’ doubts

 ‘The lack of federai approval is
ore of many concarns about the
project. Consider what else is
working against &

¥ Some lawmakers ballave the
Legistaturs never endorsed turr
ing over government-run welfare
sarvices Wo-private covapanies.

B Thousands of state employees
could jose their jobs #nd numer-
gus state offtres coutd by closed,
someihing many awinakers don't
want in thelr districts,

DI FTOLECLLYE Buw  actgiasiews 5

Services,

“1 think the Legislatire needs to
tzke back tits issue and Rave & re
solved one way o atather before
we leavy Iy June,” Jansi sald,

The 1905 law dirscisd the Coun.
eil on Competitive Government,
which inciudes representatives of
Bush, Li Gov, Bob Bulloek and

House Speaker Pete Laney, to .

shidy whethar the state conld save
the $56% million & year that it
spends deciding who gets more
than 311 bHllon 10 welfare, Medi-
zrid, food stamps’ und other
bessefity,

*T certalnly support the Courseil

on Competitive Government,”
Junell said. “But § think in retro-

2

for Inwolvement a5 pOsSiDIE. ¢ pe
governor lagt woek called Dorma
Shalala, US Health and Human
Services secretary, to expizin the
project’s tmportance and ask for
approval or disapproval of ths
prodect,

Karen Hoghes, Bush's press sec-
retayy, seid Shalala promised fo
have an answer fn three wooks,

" Bush satd If the foders] govern-
ment does not approve the project,
it is Sead

I they sxy na, I presume the
project dossn't go forward heodnss
thern Will be & Onancial et that
Wil be bard for te state 1o bear,”
Buzh said, “We just want an
answer.”
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DHS STREAMLINING INITIATIVE

The DILS initiative is desigurd 1o sreamline public assistance programs in an effor to et
coxts, reduce fraud, icresse ellivicney und strongly encourage work while providing
temporary assistance if secded. Linking appropriate swre sgencies (such as DHS, TWL!,
AG-Child Suppost Enforcenicus, TOH, vic.) will alvo save tme and eliminate duplication
by allowing peoplc sccking 2id te be sinmultanecusly screened for services offered by
different agencics. The DIIS {nddative wills

o Improve client setisfaction and acoess 1 services through a single process with
mltiple access poiunis. A virtal one-stop concept will provide a state-ofithe-an
integrated system Uit uses » singe appiication process that can be accessed fram the
client’s home, ot slop ceisiers, locd] faith-based and charitable groups, local
pfévidcrs, hospitals, musing bomes und other locations via telgphone, camputer
wrninal or facc-to-face encounter. Night and weekend availability wiil bemer meet

_ the noeds of the working cammunity. Tlie prucess will einphasize and reward work
and porsonal reaponsibility.

e  Maximize officicucy irough 2 streamiingd resnginesred process that sliminates
duplicate data collevtivy, reduces frand, reduces time per case, allows flexibility to
meet local comnmnity needs and for fusal options related 1o wage suppitimentation,
child care and other benefits as a subnlitete fur cush assistance, and optimizes
cmployment and ¢ligibility expectise, By cowbining the best of both the public and
private sectors, the State’s Investmgil in stafl, hardware and facilides will be
protectud while leveraging private secton techinolugy und service expertise, Balancing
the expericnce of the public sector with the lunovation of the privaie sector will build
on the strengths of both to crcate & system that really waky.

¢ Increase respousivencess and secounsability by emploving & system that rracks and
reports on the progeess of proynams. Detatied Information ¢n whers Texas dollars
are going, who is reseiviag wsistunee, wmnd the efficiency of the implementation and
ongoing process will allow problenis w b sputed quickly, pravide information for
public policy decistons and mcasurs results aud poilonuunes vuicomes,

*  Taxay will Jead the nation in meeting federal welfare reform requirsments far a
cental clicnl repisiry by expanding the capability of the Suate’s Integratsd Nara Rage
Network, This capabiiity will glve aceess 1o ¢lient demographic, screening and
referral data to all appiogs iate agencics snd legisladve Inguiry access 10 faciliate
altornative policy dovelopient sceuuivs.
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KEY ASSUMPTIONS

*  DHS can enter into 4 contract with 8 private contractor for Call / Mail Center
optrations, develapment of mrocorement doguments, and technisal oversight without
further competition .

» DHSI will implement a comprehensive rransition placement program that will provide
the maximum amount of assistance possibie in helping waff adversely tmpucted by
ugency dovnsizing secure employment as gickiy a¢ possible

% Start date of 9/1/98 for application development {eadmng) includes tirne for
vumpetitive prosurement of application development and hardware and education of
the now vonlmctor W reengineered processes

+  Cost of yeverunce package (insurance sontinuation, retention pay} net incinded in
Projesied costy

» DHS sdmitdstrative smucnare will be substentiaily changed to suppiort The new
Business uperation

= The curens 10 sepmion administative struchire will be rcahgu&cl 0 akarea
administiali v¢ sifucturg

o Legislative authouity s cuncel leases and close offices will need 10 be obtained np
front

e Current service locations (448 germanent locatians and 33 ftineran: locations) wiil he
reduccd to 221 permancnt seivice lucativns and 84 iinerant locations (Closures FY
00-37,FY01-46,FY 02-98)

o All service locations will be configured to couply w;&z 133 syuare foor requiremert
and will optimizce opportunitics for coliocation

« Legislative authority to transfer funds wittin DHS apprepsizdon o pay for
application development, technical infrastructuwe and hardwure will be obrained

« The application dovelopment and hardware wilf be compaiitively provared in a single
offering containing both hardware and apphication development, Thie awarded vendor
will be paid in installments tied to client usage,


http:infr~tru.;N.te
http:sef"i.ze
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Work in Progress

a report by the
WORKFORCE DEVELOPMENT
LEGISLATIVE OVERSIGHT COMMITTEE

(3
THE GOVERNOR,
THE LIFUTENANT GOVERNOR AND
THE SPEAKER OF THE HOUSE OF REPRESENTATIVES
OF THE STATE OF TFXAS

December 31, 199¢

SENATOR RODNEY G.ELLIS, CHAIR
REPRESENTATWE RENE . OLIVEIRA, VICE-CHAIR
SENATOR ROYCE WEST
REPRESENTATIVE KiM BRIMER
REX MCUKINNEY
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WORKFORCE DEVELOFPMENT LEGISLATIVE OVERSIGHT COMMITIEE

SENATDR ROYCE WEST
REFRLESENTATIVE M BRIMER
MATTHEW DOWD

RIEX H;.‘:KNNW

SENATUR ROUREY KLLiS
Gt ed Pl St :
REPRESENTATIVE ALNE DLIVEIRA
VIGE CHAIRMAN

December 31, 1996

The Honcrable George W, Bush
The Honorable Bob Bullock
The Honorable Pete Laney
Cientlemen:

The Workforce Development Legislative Oversight Committes is pleased 1o present its
report pursvant to charges in House Bill 1863, SECTION 11.02(0).

Resmcrflilly submitted,

/‘2"""1 e L 0. 00

Senator Rodney G. Ellig Representative René Q. Oliveirs
Chair ‘ Vice-Chair

(Sen, West was not

present o sign this page, but (Rep. Brimer submitred the

has approved the full report) lerter in Section TV)

Senator Royce West Representative Kim Brimer
Member Member

{Mr. McKinney was not
. present to sign this page, but

g WO 5 1id L ik K144
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‘Executive -
Summary -

2 repors by the Workfuree mwugmmmm@mmu_ [
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WHY REFORM? THE FORCES FOR CHANGE

Thyee distinct forces converged 10 hring ahout Texas” workforce reforms. The hodgepodge
of federal/state programs cobbled since the 1960 could not withstand the combined
pressures of global competition, widespread dissatisfaction with jab training and employment
programs, snd the shift to a new fedemlism.

Advances in informution technology and communicstions thrust Texas and Texans—and
their counterparts natfonwide—into a global economy, where businesses and workars are as
likely to find thelr competitors across comtinents as acToss town.

As policy makers and the peneral public reallzed that technology had changed the nawnre of
work fundsmentally and forever and thar johs which pay a living wage equire niore
cducetion and greater skills than in the past, there grew hoth a sense of dissatisfaction with
public cducstion and a perception that public job tramning and employment programs were
ot doing their jobs.

LEGISLATIVE FRAMEWORK FOR REFORM

The convergsnce of these three torees provided the impeus for systemic federal and state
reform of workforee development efforts.

Federal proposals generslly consolidated the categorical job traifiing and employment
programs, Vlock granted Aunding to the states and provided relief from the more onerous
federal workforce laws, 1ules and regulstions. Federal reform efforts, unfortunately, stalled
in the last Congress. :

Workforee reform in Texas began with the pagsage of Senate Bill 642, the Workforce and
Economic Competitiveness Act of 1993, and continued during the next legislative session
with amendments 1o House Bill 1863, the welfare reform measure which becamne law in June
1995,

Texas® refonny were predicated on similar reforms at the federal level, but the faiture of
federal reforms should not be allowed to sink Texas® fledgling workforee systern.

Forging a Statewide Workforce Development System

Together 5.1, 642 and H.B. 1863 forge an integrated statewide workforce development
s¥sterm out of the myriad job training programs which previously operated independently of
ong another, without an overarching mission snd without common purpose,

a report by e Workiorse Dewziczzmma_l,zgiszm ve Oversight Comminee 3
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A better systehu is, however, simply a better means 1o Texas™ larger goal: making Texas a
state where employers create high-skill, high-wage jobs, where residents have the knowledge
and training to fill them, and where everyone enjoys a high standard of living.

Decisions about inplemeniing the new system should therefore be made in this context. State
officials and local boards would serve Texas employers and residents weil if they first asked,
Does the proposed change contribute to making Texas emplovers more competitive or 1o
preparing Texas workers for high-skill, high-wage jobs?

THE GOAL OF TEXAS’ NEW SYSTEM

5.B. 642 and H.B. 1863 delineate roles and responsibilities, set limits, define govermance and
management structures, and parcel out the funds to build an integrated workforce system that
will better serve employers and residents, A better system is, however, simply a better means
to Texas® larger poal: making Texas businesses and residents more productive and therefore
more competitive in the global economy.

In other words, the goal is to make Texas a state where employers create high-skill, high-
wage jobs, where residents have the knowledge and training to fill them, and where everyope
enjoys & high standard of living. S.B. 642 and H.B. 1863 create a systemn which supports
getting there, but the system itself should not become the end of the state’s workforce
initiative.

Dancing Toward the Vision

Though structured and legalistic in setting the parameters of Texas” reformed system., 8.B.
642 and H.B. 1863 also choreograph the broad outlines of 2 new state/local workforee dance,
one that keeps the economy humming and mskes room for all Texans to share in the

prosperity. S

Though unwritten, this choreography transcends the rules and regulations. It lays cut a vision
of sweeping movement, of partners moving in step to the same rhythm, of a dance which:
s Eliminates artificial boundaries between programs and streamlines administrative costs.

¢+ Opens access 10 everyone.

¢ Offers services that make a difference in people’s lives.

Connects training and employment {o real, well-paying jobs.

Provides employers an adequate supply of qualified workers,
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¢ Makes workers lifelong leamers who earn living wages and whosc education and skills
keep pace with technolagy.

Moving with Principle

This dance moves in accordance with several underlying principles, principles state officials
and local boards should follow as they design and implement Texas® integrated workforce
delivery system. In order that it berter serve employer and resident needs. the new system

should:
& (ffer universal access, opening access and information 1o sll employers and residents,

not just the unemployed or economically disadvantaged.

* Be customer oriented, operating with a “services first” philosophy that puts decisions
about services and quality in the hands of customers.

* Be demand driven, recognizing that high-performance employers create and contral the
jobs of the future,

+ Maintain a high-skill, high-wage focus, fargeting special semces io employers who
invest in workers and reward them well.

¢ Take a systems approach to s¢rvice delivery, asking about every activity and decision,
What does it contribute to meeting emplover and resident needs?

o+

» Customizes sérvices o customer needs, assessing those needs ob;ec:nvcly and addressing
them creatively,

» Is outcomes based and accountable, focusing on performance and results.

ROLES & RESPONSIBILITIES IN THE NEW SYSTEM

By statute, the roles and responsibilities for implementing Texas® integrated work{orce
system are divided among state and local governments. Over time, the state’s pew system
will give local areas unprecedented freedom and responsibility to operate their workforce
programs, but the front-end job of setting up the statewide integrated workforce system fell
largely to the Texas Workforce Commission.

As if this alone were not challengs enough, the commission was given responsibility for
building itself as a new state agency at the same time—while also continuing 1o deliver
services without interruption. The commission faced a monumental task even before zz had -
leadership or staff.
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Waoarkforce Development in Texas Makes an About-Face
It is the integration of programs into a single system that poses the greatest challenge to the .
Texas Workforce Commission. The paradigm under which services are provided 1o
customers must make a radical shift. Employment and training programs for too long tried
to sell what they had available. Adopting a customer-oriented approach—imposing the same
market forces on Texas' workforce development system that the system’s customers face
avery day-—-fepresents an about-face,

STATUS OF IMPLEMENTATION To DATE

Changes of.the magnitude envisioned for Texas" workforce system will take years, While
miuch remains to do, much has been accomplished in the 18 months since H.B. 1863 passed-
in Jupe 1995, ’

The state has made significant progress toward fulfilling its responsibilities.
+ The governor designated 28 local workforce development aress and appointed workforce
commissioners as well as members of the Texas Skill Standards Board.

+ The Texas Council on Workforce and Economic Competitiveness drafted and the
governor approved a strategic plan with statewide goals, objectives and core performance
measures.

+ The Texas Workforce Commission is up and running as a new state agency.
Commissioners have been appointed and key management positions filled. The
commission has transferred 28 programs from 10 different agencies, made progress
toward an integrated management structure organized along functiona! lines and begun
developing the necessary management control systems to ensure zccountability and
performance.

Local areas have also tnade significant progress in the process that begins with their forming
local workforce development boards and culminates in their receiving formula allocations

of funds. .

As of December 20, al) but four of the 28 workforce areas had submitted applications for
board certification. Twenty-two boards had received certification by the govemor. In
addition, two areas had submitted strategic and operational plans, and another had submitted

a strategic plan.
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START-UP PROBLEMS

Not sumprisingly, most of the prohlems cited in this repon reflect the challenge of
simultancously establishing 4 new state agency and a new state/local service delivery system.

Getting 2 Slow Star(

The state was slow to get moving on forming the Texas Workforce Commission--appointing
commissioners, hiring the executive director and filling key management staff
positions—and recent staff urnover may also slow progress.

Giving Conflicting Instructions

Beasuse the Texas Worklorce Commission has not instrted 2 systematic process for
developing and transmitting policy directives—and other” information—it has given
conflicting instructions and sent mixed signals to its own staff and others.

Offering Minimal Help, Limited Guidance
The commission offered local aress minimal belp and limited puidance in the formation of

focal boards.

Limiting Lacal Flexibility

A policy determination by the Ui, 8. Department of Labor has prevented the formula
ullocation of Employment Serviees dollars to facal workforee boards. Not block grauting
these funds to local boards will Himit their flexibility 1o design and operate servics delivery
systems eff‘cring universal access, To date the Texas Workforce Commission has been
unsuccossful in obwmng approval to formula allogate Employment hcmces mionies, but
negotiativns continue,

LONGER-TERM IMPI{EMENYA‘I‘ION CONCERNS

Lcaders st the state and local levels and in the business and labor communitics report sevesal
concerns about longer-term implementation issues which may obsmict futuré progress.

At the State & Local J.evels

CATEGORICAL TIuNKING CONTINUES CATECORICAL PROCRAMMING

Each revision of the Toxas Workfotee Commission’s organizational chart shows the
furetional integration of services has progressed, but conflieting cultures are evident among
staff ransferred from different categorical programs. Not evident, however, is any indication
the commission is wkiug steps 1o help staff escape their cotégoricsl boxes and take a broader
view, Categorical thinking soutiuues camgomal programming, jeopardizing the
comyrission’s chances of building an integrated statewide system.

a report by the Warkforee Deveiopment Legistative Oversign Commisteg - 7
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FEDERAL FUNDING 510.0S COMPLICATF REFORMS

Texas can implement an integrated workforce services delivery system without foderal
warkforce reforms, but the job will be harder. As long as fedefal funds target specific groups
and limit allowable services, Texas is denied the frecdom to set its own workforce fuuding
priob:;ities and design creative, approprisic solutions to employers' and residents’ workforce
problems,

PERFORMANCE PRESSURES ENCOURAGE CREAMING

The endency in systems held accountable for producing resuits is to serve those who need
the teast help, to “cream” the hest candidates of¥ the top. How does & workforce sysiem that
promises universal access to tesidents and high-quality workers to employers avoid this and
feserve resources for those with multiple barriers to employmemt?

WELFARE REFORM THREATENS WORKFORCE HEFORM )
Welfae reform Dips the issue of creaming over and raises the specter of welfare recipients’
crowding out everyone else who needs help from Texas® workforce system.

AUDITOR TACS INADEQUATE MANAGEMENT CONTROL SYSTEMS

A state auditor’s report raised questions about the Toxas Workforce Commission’s progress

in developing important manzgement control systems to reduce the financial risk of
_allocating funds to local workforce boawds, ascertain the effectiveness of state and local

operations and ensure the accountability of focal programs.

OTHERS FLAG TOP-DOWN MANAGEMENT INFORMATION DESIGN
State officials and local workforee board staff have also noted that the Texas Workforce
Commission has not sought input from end users in designing the management information
systems they will have to use. Instead of working bottom up, the commussion is working top
down, ' :

MINORITY PARTICIPATION LAGY

Several state legislators have concarns about lagping minority participation in the new
workforee system. They want top management staff at the Texas Workioree Commission to
better reflect the diversity of the state, and they zlso want assurances of minority participation
in providing workforce services at the state and locsl level,

& Work in Progress
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Bush's ex-aide now lobbyist for firm in bid to
run welfare

Houster Cloonicle Interachive

By POLLY ROSS HUGHES
Copyright 1997 Houston Chronicle Austin Burcan

ALBTIN - As an aide 10 Cov. George W. Bush, Dan Shelley —-who is now
a lobbyist for Lockheed Martin +- played a key role in changing logisiation
that resulted in 2 sweeping proposat by the company o privatize the stale's
weifare system, Democratic lawmakers revealed Monday.,

Lockhood, bolter known for s defonse cantracts, 18 ofie of several

Related forum technology companies hoping to land a $2 billion, five-year contract to
create and possibly tun a system 1o sercen Texas applicants for welfare and
Recent related stories: ’ other seisl services benefits.
G Saturday: Chromicle editorial; The groundbreaking project is undorgoing federal scading, Bush's office is

Private-sector work best for those || expecting word by March 31 on whether the state can start taking bids.
legving the dole

O March 9: Clhironicle editozial; Sheltoy praested Monday that be was only acting in behalf of the
Congress gave welfare 10 stales, || governor's welfare poticy stafl two years ago when he asked legisiators fo
feds must let go back a beief amendment to 3 21 1-page welfare bill

2 March 4: Welfare privatization
hits snag ‘The amendeen somnded innocnous coough. 1 simply stated that the

project would be done “in sonsulintion and coordination with the State
Council on Competitive Gaversment.” Tho council is made up of the
governoz, licutenam governot, speaker of (he house, comptrolier of the
currency and general services commissioner,

The result, however, was that the Council on Competitive Government
igter allowed companics such as Lockheed-Marnin to propose broad
privatization measures that wont Jar beyond what legisiators said they
imonded,

Shelloy insisted that although be later went o work for Lockhiced, be had
o contact with the company 2 the time thas e was pushing the
amendiment. He also said be knew of no private companies that were
lobbying for the amendmicnt at the time.

" think you're ttying to find some smoking pun or you think Fdid
something simister, when vou're wrong," Shelkey said.

Shelley was one of several former state officrals targeted by the Texas Stale
Employees Union in an cthics complaint filed with the Travis County
district sttorney and county altorniey last fall, Mo action has been taken on
that complaint, which also included other former state officials who went
W work for Lockheed, .

“The perception is very, very bad, That's why [ have said the process is
tainted - becanse it 3" state Rep. Garnet Coleman, D- Houston said
Muoamday,

"I's ne one in this Legishature's fault that Lockheed-Martin ran into some
difficultios perceptionally sarly an, Thar's the Tault of the people they chose
to b and that's the faull of some things that occurred, "Coleman said.

1 of 2 . 03718/97 15:20:56
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Lockheed's controversial proposat yoes the furthes in privatizing the
stale’s welfire systom and could set the company up as the caaployer for
ihousands of dispiaced state workers,

Several lawmakers say the proposal is fas bevond the scope of what they
had envisioned. Coleman and others are now seeking more legisiative
control over the welfare sereening profeet known as the Texas Integrated
Enroltment System, or TIES.

At least four bills aimied at limiting the vele of privae compinies appeired
by lust Friday's pre-filing deadline. While not climinating {he participation
of private companies altogether, the bills call for more legislative oversight
and loss private power,

Rep. Glen Maxey, D-Austin, said the new bills are aecessary because the
amendmernt Shelley proposed had unintended conseguences,

*Since last scssion, that has grows il o hapgs privatization grogram the
Legisiature never considorad, 1aiked about or voted on” ho ssid.

TIES, billed as a one-siop shoppiag appeoach oy welfre applicants, has
widespread support among lawnakers, but the role o privake company
would play has become increasingly controvirsial,

Companion bills in the House and Somate wonld Himit the rale of a private
wechnology company fo developing the echnology tsclf and providing
technical support,

"1t scales it back,” said Rep, Elliot Naishut, D-Austin, the House sponsor.
"It gusrantees that people applving for (benefits) would spend morz time
interacting with a real person and fess time with a computer or kiosk."

House Appropriations Chairman Robert Junnct, DvSan Angelo, also filed
a bifl he said will give him fexiblity 1o make changes in TIES legisiation,
depending upon the federai government's response,

"Members {of the commitise) are going crazy hearing from siate emplovess
Araid they're going to fose their jobs," suid Tanice Canter, clusl aide to the
budgel-scling committee. "H's the uncartaingy of the site cmployess. B
Came up over and over again in approprimions.”

Coleman said he hopes the philosophical obiections to all-out privatization
aren't jost in the upcoming debate. He fears that compnanios worried about
the bottom ling will not be sonsitive o the neods of welfare applicans,

“What yvou wand 1S 10 make sure that whoover is providing that service is
seusitive to shat famaly's need.” he saud

2 0of 2 93718797 1%:20:5%
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BODY:
It began as a few innocuous paragraphs tucked into & multipage, muludimensional welfare
reform bill. Legislators overwhelmingly gave it their stamp of approval.

Then the sentences that talked of streamlining and culting costg blossomed into a grandiose
weilare experiment. To the chagrin of a number of lawmakers, the language became a proposal
for a $2 billion contract that would make Texas the first state to let private companies control
who gets welfare,

Two years later, some legislators say it's tme to back up,

Even as Gov. George W. Bush is pushing the federal government to approve the Texas
Integrated Enrollment Systems propogal, doubt is growing in the Legislature over the project’s
merits, '

I've been supportive of privatization when it makes sense, when there are cost savings, and we
can perform a better service for the state,” said Rep, Rob Junell, D-8an Angelo, House
Appropriations Committee chairman. 'm not sure that's true in this case.™

Rep. Gamnet Coleman, D-Houston, said the objective of the legislation that started the proposal
-~ to simplify the way Texans sign up for welfare and other benefits -- has been lost in the push
10 go private.

Everybody is reviewing (the project) 1o see if there are other options,” said Colemarn, whe
co-sponsared the 1995 welfare reform law.

Alrcady, the potential role of the private sector is being reduced.
Even if we go through with privatization,” said Mike McKinney, the state's health and human

services commissioner, '3 not going 10 be at the level everybody thinks or as high as I've been
led to believe from what V've read in the media.”



McKinney is in charge of writing the proposal that would be used to solicit bids. Because
federal rules dictate how states should distribute social services money, Texas needs federal
approval of the project before bids can be requested.

Lawmakers' doubts
The lack of federal approval is one of many concerns about the project. Consider what clse is
working against it:

*Some lawmakers believe the Legislature never endorsed turning over --government-run
welfare services to private companies.

*Thousands of state employees could lose their jobs and numerous state --offices could be
closed, something many lawmakers don't want in their districts.

*One prospective bidder, the Texas Workforce Commission, hasn't camed the --confidence of
state lawmakers with its performance. The abrupt departure of the agency's executive director
and questions about the agency's spending controls have lawmakers skittish about possibly
handing the agency billions in state and federal moncy.

*Some believe the project has been tainted by revelations that Dan --Shelley, the governor's
former chief legislative aide who guided the law through the Legislature, is now lobbying for
prospective bidder Lockheed Martin IMS.

*Other automation projects by Arthur Andersen Co., another prospective --bidder on the
welfare project, have been costly and are behind schedule. One of those is a child-support
collection system in the attorney general’s office, the other a system in the Department of
Protective and Regulatory Services.

I think the Legislature needs to take back this issue and have it resolved one way or another
before we leave in June," Junell said.

The 1995 law directed the Council on Competitive Government, which includes
representatives of Bush, Lt. Gov. Bob Bullock and House Speaker Pete Laney, to study whether
the state could save the $563 million a year that it spends deciding who gets more than $11
billion in welfare, Medicaid, food stamps and other benefits.

[ certainly support the Council on Competitive Government," Junell said. But I think in
retrospect that this is a legislative issue.”

Sen. Bill Ratliff, R-Mount Pleasant, said he supports turning functions over to the private
sector if it saves taxpayer money and can be done more efficiently. But he also has questioned
whether the state would save more in the long run if it does not deal with a for-profit company.



Waiiing on Washington

Bullock said he doesn't think Texas should move ahead with the experiment until the federal
government approves it.

There is too much at stake at this to be gambling on it,” Builock said. Pve read a letter {from

the federal government) that was sent in here and 1t cast enough question in my mind that now is
the time to stop, look and listen before we jump into this,”

Bush remains commitied to the project and to as much private secior involvement as possible.
The governor last week called Donna Shalala, 1.8, Health and Human Services secretary, to
explain the project's importance and ask for approval or disapproval of the project.

Karen Hughes, Bush's press scoretary, said Shalala promised (o have an answer in three weeks.

Bush said if the federal government does not approve the projedt, it is dead.

If they say no, I presume the project doese’t go forward because there will be a financial cost
that will be hard for the state to bear,” Bush said. We just want an answer.”

GRAPHIC: Gamet Coleman
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Official backs off fight over state welfare plan

The state's top welfare official is backing off for now in the fight over a welfare privatization
plan after being wamed Texas risked billions of federal dollars by moving forward without
explicit approval.

—

We're not going to endanger federal funds. I'm not stupid,” Texas Commissioner of Health and
Human Services Mike McKinney said in Tuesday's Houston Chronicle.

McKinney declared last week that nothing short of states’ rights was at issue in the {eud over
the multibillion- dollar proposal. He called a truce Monday to protect federal welfarc money.

McKinney and Gov. George W. Bush belicve Texas has implicit federal approval to move
ahcad based on a federal rule that requires a definitive response to state proposals within 60 days,
Bush spokesman Ray Sullivan said.

With Bush's approval, McKinney had planned to begin seeking bids on the contract within two
weeks.

The contract would let a private technology company create and possibly run a system to
screen applicants for more than $8 billion in welfare benefits. The project includes 21 social
service programs. Some have estimated it could lead to as many as 7,000 state job cuts.

--Associated Press

Senate OKs college admission bill

Prospective students would find it easier to apply to four-year universities under a bill passed
by the Texas Senate that would require a uniform admissions form and one-stop filing at

university systems.

The measure by Senate Education Committee Chairman Teel Bivins, R-Amarillo, passed 31-0
Tuesday and now goes to the House. '



The goal ... is to increase access to higher education,” Bivins said.
The bill would require the Higher Education Coordinating Board to adopt a uniform

admissions application form to be used at four-year universities. The universities could require
additional information from students, such as essays.

In addition, a student could apply to any or all campuses within a particular university system
by submitting one form.

--Associated Press
Prison bills pass hurdle in House

The Texas House has given preliminary approval to two bills pertaining to the release of prison
inmates.

The first measure, sponsored by Rep. Ruth Jones McClendon, D-San Antonio, would require
Texas cities, counties and private jails that contract to house out-of-state criminals to require in

the contract that the inmates be released from custody in the state that sent them.

The people of Texas shouldn't have to suffer for the crimes committed by those from other
states,” McClendon said.

The other bill, sponsored by Rep. Allen Place, D- Gatesville, would add second-degree murder
and indecency with a child by exposure to the list of offenses that exclude an inmate from release

on mandatory supervision.

Mandatory supervision allows inmates to be released from prison when their time credits for
good behavior and their time served equal their sentence.

Both bills were approved Tuesday on a voice votc and still lace a final House vote.
--Associated Press
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Riate could lose federal funding
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AUSTIN ~ Texas' top welfare official declared late last week that nothing short of states’ rights
was at issue in a feud with the federal government over a multibillion-dollar welfare privatization
plan..

On Monday he called a truce - at least temporarily - after federal officials warned that Texas
could be risking billions in federal welfare funding by moving ahead on the traitblazing project
without first obtaining explicit federal approval,

"We're not going to endanger federal funds. 'm not stupid,” said Texas Commzssmnet of
Health and Human Services Mike McKinney.

**Because they did respond, negotiations are ongoing. We're stifl working with the federal
government. We're still trying to get their approval,” he added. ""I'm not going to
unifaterally thumb my nose at them and put (the ofter for bids) on the street. ™
McKinncy and Gov. George W, Bush have said they believe Texas has implicit federal approval
to move ahead on the project based on a federal rule that requizes & definitive federal response o
state proposals within 60 days. Bush spokesman Ray Sullivan said Monday that they still hold
that opinion.

McKinney, who suspects national labor unions of contributing to g three-month delay of
federal approval for the plan, said he retains the option at any time 1o start sceking bids for the
contract.

"It depends on the negotiations between now and in two weeks,” he said. ""It's a political
issue. | think (opposition) is coming from people who are afraid of change. 1 think i's probably
some urions who gre opposed 10 anything that looks like efficiency.”



With Bush's approval, McKinney had planned to start seeking bids within two weeks on the
contract, the first of its kind in the nation.

The contract, called the Texas Integrated Enrollment Services, would let a private technology
company create and possibly run a system to screen applicants for more than § 8 billion in
welfare benefits. The project is comprehensive, encompassing 21 different social service
programs. Some have estimatcd the project could cut up to 7,000 state jobs.

Worth an estimated $ 2 billion over five years, the contract has drawn the attention of several
companies interested in bidding: Lockheed-Martin, IBM, Electronic Data Systems, Unisys and
Andersen Consulting.

The plan also has set off alarms throughout the national labor movement. Union leaders fear
the precedent-setting Texas privatization project could spread to other states.

Last December, presidents of the AFL;Clo; American Federation of State, County and
Municipal Employees and Communications Workers of America discussed the Texas project
with President Clinton's outgoing chief of staff, Leon Panetta, and current Chief of Staff Erskine
Bowles, according to Brooks Sunkett, national vice president of Public and Health Care Workers
of the CWA.

" think obviously they're taking a closer look at this because of our concerns,” Sunkett said.
""We suggested jobs being at stake nationally. We're also concerned that
privatizers are going to be making a profit off of other people's misery. "

Uncertainty over the Texas project is frustrating members of the Texas Legislature.
Lawmakers widely support the concept of a streamlined system for screening welfare applicants,
but not all of them agree on how far privatization should go.

The state's desire to move forward on the project vs. the federal government's painfully slow
approval process is cause for further anxiety.

""T have very mixed feelings about it," said state Sen. Judith Zaffirini, D-Laredo, chairwoman
of the Senate Health and Human Services Committee. ""They haven't raised any real objections.

It's frustrating. We're trying to deal with a situation, we're trying to save money and we're
trying to serve people who need it. '

Sen. Bill Ratliff, R-Mount Pleasant, said he thinks the state should give serious thought to

doing much of the project with state employees, especially considering the federal
foot-dragging.

""I'm nervous about going ahead without explicit approval,” said Ratliff, chairman of the



Senate Finance Committee. ""Maybe we ought to consider doing it in-house. Someone might
even make a case there would be some savings. It's possible. "

Rep. Harvey Hildebran, R-Kerrville, chairman of the House Human Services Committee, sard
he is pleased that negotiations remain open between the state and federal governments.

""Obviously, if we're going to lose money, I wouldn't advise them to move forward today,” he
said. ""They temporarily have put it on hold. I think that is the correct action. "

Rep. Garnet Coleman, D-Houston, said it could be appropriate for private companies to supply
computers and develop software programs for the new system, but he thinks the line on
privatization should be drawn there.

"I belicve some form of privatization is good," he said. ""But knowing how to approach and
deal with clients that have little education and have tremendous needs may be better left in the
hands of those that have been doing this for a very long time and that's the Department of Human
Services. "

LANGUAGE: ENGLISH
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HEADLINE: Bush gives go-ahead on welfare overhaul
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BODY:

AUSTIN - Gov. George W. Bush has instructed his welfare czar to open bidding on the largest
welfare overhaul contract in the nation, a deciston U.S. officials say could put billions of federal
dollars at risk.

The move is bold and controversial because it bypasses formal federal approval of the project.
The federal government matches state welfare dollars 2 to 1 on several large
programs.

" Bush and the state's top welfare official say they believe they have de facto federal approval to
move ahead with the plan that could result in'a private company screening
applicants for Texas' multibillion-dollar state safety net.

But two federal welfare officials on Friday said they do not.

At issue is how to interpret a federal rule saying state requests are deemed ""approved” if the
federal Department of Health and Human Services does not approve, disapprove or send a
written request for more information within 60 days.

""We belicve the federal government's failure to act is deemed an approval” of the Texas
project, said Bush spokeswoman Karen Hughes.

In a Feb. 19 letter to U.S. Secretary of Health and Human Services Donna Shalala, Texas
Health and Human Services Commissioner Mike McKinney said the state would assume the
federal government agrees with its reading of the ruling unless told otherwise by Friday.

""Should the state proceed with its plans . . .without our approval, it would be doing so at its
own risk," said a letter McKinney's office received late Friday from Shalala's office and signed
by a Kevin Thurm.



nit

The letter warned of possible project delays that could increase cost of the project and ""more
seriously, potentially putting in question federal financial participation. "

The federal government had previously responded to the Texas plan in late January, saying it
needed more time to review the plan based on its complexity and the sweeping nature of its
scope.

""We cannot stop the state from proceeding, but our response does not mean that this is
approval,” said Michael Kharfen, spokesman for the health and human services department in
Washington.

""If they proceed, then they do so at their own risk. They're jeopardizing federal funds. "
Texas' leading welfare official insists the federal rule gives the state authority.

"It could end up in court. [ think the rule's clear. I think we have permission,” McKinney
said.

""It's called fiddling while Rome burns,” he said of the federal delays. ""It's about state's rights
and it's about $ 10 million a month. "

McKinney said the state loses that amount in savings each month the new system is delayed,
although others have said the savings would not be realized until the year 2000.

The state has waited three months for federal approval of its groundbreaking plan that would
let a private technology company create and possibly run an eligibility system for more than $ 8
billion in welfare benefits. Twenty-one social service programs are included in the project, some
of which are not typically constdered welfare.

Among the companies hungrily eyeing the contract are Lockheed-Martin and IBM in
partnership with the Texas
Workforce Commission; Electronic Data Systems and Unisys in partnership with the Texas
Department of Human Services; and Anderson Consulting on its own.

Lockheed and EDS officials had differing views of Texas' decision to go forward with its plan,
* and of the standoff between the state and the federal government.

""[ think it's excellent," said Gerald Miller, the former Michigan welfare expert who heads the
Texas project team at Lockheed. ""I understood (the offering document) was going to the printer
and they would get it out quickly. We intend to bid on this project. "

EDS spokesman Roger Still said he hopes the state and federal government can come to terms
and work together.



""We're kind of in the middle of this, obviously,” he said.
""This is a brave new world and we need both partics involved. "
LANGUAGE: ENGLISH
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A Texas official said he will move forward today - without federal approval -- on a first-in-
the-nation statc project that could tum over some welfare operations to private companies.

Texas Health and Human Services Commissioner Mike McKinney said Thursday that the state
has waited more than three months for federal permission to proceed, McKinney said he believes
federal rules allow the state to go ahead if the U.S. Department of Health and Human Services
has not acted within 60 days.

We think we already have permission,” McKinney said,

As McKinney prepared to move forward, some state legislators balked at the lack of federal
approval and appeared to be having second thoughts about the scope of the project.

I'm not sure I'm confident to see us proceeding into a multimillion-dollar project based on the
fact they haven't said anything,” said Sen. Bill Ratliff, who chairs the budget-writing Senate
Finance Committee.

Rathiff, R-Mount Pleasant, alse suggested the state consider changing the project, which has
been criticized by state workers whe fear they would loge their jobs,

As envisioned two vears ago, the praject would consolidate and streamline the application
process for various welfare benefits, including cash assistance, Medicaid and food stamps, and
turn over much of the job fo private companies.

Start-up costs for the research and technelogy could amount to $100 million to $300 million.
But the state could save as much as 40 percent of current costs through improved technology.
Much of the savings, however, would come from closing offices and eliminating state jobs or
replacing them with cheaper, privaie sector workers.

The project, which could be a prototype for other states, could lead o a 32 billion, five-year
contract. It has drawn interest from some of the aation's top high-technology companies,



including Electronic Data Systems, Unisys Corp., Lockbeed Martin IMS and IBM.

Rathiff supgested that state officials consider keeping more of the work in state government.
Although it would cost more up front, be said, the state would reap greater savings over time
because you don't have the external profits.”  Rep. Rob Junell, chairman of the House
Appropriations Committee, would not say whether he supports the project or moving ahead
without federal approval, He seemed willing to consider a project with less private involvement,

| don't think there's any question this state can do this project itself,” said Junell, D-San
Angelo.

Other lawmakers were less circumspect,

Rep. Glen Maxey, J-Austin, said he 35 concerned that the state could be risking federal welfare
doliars if it moves ahead without federal approval,

I hope we don't think we are bigger than the federal government o this debate,” said Maxey,
an opponent of the project.

Rep. Elliott Naishtat, D-Austin, said he plans to introduce legislation that would create
legislative oversight for the project and protections for state employees.

McKinney argues that the longer the state waits, the longer it will take for it o reap the
project’s savings.

They don't have a reason to say no," MeKinney said of the federal government., But they don't
want to say yes. Nobody likes change, and this is a change ™

Michael Kharfen, a spokesman for the ULS. Department of Health and Human Services, said
late Thursday that a federal response was being drafied that continues the dialogue with the state,
but doesn’t give approval,

The project is the largest of many staie projecis to change the way welfare programs are

operated. Although the federal government has encouraged states 1o experiment, i still must
approve any projects that do aot conform with federal law.
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AUSTIN - Acknowledging that they're putting millions of dollars at
risk, Texas" highest officials are preparing to move ahead without
federal approval on what has been described as the largest, broadest
privatization of government programs in U.S. history.

The notion has some political leaders more than a little nervous.
"I think that's a dangerous thing to do. I don't look for the
state to move forward on this,” said Sen. Mike Moncrief, D-Fort
Worth. "Any time we have attempted to second-guess the federal
government, we have gotten ourselves in trouble."

At issue is the Texas Integrated Enrollment Project, a complex
plan that is likely to result in private companies screening
applicants for an array of welfare and government-assistance
programs.

The state says it has already done all the federal paperwork
necessary, but federal authorities say they want more time to review
the plan.

"We want to move forward, and we want the federal government to
recognize that Texans can run Texas," satd Ray Sullivan, a spokesman
for Gov. George W. Bush.

However, Michael Kharfen, a spokesman for the U.S. Department of
Health and Human Services, which is reviewing the plan, said: "This
is an unprecedented project in scope and in detail. We're trying to
prevent potential problems down the road, problems that could mean
mor¢ dclays in the program, and the loss or delay of a lot of federal
dollars.”

If the state does proceed, it moves "at its own risk,” wrote Kevin
Thurm, deputy U.S. Health and Human Services commissioner,'to Michael
D. McKinney, state Health and Human Services commissioner, on Friday.



Twao years ago, the Legislature ordered the state Health and Human
Services Commission to study ways to streamline eligibility and
enrollment processes in such diverse programs as wellare, food
stamnps, Medicaid, services for chronically ill or disabled children,
foster care, adoption services, and in-home and family-support
services.

Several state and federal agencies would be affected, with
applicants screened simultancously for eligibility in dszcrcm
programs under various agencics.

Huge private corporations have {eamed up with state agencies to
compeie for the project.

One group lists Lockheed Martin, IBM and the Texas Workforce
Commission. Another counts Electronic Data Systems, Unisys and the
Texas Department of Human Services. Anderson Consulting bas also
shown an interest tn bidding on the project.

Sen. Judith Zaffirini, a Laredo Democrat and head of the Senate
Health and Human Services Comemnittes, said she wants to move ghead,
but she has reservations,

"1 would think that the most cautious road would be to wait for
word {rom the federal government, but my gosh, so much time has
passed for us on this. We passed the legistation to move on this in
1995, and for goodness sakes, here we are in another session,” she

said. .

REGION:  NME TX; NORTH AMERICA, TEXAS
OTHER TERMS: Texas 75th Legisiature
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TIES ISSUES: MERIT SYSTEM REQUIREMENTS
AND DELBGATION OF AUTHORITY

In the course of Taxas’ 'I'IES MM:mﬂzn}m&mdUSMfadaﬁagmcymﬁ \
have ymsed twas fases:

o Arethe et systaas requiraments of e Food Stamp Act and the Secial Secusity Act
spplicable o a privatized cligibility wank force?

* Do the merit system pravisians peohibit dw stale from delegnting eligibility
dotermination fomctions to 4 contrastor?

rmmmwmﬁmmm@mm

{13 wader the TIES proposal, the relevant Texas stxi ageacies resin all
WMBWWWMMWMMW%
Single SIte ALERTN;

() hestateisobligated to memmmmmmmof'mis progrems
will gee @ rerit system of personnel adminismation. That merit aystem, however,
wmappﬁmhhmwmwkfmﬁmwmmm contixets to
adnrnister other paris of the edigibifity delermination prosess;

{3)  wbing in feders] sehrto ox regulation prabibits the stete fam delogating certain
eligibility deteoninalion functions to 2 sontmactur, Inchudiag seme sertification.
reized functiony under the Foad Stemp progoun,

‘Texas does aot argue that, in crder 1o camply with federal raqpuirementy, anly the
individual “pushing e batton™ to cextify eligibility must be ¢ public, menit systome
provected smployes. But the federal governmont Bas no basis for myguing the other
extremne, saaely that gl] eligibility fmctioas beyond data iutake st be performed by
public mmployees, |

Tmmmwmwmwymmwmmmwm
Berecon public and private employeed in the eligibility certifcation process. Federa!
sgency stof¥ w date has refused to ke a position oy thet ixsus.

The issuc afwhcmpnvw employees can sextify cliznt eligibitily is a ved herring for
the fisllowing reascns:

(A  The eligibility determination process sod wm gygtem ars adesubased:

whish miniemizes the possibility of pablic or private epioyers expycising
unbridied discretion.
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(R)  Tbe sune =t all times will rommin respensibility for the promulpation of progsam
rules exd policy. In ather words, the abjective Qiteria used by slaff and systems
in determining client cligibility in all imstgpces will be defined by public
employses.

(C)  The exate will rerain final approval and disapproval suthority over all eligibitiry
determaingtions and the slals, It 8 privete coniractor, will be respansibie for
assuring the duz process rights of sl applicents whaose eligihility is denizd,

()  The stata will retain conizel over all efigikility determination fiunctions by holding
ths contractor to strict performence standards through stringent aversight of
contracior operations.

(£}  While holding the comtractor strictly responsible for results, the state will remain
the party that is accoumable 1 the federm! governmens for complizacs with all
foderal requircmente
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. American Federation of Labor and Congress of Industrial Organizations

EXECUTIVE COURTR

JOHN ). SWEEREY AHARD L. TIXUMEA ' LINDA CHAVEZ- THORPSON
. PRESIDENT. T SECARETAMYTREASURER - - EXELUTIVE VIDE PRESIDENT
Al S Eeverst T. By wityts £, Gt darres B, atialy
Ve K. Sombis L W, Mcirtme FEmH, Bpwane faedin |, Bowse
Sotvi L Joes Wonwe Bty Sushent 4, (oergie Barw Loehigw
S Ligry t5r ot 4, Bwrey Mog B
Gavige J, Howrpas Jehu ¥ SRR " Fratk Matey A ;. 2on
Keivet S Fon Carey Anrsie A, Cory Sxpree M
- Glorig T, Jdewes Deuginr M, Doty Gmgn B e S b Yolitn
& Rypwgolon st Clayoia Rrden MA, M Flerming Capehons Farmest
P Feang . Mk Soocwin Jot L. Greee Sondy rigt
. St v . Gl Haynot . anaslabsa - wilam Lugy
L iyt gt T e MoKgrode AiLwe” Roame
Az Mose Armpe . Heddousr Fovert & Stadzigni ezt £, Wy
P Jlaba tlyy Afred) K. Whighead Ardhw {, Srem
March 13, 1997

MEMORANDUM

To: Kathy Mays/Bruce Reed’s office

From: Diane DeYulis/Gerry Shea’s office

The attendees for the Welfare/Privatization Mctzzng with Bruce Reed are ag follows:

Gerald M. Shea, AFL-CIO _
DOB  12-1646 88N

Marc Baldwin, AFL-CIO
DOB 7/12/62 SN

Debbie Goldman, CWA
DOB 3N52 SN

1ee Saunders, AFSCME
DOB 3/13/81

" Marie Monrad, AFSCME
DOB 11/25/5%

Carol Goluhock, SEIU

DOB 12/2174% _SsN IS

John Howley, SEIU T T
. LA A SO I e S R

DOB 5/26/57 SSN Mﬁi’m e B T

Please cali me at 202-637-5224 if you need additional information. -
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HOUSTON CHROMIGLE

By POLLY AOSS MUGHES
HOO6 Shiomgn Auson Surssy

BK v 3

AUSTIN -~ Texas twp weliare
officlal declared Jate Jast week that

ing short of suates’ rghts were

- pothing
&% lxsue i & feud with the federal

ent pver  muluibiliondol
privatization plan

On Monday he called a rucs ~ a8

least sempuranly -~ alter federal

officials warned that Texas could be

riskiog biicos In federa) welfare

fioding by movag ahexd on the

prqg? withoyt first ob-
talning cit federal approval,
“We're not going ta endanger fzd.

aral funds, Pm pot stupld® said
Texns Coumnissisner of Health and
Haman Services Miks MeKinney.

“Becziuse ihey did nd. nego-
5}1&09: wre angeing. We're sl
with the federsl govern

ment. We'rp 4l :xymg 1 get thelr
approval® be added. “I'm not going
o thumb my nose &

Jthem and put ithe sHer for 5idss on
the street™ -

MceKinney and Gov. George W

Rush have said they befieve Texas
has huopleit federal agproval @
mave ahesd on the project based on
a foderal rule that requites i dafnl
tive federa] pesponse Lo slale pro-
posale within &0 days. Hush

Ray Sullivan said Moo
day that they still hold that opnion.

McKinney, who suspects nationial
Inbor nzﬁ:gs of contrihuting o »

i uttention of severas Compames
fteresid b bidding: Lockheed:
Martin, IRM, Electronle ats Sy
tens, Unisys apd Anderses Con-

- piting.

The aiss has set off slarme
thte t the national fabot nigve-
ment, Union leaders fear the preces
ﬁmbsazﬂng Texas privatizadon

Bowles. according w0 Brooxs Sun-

katt, aasonsl vice president 37 Pub

gcw ard Health Care Workers of the
A

“{ think cbviously they're dega

closer jook a: this becguys 7 our

concerds.” Suskest said T sug.
tad jobs being a1 stase 252

, We'te al3g coicarned tha; vy

£r5 gre §oing o b making 3 profit
off of gther peopie’s musery

Yuowrtainty over U Texa: pro-

¢ is Gustrating members Jthe
exas Leglslature. Lawniakers
r¢ the comceps of g
streamtined syutem kor serednin
welfare spplicans. dut a0 al
them agree o5 bow far privet zation
showld go.

The state's desire o move b
ward on the project vs. the fadem)
government’s galzzﬁﬂiy siow ap-
zmmwi process is cause for Futher

¢

“ lgﬁ'c very mixed feelings asout
it said sate Sen. Judhth 2a%4nd
N-Lareds, chalrwoman of the 3en.
e Heaith and Human Semvices
Comunitiee. “They haven's =ised
aoy real objectionsilit’s Fustrating.
We'ne trylng 10 desi wath 2 situation,
were oving to save muney and v
we're %gm servt.oroply wha

Sea. B Rati? BMount Foeas.
ant, said he things sae sue sooulgd
ghep sarious thougns ¢ Jong ~uch
of the project wits sialz etvpicieen,
especialy considerng e federal

g

' i¥rvous about gm.;\f anead
withoul explicit ap‘gx;:w " said
Rai, chairenan of Senate ¥
sance Commitize, “Maybe we gught
10 consider dotag i in-house Soue-
one eves make g case there
g?'»uld s s0p0e $avings. IUs possl

ﬁ.”

Ha-

&OW mille, 0
a are akraid of t o8 .
probably some unions who are {,‘?“mm %"gf% a:"dd teis
posed to ..mm that Tooks open between wt_‘g&m.m&dml
a:gﬁ {igia seeking bids “Gmggg If we're paing Lo lase
withln twg weeks oo the contract, mcﬁf)’;i%u!dﬂ'taﬁvisethamw
the firet of its kind in the nation. mmh:gzy :h%etsaid.h"‘il‘;
The contract, called the Teww Wm put K oo Mol
fotegrated Enrolliment Services, that s the corvedt stlor.
wuglaet a private teckaology cotpe Hep, Gamet Colersan, D-Beuston,
pary creals and 8 sald it could be e for
system to screen applicapts fur private companies 0 Supply som-
more than $8 bilion in welfare ben puters and develop soRtware pron
fits. The project is cu : mmrmnewmtemmthc
pocompassing 21 different the Kne on privatizatlen
service . Soine have esth should be.deawp there....
oiated ject contd et 1 to ¥T believe sattie form of privitizs-
7400 state tion ks gwl” Bo sid- Bit mowing
" Worth an estimated §2 billion over how to epproach and degl with
Hve the cont= " “as drawn chentetbsy iizie:g&.;unmazg
REE N - may

better ien 7 tne hands of thase it

Bave been doing thig for d vem 2
time sad that's wie Departmin
Rumsen Services”

Gas company-
- overcharged
$11 million

Lone Sear says it will repay
customers sarting in April

charged customers mors thax 11
millien e mueh om 19591 %0 1998,
bor company officials didny @l
siate reguiators they world repey
the money unill & faw days ago
when the overdiliing cams under
wrutiny & e Texas Rallroad Com.
riston,

{n papers Hled with state reguis
ey Thnrsday, Lope Star Qs apd
sister company Lone Star Pipeline
Cz., which tresspore and distribyts
matural g3 o 730000 bomes and
busigesses in Dallss-Port Worth,
promised to MY CUSOMErs OVera

12muoath period beginning in
April, .

Company offivials seid thar tha

ey homeowner wotld get back

# tetal of 3480 reflected in & jower
bill and that the problem with cvar.
charging hos now been currectsd,
The cisclogmre comes At & crith
cal time becanss Lone Star Pipeline
hins avkad the Raflroad Compmiisstan
Tor its first rate increase i0 14 years,
wills 7€ Texas cities served by it
have timultaneondly ssked regols
013 1 reduce the rates, The case
will be dacided iater this year,
Lone Sear Gas aud Lone Star
Pipetine are both divisions of Dal.
isybased Epsereh Corp, which is
being acquired by Texss Utilties
Co. 10 form tir domingst power
compaly in Nortk Texax
loge ftar Gas officials eay thay
lesrned of the probiem in Angnst,
gﬁtkm‘t uatf} last week that
ey promised smis reguistors
world yepay the money. ey
miuiﬂc&dnﬁngnheaﬁngwﬁw
week, & compeny had
Win officials st tha m@fm
mission that reguistors had “no oo

Lthority” t ordar & pefund and that

the companr Wil WL ~nsider
ing” what 10 de, sccuimng o 8 tran
wript of the hearing.

But despite what the lxwyer said,
lone Sur Gas pregidens Pick Wi
linmy sald 1o an interview Monday
that the company Mlwers intended
0 repay the modey.

"Rsentially, by implication .,

we wers prepared w do et last

foli™ after tha error wad discovered,
Mr. Willtams said, It wiy "not samo-
mmmwwwmf
Bs mid the charges 1a question
resnbad from what ka sald wiss the

L o O
. CONTTcE

| e e v . \,\M@M
Welfare privatization hits snag
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Director

Dffice of Management and Budget

Cld Exegurive Cffice Building - S mwwﬂww¥cﬁi_;
Wwaahingten, D.C. 20800 . agn~d 2 FRQUS oo gl \

Dear Frank:

Ce glﬂk\&\

Tha Bonarable Franxlin Eaines *
Copiuie

‘blp.,_&...

b

I am writing on behal? ¢f my constircents in the 17th Disurict and
tha State of Texan 10 reguest your prompt attentien to Texas'

regquedt for approval of the Request for Offers for rhe Texas .
Integrated Enrellment Svstem (TIES). This reguest tag been pending
for sevaral montns and has reached a cyivical point for a decisicn.

Whar the welfare vaform debate bagan in eayness in 19885, I sec up
welfare vask forces in my districs and asked them to put nogather
their recemmandations on how Lo Birugture the Welfave daelivery
aystem. The nurber one resommendarion of tha task force was chan
the application procesa be soreamlined and simplified acroge varicous
meang-tested prograng., The task force concluded thar streamiining
the appiication process would provids better gervice (& ngedy
individuale and would use scarse vescurces more afficiently. I wasa
rherefore pleased that the Texas legislature directed the Tesas
Human Servicag Commission bo dsvelop an integrated enrcliment syssenm
ag part of che atate’'s welfars reform plan., T have been evaen more
pleassd that the Commission hag taken this directios very aaricusly
and developed an integrarted enrollment proposal very consistent with
the goald cutlined by the welfare task force I established.

I am enclesing a copy ¢f & lettey shat Dr. Mike McKimmey,
Commiggioneyr of che Texas Human Bervices Commission, sent to
Secretary Donna Shalala on Fenruary 158 informing tha Department of
Fealth and Humar Seyvices of his intention to procesd with the
ralesse of the TIEE Reqguest for Uffers. The Commiasion ie
proceading under the authority of HHS regulations chat deen reguesns
te pe approved if cthe Department dees not provide the scare with
approval, digapproval or a writzen vequeet for mare information
withls 50 daya,

Whila ¥ shave Dr. MoKinney’a disappointment shar the Commisgian has
found it necessary 1o procesd without formal approval from HHE or
USDA, 1 believe that the Commission has bean extremsly patient
rhreughout tha approval process and has ample legal and sulstantive
Juseification Lo procsed with the program at this point. The Texas
Human Services Commission nas been developing rthe TIES at the
direstion of the Texas legislacvure since June of 1985, .The initial
RFC was preaentsd to HHS and USDA in June of 1886. $Siace thabt time,
prane officiais mave worked extensivaly with tha adminisiyznieon to
rafine and {mprove the proposal and have ressonded o sévaral

. z -t - N Dout . . : H -1
vemuest s o iafarpanicn, Further delay risen jeopardizing Tha

T'd ’ Wixid WYES D SBB~BR-1
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success 0f the Texas welfave reform initiative, which antlceipatsd
implementation of tne TIES. The viming i3 especially oritiecsl
becavse the Texas leagislature will onlv be in sssgicn for a faw
manths. Dr. MoXinney and his staff peed to begin bo work with the
legialature very soon Lf any changsa nead te be made o the TIRS
vhat ne2d legiplative approval, or if the welfare refors lagislation
sesds £o be modifisd £o adjust Lo the absence of the TIES.

I rave workaed with Dy, McKinnay in seekiog fedsral appraval of the
TIES and several othey issues, most notazly approval of a waiver for
the Texas welfszre refors plan in 1385, In alil of these inszances, I
kave found Br. MeRinney o be extremely reascenahble and willing tco
make acsommodations to address administration concerns. Dr.
Mi¥inney remaing willing to work with the administrationto resclve
any problema preventing federal approval of the TIES, I am willing
to work with you, Or. McRinnsy, Governor Busk and other state and
adminiscracicenofificials to foster a constzuctive dialogue that can
lead to prompt r2eclution ©f thig matter. If the administranion
devermines that legislasion is necespary ¢ allow approval «f the
TIRS, T will work in my capacity &5 Ranking Member of the House
Commitree on Agriculrure to pursue such lsgislation, and delieve
that thers would be pipartisan gupport for auch an sffert. I hopse
that she cooperation betwaen the State of Texas, my effice and the
administration that ied t£o the approval ¢f the Texas welfare waiver
unter termg that were acceptable te all parties can serve as 2 wodel
for dealing with thia issue,

Thank you in sdvance for youlr atrention 1o this mantey. I look
forward Lo working with both the State of Texas and the
Adminiastration to sse that we continue £o make progress toward final
implementation of the Texss Integrated Enrollment System. Please
feel free ro contact me if I oan be of assistance. With kind
regards, I remain :

Sincerely yours,

Chariza W, Szeankalm

Membar of Jongreas
CHdS:anl -

Enclosure

e Governor Gecrge Bush
Lisutenant Governor Bob Bullook
Dy, Mike ¥cKinney
Bruce Read
Ken Apfel

£ 'd LES T WYR@: /7 S68(~00-1
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TeXAS HEALTH aND HUMAN SERVICES COMMISSION

MICHASL L. MONNEY, 3, O,
February 19, 1597 . . camMissioaEr

Danra E, Shalaia, R0

Secretary

United Statas Departmont of Meaith & ﬁuman Services
. 200 Indepencance Avenuas, S W.

Washingtans, 8. C. 20201

Re: Toxas integrated Enrofimant Sarvices Smject
Dear Secretary Shalala:

The purpose of this jaller is 1o respond ¢ corespendence dated Januery 31, 1887, fram Mr. Mark
Ragan. Rirecior of the Office of State Sysisms, Administration for Childrea and Familiss, to my office
regarding the review of the Swats of Taxss' request for approval ¢f the Request for Offers for the Texas
lntegratod Enrcilment Services [TIES] project. {Copy attached.] My, Ragan advises that the AGF and
MCFA continue to Tevigw the RFD and that a final degision sannot ba given at s time, Hs atatss that
giseussions warg being conducted ai the highest isvals within DHKMS.

1t is therafare apprapriste to direct my concems about the agproval pracess !QI‘}{JEJI‘ office and te inform
you of my office’s piang, based o0 our undersianding of applicatis federal reguiations, o release {he
TIES Request for Offers [RFCL

A5 ynu may know, thae Siale of Texas, through s ageney and the Sta*a Counsil an Compmetitive
Govemmaent, has smbarked on a shallenging intiative ta integrate the eligitility detersination and
client enroilment funclions of several public aseistance programs, including Madicaid and cash
assistance under tha Tamporary Asslstancs 10 Raedy Families gregram, The Staie’s ovararching goust .
is 10 improve service ta recipiants of public assistance by maximizing efficiencias and taking advanisge
of techaital and busingss innovations zvaliable theaugh the marketpiase. The Siae alse has ssiediad |
this grotest a5 3 moans o sntourdge publicprivate competion and, in he process, stimuists the
formastion of publlic-prvate partnerships.

The Texas Legisiature dlrected this agency ond the Coumgil to delermine the potemial benefts of
contracting ot these funcons and, i this option was doemad feasible, authorized this agsney ¢
contract Out those furctions. Fajiowing n extensive study of the pregrams o be included in the praject
and an assessmant by the Councll, the Council getermined thal thers was # compelling business case
o support tha contracting owt of gligibility determination and enrplimers functidne. The Council directed
this agency 1o pregare and conduct 8 compaltive procursmant 1o impiament the Counclt's findings.

We first presaniza the RFC for an integrated enrclimert aemice for reguired prior approval to your
agency ang the Depanment of Agricuiture in June of 1888, Faliowing an extensive réview and

SRR L AR Neee L oaeemy Desamhy Tiaar, Auslie, Teras  TAYS
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Seceatary Conna £. Shalala
February 18, 1587

Page 2

ecrmimar? by he federal agerncies, we met with sgency rspresentatives in Adstin an July 23, 24, and
25, Based on the input and direciion wa recaived from federal swi and oifers, wa resubmittad the
RFQ and Planning APD for tha preject for prior fedsre! gpproval en Qolober 17, 1996, We rocaived
acRnowisdgrnent in a ietter fram Mr, Joseph F. Costa, Director of the State Systems Policy Staff for
ACF dated Coicbar 24, 1997

We met once again witht faderal staff at the afficas of the Food and Consumer Seivico in Alexandria on
November 13, 1996, whers we received additional commaents and giraction, We reseivod reguests far
clarification from DHHS and USDA gn Nevember 19th. We submitted imformation in respense {o thess
requests on November 27 and Decamber 13, 1808, Mr. Ragan's lstter is the most recent
corsspondenca wa have recoived from the Decartmentt on this matter.

Although your agersy has ingicated mare Ume is needed 10 make » fingl detision an pur request for
sgproval, weo balieve a DHMS regulation adapted last year authorizes the Stawe of Texas to procsed
with the implsmentation of the TIES on a provisional basis without the Department’s prior approval,
The reguiation, «xilted at 45 C.F R, sacton 85.511{c). promises prompt ggondy aclion on states
requests for pror approval of Planning APDSs, implomentation APUs, RFPs, contracts, and cartain
contract amendments, Under the new regulation, 3 slate's request (s autematically deemad to have .
provisionally met the poor agproval conditions of e regutations F DHRS kas notl, within 80 days
following tha date cof the its letter acknowledging recaipt of the siate's raquast, praviced ne Giats
writen agprovel, disapgroval, or & requeat for infoanation,

Based an our understanding of the purpese and intent of the regulation, we hei'evé that, due to the
deizy in federal action, the Swsle has provisionally met the prior appreval conditions of OHHS and
USDA ragudations,

in tha natice of proposed s mexing that aspeared in the Federsl Register, the Dapariment axpiained
that the "promipt action” raguiation was progosed in the interent of incrsasing efficiancy and reducing
feduraily-imposed burdens on the statss. The Dspammants avowed tention was to heip staies
contain zasts by minimizing tha delay in'granting required approvals, The Doapatment acknowiedged
that siates which are confident their propesad ADF projacts eatisfy fecders) raquirements should not be
poralized by sxcestive delgy in the Departmamt's approval, See 80 Fedg, Rag. 37858 {July 24, 1985).
On final adapiion of the regulation, the Departiment reapended to & comment that the regulation may
De emp!oyw to delay the aporoval of stals requests by offering explict assuranas that "this will net
happen.' 81 Fert. Reg. 36884, 558386 {July 31, 1988).

Urdfariunately, it appears that this is precisely what has cccurred with the State's cequsst for approval
of the TIES RFO, Qur cancern js thal the current snd - f we interiret your agency's actions correctly -
potentially inmterminable celay in the approval of the TIES RFO viplates the spint, if not the letter, of the
prompt action requiation, CTenain that this is not the Uapartmant’s intantion, we helieve it is reasonable
% intergret the reguiation to authoriza the State of Texae 1w proceed with the TIES project under the
provisional approval chteris of the regulation.

The reqguiation ig siant as o the Dspenment's duly ang a state's reasonable expectations in cases
where faderai approval takes longer than B0 days. It seems clear, though, that the policy basis for the
regulation was to bring clesurs 9 a pracess tnat unfaity delays and adds cOmis W proposed state
. acvien. The Deapanment’s sctions imply, however, that # interprads the regulation to peemit an extengion
of e paried of review for 30 adgitional 80 deys vpen delivery of writen notice o e stats. This
applicaton is ptainly at odds with tha Department's justification for tha ruis,
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if the regulation is (o apply in wis instance, we ithink the more reasanable application would be to
parmit tha Department o receive an additionat 80 days o review a state request for approval whan it
sither {1} requosts sdditional information frem the slate or (2) receives information fram the st in
ragpanse 0 such 2 request Urler this intatpratation, the Department wouid Ba required, within the 80
sdays following the mequest or recaint of informatian, (o provids the atate 8 wiitten approval, disapproval,
or reqQuest for additional information. Mr. Ragan's letler of Janusry 39, then, would not axtend the

Cepartment’s review perind because It did not provide spproval, disapproval, or request additions!
informatian from the State.

Accordingly, under this reading of e prompl review reguiation, ths State of Texas was deemed (o
have proviglonally met the prior approval condttions of requiations, al the eartiest, on Jaruary 18, 1887
{60 calendar days following November 19, 1868, the dete of the Depacments request far mare
Informgton) of February 11, 1567, 2t the latest (60 days following the szazes Recamber 13, 1998,
submission in response (o ﬁ’ze November 18 requgst).

Based on this undarstgnding of the ragutation, my staff is praceeding with fnal preparation ¢f the TIES
RFO for formal relagse o the markeiplace. f we amn incorrect in our raading of the reguiations, we
pelieve # is the Department's maponsibsﬁw la 50 advise and provids the State of Texas information
necassary o fulflli the prior approval requirement. If we receive ng direction fom the Qopanment by

February 48, 1687, we will asauma you coneur in our regding of the rogulations and we will isrally
asus the TIES RFG.

We hava conductad the dialog with our federsl partners in the utmost goad faith and in the spint af
partnership. We think this commiiment 18 oritical ta e ultimate suceass of the TIES project. Almost
without exception, our federal zowterpans have been axtremely helpful in provioing my staff waefu!
agvice and direction. ‘Their input has been indispensabla 1o snsuring the sucsess of ths preject. Yet,
despite these 2#ons and repeated dssurances of & prompt federa! dadision, we appoar ne closer to
approvail than we wares neatly nina monihs ago when we first approgehed our fadecal partners. Ta my
krowladsa, we have respongdad (o have atampied (o respond] 16 every request for informatian and
carfication frum fedaral overdight agenciss. We are unawdre ¢f any resson why the RFQ cannot be
issuews at this ame, Mr. Ragams leter digdloses no fingenng of Insurmountable issuss ragarding the
seojact. Thus, we are eft o Specuiaie whether the delay in approval is for reasons ¢thar than R
adequasy of the RFQD and compliance with federal raquirements. .

t agree with Mr. Ragan thal @ project as large and ambificus as TIES deserves carefd congideration,
and we are commitied, as your $taff ars, to snauring that the needs of owr chienis and taxpayers” |
nterests ars protacted. However, esch month of delay in tha reilease of the RFO costs the 1axpayers of
Texas. Ta date, the State of Texas has wesied approximately $1.8 miljon in the planning and
devsigpment of the TIES project, Additional expenditured will no doubt he necassary 1o accommadgte
further federal delay.

Mare imporant, we contservatively estimiate et sach monh of gsloy in the siptewigs implementation
of integuated snroilment in Texas costs the taxpayers of this atate at isast $10.000,0€0. The Texas
Legistaturs, in authorizing thix project in TE8S, instructed my office to direct the savings generated by
-integrated enrofiment to fund additiena! heallh and human services programs. | estimate hat the
annual savings in acminisirative costs alang generatad by TIES cowid provide health zare coverage an
sdditionsi 180,000 needy Texas chikrem. Thus, the inatiiy of me federal avthorities to fUlll their
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responsibiities frustrates the intent of ine Texas Legistaiure and is boms dirsgity by our agencies’
dlierts and the citizerss of Texas, \

{ regret that this actien has Wmma nacessary, B s my duty 5 snsura the intent of the Yexas
Lagisiaturs m !mpﬁemenwd and the lnterests of the peopis of Texas are advanced. Wa frmiy balave
that the TIES project is the right thing for recipients of pubilc assistancs and the State of Taxas, and 1
is jong overdue. | understand our efforie have been caticized by oecpls whose inlerssts may e o
praserve the status gquo. Uniike your sialf, these persons ether have act taken the fime (o consull with
us, have not given us the courtesy of an Span and honest discussisn of the isgues. &r have chesen io
ignere the deac commaiments we hava made 1o improve sendics to cur Slierta and give velue 1o the
laxpayers.

Wa view tha TIES project as an sppaunily to realize Prasident Clinlon's vision of 2 nation whers thes
important and erilical decisions of povermment are mads closest to the pedple whasa lives they affect.
W slse share his bollef (it restoring 10 the siates thig respongibility and authory is criffical o
tefarming the waifare systam and meeting the challenges of the next centuty. And we 3gree with your
recent ramarks that "“whea wa target our resouross reaponsibly and inhovatively, when we team up
with aur private and public panners, and when we act as lough, sawwy managers, the fageral
government gan help lead 2w way in areating a stronger and haalthisr nation - a3 nalion cagable of
meeting challengss both old ang new.” With your help, the Stats of Texus can follow a simitar path,

Cansequently, | reapectfully ask for your 2ssigtanse in resoiving the apparent impasse over fhe
appraval of the Texas integratad Enruilment Sarvices Request for Offars. As aiways, we are prepared
o supply any kdarmation yau or your stxf! MAy need la 7each & prompt und correct dedsion.

&mrsiy

-

Michas! £, M::Kinaey, M.
Commingionee

Anachmant
o Governar Gearga W, Bush
Liewtanant Gaverner Bob Bulioak

Speaker Pats Lanay
Camptroller John Shamp
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Income Maintenance Branch -

Office of Management and Budget
Executive Office of the President
Wrshington, IX® 20503 :
Please route to:
D' a ¥ I I —
- 4
Ken Apfel _ F_“,‘:;""‘"“‘I toemation

P yoor requaesd —
Seemhbduw X

With informational copies for:

Phone:  202/39546R6
P 200/393-G3851) =
. Room: #8222 CT
Subject: Backgroumd paper on Texas
Privatization

Attached d eragency issue paper on the Texas TIES privatization proposal. You and

Gt lp{ul for Monday's mecting with Bruec on the subject. 1 would caution you
though that the agencies have not provided final comments on the paper - Medicaid in particular
will probably want 1o change guitc a bit since the perspective of the paper is largely Food Stamps.

_Also, agency principals have not yci scen the paper. Our goal was to share it with them by
Wednesday of next week.


http:WiMingt.on

UMH LHHUK BRANCH 1B:202-395-1596 FEB 10°97  12:29 No.006 P.02

e

Februney 7, 1997

Income Maintenance Branch

Office of Mansgemant and Budget

Executive Office of the President

wm@mmwm
Please route w2

Decidon nooded .
Rarbars Farmer, ETA/DOL m e
Margaret Pugh, ACFHILS Feyoursqen
Terry Watt, ACF/HMS ‘ scxrmabsbedon X
Marty Svolos, HCFA/HHS ; —_y formatianed coples for:
David Cade, BCRAAHS | omromr s =+ = - abcy White, Cmiwxmi,ﬁzs o e
Dana Sitnik, US/OPM . Mammsy, JefX Fadow, Bob Rideout
Ron Hill, GC/USDA ) ’ Phooe:  SU3305-4686 X
Carolyn Foley, FCS/USDA > . o Y re 20ass-csst
’ foom:  KRZZZ

Suhject: Background paper on Texas
Privatization

From:  Stacy Dean

Ausched is a draft interagency issue paper on the Texas TIES privatization proposal This paper
was pulled together by USDA and OMB us‘ztrg the infommaﬁ pwvtdﬁd 10 ux by USIJA, ACF,
RCFA OPM&adl}cL [ hig pancr ; 2 Ing Ja s
a5 o ghex DD lemlcwmmpwandecm:fyaummym&m Auhe
m&mctzi, the pnper has quite a bit of information on each program and many of the issoes relating
to privatization. It probably needs 8 bit mozc of 4 global view and more of an cfiort (o draw out
commonulities and distinctions ameong the programs. During the process of compiling cach
cgency’s papcr info one piese we've taken some [ibertics, M we've Snadvertently obseured or
deleted iImportant information from your section, picass 1ot us know, ’

2 1

By Tucsdny morning, we'd like your commeats on the paper.” By then we should be ablc to
pull fogether a final plece which we can all ehave with our principies on Wednesday.

Thank you very much for your timely and valuable input.

Barbura Farmer, ETA/DOL,  ph: 202.219-5385 | fx: 202-219-G51C =
Maorgerct Pugh, ACF/HHS  ph: 2024016944 fir 202-401-4678 .
Torry Watt, ACF/HHS ph: 202.690-6637 1 202-401-6400

Marty Svoles, HCFA/HHS  ph: 4)0-7864582  f&:  4i0-786-3252
David Cade, HHOFA/HHS ph: 410-786-3820 x: 410-786-0025
Dana Siwmik, US/OPM phr 202-606-284C  Ix 202-606.2663
Ron HHN, GCAUSDA . ph 202-720-6181 £ 2027206910

Carolyn Foley, FCS/USDA  ph: 703.305-2473 iz 703-305-2098
Stacy Dean, OMB phy 202-395-7762 fic 202-395-0851
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PRIVATIZATION OF FEDERAL PLBLIC ASSISTANCE PROGRAMS

OVERVIEW s :
Thiz paper has been prepared jointly by staff from the Deparfments of Agriculture (Food
and Consumer Service), Health and Human Services (Health Care Financing :
Administration and Administration for Children and Families), Labor {Employment an
Training Administration}, and the Office of Parsonnel Management {OPM). The Federal
agencies have besn meeling recently to discuss the general background and issues
surrounding privadization initiatives that are under review within thi Departments ead o
explore options for making final decisions and responding to States

ISSUES REQUIRING DECISION - e e e

To what extent shouls the States be pamitted 1o transfer the responsibility for efigibilty -
determination for Federal public assistanca programs 1o the private sector through
competitively bid contracts? And, may the Merit System of Persofine] Administration
requirerments be waived {o allow States fo enter inte contract agreements?

|
BACKGROUND ;

Thare is increasing interast among the Siate welfare ggendies in ﬂxas?emng the
administration of public assistance programs 16 the private sector through competitively
bid contracts. This interest stems in part from the efforts of the Federal and Stite
governments {o test new methods to impiove prograin services and 10 increase seif-

sufficiency among program recipients.

Contracting or privatizing cenam functions of the public assistance programs Is not new.
For instance, all States that havo implemented an Electronic Benefit Transfer (EBT)
sys&emforﬁ:sﬁssuanm cfbmaﬁﬁs have a contract agreement with a private entity.

What is new is the possibility of contracting with private entities to perform functions that
have historicafly been the responsibility of the public sector, sueh condudting the |
determination of eligibility and certification for public assistance programs such asg the
Feders! Faod Stamp Program and Medicaid. While the new walfare law explicitly
permits States to privatize TANF administration and service provision, no other major
Federa) public assistance program has such broad latitude®, Privatization would require
a waiver of current statutory and regulatory provisions related to the Merit System of

b Note tat eligibility for $6 bifion in Pell Grants and $25 billion in student loans an utinely
detemsed by largely non-Fedeml, tion-public entities.

DRAFT
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Fersonnel Administration as required under saction 11{e}(8) of the Food Siamp’lwt ot
1877, as amendaed, and a8 yequired under section 1902(&){4) of the.Social Security Act
{(Medicaid Progcam).

in addition to #s TIES proposal for wetfare programs, Texas alse plans 1o privatize labor
oxchange servicos authorized by the YWagner-Peyser Act. Therefore, the Dapartmeont
of Labor {DOL) is in the process of g broad policy and legal review of the extent to
which ehtities other than the State empioymant wcunty agencles may doliver baskc
labor exchange and unmploymm insurance services.

}
CURRENT PROPOSALS REQUIRING DECISIONS ABOUT Wﬁ&l‘%‘?‘ SYSTEM OF
PERSONNEL ADMINISTRATION

[ S

)
¥

TIES is a statewide privatization initiative of the Texas Heatth and Human Services
Cormmission (HHSC) and the Texas Councl on Competitive Government {CCG) In
suppont of a State {aw enacted in 1985, Under TIES, the certification and eligibifity
determinations for most public assistance programs, including the Food Stamp, Special
Supplemental Mutrition Pregram for Wormen, Infants and Children (WAC), TANF and
Medizaid programs, woukd be contracted {o the private andfor public sectors through
competitive bids. The TIES proposal does not address contracting out the delivery of
unemployment insurance or amploymaaz aemm funded by the Deparfment of Labor.

The TIES proposal would require & w;arver of the merit systemn reqlirements under the
Food Starnp Act. HCOFA s reviewing the axtent to which merif system reguirements
may be waived. The Federal agencies and the Stale of Texas have been negotiating
the conditions for releasing a Request for Offers (RFO) for TIES since May 1986, With
the exception of a final dedision about thé mernit system provisions contained in the
RFO, all other issues have been resolved.

Yexas was expecting final appraval of the RFQ in January to b gble {o releaso the
RFO by the end of the month.  Two congortia have been developed with the Intention
of bidding an the RFO. One consorium is composed of the Texas Workforce:
Commission, Infernational Business Machines Corporation and Lockhead Martin
Corporation. The other consortium consists of the Texas Departiment of Human
Services, Electronic Data Systems Corporation and the Unisys Corporation. Arthur
Anderson has aiso indicatod an interestin the proposal bt has not aiagned itseff with a

Siate agency.
Mammmm
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Under the W-2 proposal, the State is contractingon a compstitive basis with public or
-privale agencies for cedification aclions such as gathering client :etybzlzty informiation,
conducting efigibility imterviews and data inpul. The State, presuming the Depariment
of Agriculture’s approval of s waiver request of the merit system requirements for the
Foexd Stamp Program, roleased its Request for Proposals (REP), -We have been
advised by State officials that the contract process has been completed for one County
(with over 80 percent of the State cascload) without the inclusion of the Food Stamp
Program. Coniracts have been awarded o six private, non-profit agencies.

[Insert information on Wisconsin &nd Medicaid.]

4 RALS e £ e

Legislation enacted in the State of Texas, effective September 1, 1888, provides for the :
delivery of labor exchange services that are authorized under the Wagner-Peyser Act -« -
and currently delivered by State employment security agencies by local workiorce
development boards and privete, non-governmental providers. Thus far, Texas hes not
considered contracting out the delivery of unemployment insurance services. The
Depaﬁmem of Labor has ﬁzged Texos to detay implementation until the Depariment’s

review is compietad,

ES

In addition, the State of Massachusetis, with the Department of Labor's approval of 2
grant to implement a One-Stop Career Canter system throughout the State, has
awarded contracts to private-for-proft entities to deliver labor exchange services in
several local areas unider that grant. Other States such gs Montana, Utsh,
Pennsylvania, and lowa are on the threshold of requesting similarapproval.

ORGANIZED L ABOR RESPONSE

The Departments of Agricuiture and Health and Human Services have receivexd
numerous letters from employee uniong aboutl the TIES proposal, including the
American Federation of Labor and Congress of Industria) Organizations (AFL-CIO}, the
American Fedaration of State, County, and Municipal Employees (AFSCME) and the

. Service Employees internatfjonat Union, The unions assert that @ walver of the merit
system would result in a decline of client senvices, including acoess 10 program benefits
and client confidentiality. The Depanment of Agriculture received over 1,000 feflers
from employees in Wisconsin objecting to the W-2 project.

In the case of the Texas workforee development legisiabon, the Department of Labor

has recelved s letter from the AFL-CIO guestioning the legality of privatizing
employment services.

DRAFT s
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CURRENT FRUGRAMS « Certification and Other Progirar Regulroments

Eaod Stamp Program

The Food Stamp Act requires cedtification, i.e., the application and eligibility ,
determination process, to ba completed by merit system employees. Certification,

~ howevar, is not defined in siatute.” As supported by legisiative history to the Act, current
regulations specify that the required inferview be conducted by merit system
employeas. Given the complexity and discretion that may be required in the food
stamp certification process, the 00d stamp intenview Is crucial to accurate ,
determinations of efigibliity and beneft level. It is through the food stamp interview that
the worker solicits most household information, determines the necessity for additionat
verification or resclulion of questionable informstion; and ascertains the need o
appropriate policy decisions. I is also the applicant household's opportunity to have
face-to-face contact with 8 public empioyee. Volunteers and ather non-merit
employees may assist an applicant hotisehald in other actons ralated to cgttification
but may not conduct the food stamp interview or cestify a househald. Durning recent
debate on welfare reform legislation, Congressional conforees reinserted the merit
system provisions in the Food Stamp Act that a previous Senate bill had deleted.

Medicaid

Similar to Food Stamps, the entire application process, from taking an application to
making the finat eligibility determination, is performed simost entirely by employees of
the State agency responsible for administering the Medicaid program. The Medicaid
statute and regulations contain very little about the eligibility determination process, and
virtually nothing about what entities may or may not perform specific functions within
that procass, except that the determination of eligibility must be made by the agency or
agencies spechied in the State piar:

Unlike Food Stamps, :he Social Sewntym provides for "out stationing™ which aliows

- the State to use private secior enployess to perform same eligibifity process at
locations othar than State TANF offices for certain groups of applicants. Outsiationing
was incorporated into the law as 1o increase program access when the law was
amended to substantially broaden the categories of efigible individuals.

States have the option of staffing cutstation locations with State employees or non-
State employees (e.g., contraciors of volunteers), or a combination of both. Because
out stationing can involve the use of non-State employees to perform certain efigibility-
related funstions, requiations specify which fumctions can be perfonmed by non-Siate
emplovess and which mus! be parformed by State workers.

DRAFT
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Non-State employess staffing outstafion locations can perform "initial processing” which’
includes: (1) taking applications; {2) assisting applicants In completing the application:
{3} providing information and referrals; (4) obtaining required documentation; (5)
assuring that information contalned in the application is wmp]e':e and (6) conducting
any nacessary intervicws, ,

Non.State employees are sspe-::ﬁcal!y preciuded from. (1} mmng the inforrmation
contained in the application and supporting documentation; and (2) making a
detenmingtion of efigibility or ineligibility. Actual evaluations and determinations can be
made at the cutstation location or at a Staie Medicaid agency office, but they must be
made by a State employee auﬁwdzed 1o make eligibility mﬂnhtinn for tha State
Medleaid agency.

Section 104 of the Block Gmﬁt for Tempamry Assistance foz ﬂeedy Families {I‘ANF)
speciically allows States to "administer. and provide services” under titie 1 and 11 of the
welfare reform tegisletion through contracts with charitable, refigious or private
organizations. Therefore, there are no prohibitions to privatization initiafives, such as
TIES, related to morit personnel provigions for the TANF, {
Howover, the merit system’requiremernts remain in effect for the Title IV-E of the 88A
(Foster Cate). Even though no State has proposed to privatize any aspect of its Foster
Care Program, the Admimnistration of Children and Families is examining the
implications of the merit system requirements for Title IV-E, :

WAIVER AUTHORITY TO CONDUCT DEMONSTRATION PROJ&"{}?“S

The Food Stamyp and Soctal Security Acts gmde the ﬁe;:amnts with the authority to
" waive most statutory requirements to allow the States to conduct demonstcation
projects, However, because authority for the Merit System of Personnel Management
was teansferred from the Departments to OPM under the Intorgovernmental Persannel
Act of 1870, USDAwould need {0 obtain concurrence from OPM prior 1o approving any
demonstration project that would waive the Merit System of Personnel Managemert.
However, HHS believes they would not neod OPM's concurance for such a waiver.

INTERGOVERNMENTAL PERSONNEL ACT _
When the Intergovemmental Personnel Act (IPA) was wiitten, it was presumed that
services would be provided directly by State or local employees who were acting in lisu
of Fedoral employess: this was this was the reason for establishing for a Merit System
of Personmel Adminigiration. While the IPA is silent on whether States or !ocall
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governments may contract for services, the law does provide for reximum flexibility
within the roquirements for merit principles in the administration of grant-in-ald
programs by grantees. However, as the roles of govemment and the refationships
between the State and the Federal government continue to evolve, a determination
must be made as to whether new ways of doing business can be carred out under
existing laws, or whether change in those taws is required. While government
caontracling with the private sector for commercial products ard servicss is not new, the
Texas proposal raises the possibiity of contracting with private entities to perform
functions that have histcrfca&y baen the responsibiity of the pmaﬁe gecitor. This
proposal would require 8 waiver by OPM of current statutory and fegulatory provisions
related {o the Merit System of Personnel Admirdstration provigion of the IPA,

: 5 3

The current proposals under review by Federal agencies appear th confiict with the -~ ==

requirements of the IPA. Although OPM has not consulted with their Generel Counsel

for W opinion, OPM is conﬁdemﬁ{at it does not have authorify towaiveany . .. - -
provisions of the statute. In fact, OPM counsels have consistently held that OPM does’

riot have authority to waive its own regulations, unless such waiver is specifically

provided for. The Administration could ekect 16 seek legisiative change.

This leads us back, then, to examining the Texas proposal and shredding s what is
inherently governmental and must thevefore be performad by merit system employees,
and what is commercial and can tharefore be contracted out. The! OPM General
Counsel has relied on OMRB Circular A-76 to define what is and is not an inherently
govemnmenta! function. Inciuded in the definition of governmental functions are "those
activities which require either the exercise of discretion in applying Govemmental
authority or the use of value judgment in making decisions for the Govemment.
-~Governmental funclions nonmally fall info two categories: {1) The Actof
goveming;....{2) Monetary transactions and entiiemments. . R would appear that some
contracting is appropriate but wholesale contracting may vmm the intention of
Congress to ensure that administiation of grant-in-aid programs be conducted by
employees covered by a merit system of personnel administration.

OPTIONS FOR TEXAS TIES !

A Bive t Systen nnet A [giration. This option would allow
the Stata to aimast mny privatzze gs a!zgibnn;v pmess ret:uifmg only that the State
certify the final determination. This approval would require use of the Food Stamp
Pragram and Medicaid programs' statutory demonsiration authority, with the necessary
approval of waivers of the Mert System of Fersonnel Administration by OPM. The
Departments’ walver authority for demonstrations i imtended 1o test Innovations end is
not intended 1o approve long-term operstional altermnatives such as those proposed by
Taxas. .
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Approval of the waiver may result in additionat objestions from employee unions and
advocacy groups but would be supportod by States, the Nationa! Govermnors
Association and private wm‘atwns which have formed 'aﬁzanm with public agencies
to respond o the RFO

oy Yalve istration. This option would requira
ﬁ'm S!aza fo parhnn sfl Medm:d aizgtbihty funchom, int:luding intake, interview,
processing, and final determination and certification. Even though this is the most
restrictive option, it may be the most legally supportable option for'the Medicaid
program basad on statutory and regulatory mquirerents involving proper and efficient
administration of the program. A legal argument oould be made tat the Medicaid J
statute restricts third-party oligibiity acivities o s;:eci?ic sligibility gmups and s?a:aim
and, thus, is nol applicable fo the TIES proposal, e = s e s

. This option also would require the State to continue to be responsible for the Food ~« » ~ »~
Stamp interview and determinations of efigibifity and benefit level, - It is aiso important to
note that during the recent debate on welfare reform legislation, Congressional
Conferees reinstaied the merit system provisions in the Food Stamp Actthat a pwvms
Senale bill had doleted.

A denial of a waiver for the TIES proposal may seviously disrupt the progress the
Fedoral ang State agencies have made on the proposals. The Federal egencis would
receive sarious objections from the State and private corporations. Also, a denisl may
be viewed as inconsistent with the Adrinistration’s support for aliowing the private
sector {6 be more involved In the administration of public Wmnw programs.

define Corification. The Food Stamp statute mquumwnﬁk:anmtubecomm
by meriz aystem amployaes while the Medicaid stafuta allows norn-merit personna!
auistantioned personnel 1o parforn some elements of the application process.  States
warnt to reinterpret the faws so that compliance could be achieved through the
autometed processing of data by computers which are Mmﬁmd under State
agency direction to make eligihility and benefit decisions.,

A middie ground could preserve mors ment system mvolvement in a complex eligibilty
determinagtion process that requires judgment, The Fedoral agencies could o revise
reguiations (Food $tamp Program) or publish an eppropriate Notice in the Federal
Register (Medicaid) to require merit system review of applications and mtarview results
before benefits were determined (a process comperable to the Medicaid outstations or
supervisory reviews currently used by many State agencies in the Food Stamp
Program). However, this option may oot allow the States 1o make privatization
initintives financially worthwhike .
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A 33 aig ¢ Ny ests. The Bepammats support pﬁvaﬂmon
mzbames zha! may res&ﬁ iﬁ 'Zmpmved services and/or administrative costs gavings.,
Howaver, both Departmonts have concerns about statewide initiatives that have not
been proven o be gifective and may seriously affect program access to low-income
households. For instance, TIES is a Statewide inftiative in a State that issues annually
spproximately 10 percent of food stamp benefits issued nationwide. The Department
of Agricutiure further believes it would be imprudent o eliminate the imtenvew fromm ot
empioyees orn & statewide basis without further testing.

A dermonstration imited to a mzz rumber of countlies may be supportable by the
advocacy groups. Private corporations may objoct or lose imerest in smat-scale
demonstration mm it is unclear how the unions and other States would react o
such a compromise, i is estimated that an evaluation of a Food Stamp Program
demonstration would cost abowut $1 million,

BROAD POLICY CONCERNS

. The issue of whether an entity other than the SESA may deliver basic labor exchange
and unemployment ineurance services has been ralsad In the context of Employment
and Training (ETA) sponsored inftiatives to build new State workioree development
systems utilizing One-Stop Caresr Centers. This gysiem building at the local level
involves the delivery of labor exchange services under the Wagner-Peyser Act and may
involve the unemploymient insurance program for payment of bonefits under the Social
Security Act (SSA). Basic labor exchange and unemployment losurance services are
funded through a dedicated employer tax, the Federal Unemployrient Tax Act (FUTA).

Unemployment Insurance - Contracting out of benefit eligibiiity detemmination and tax
functions are unlikely to be permitte] because these functions involve the use of value
judgments in Govemment decision making. However, it may be permissible to contract
aut those data gathering functions that can be broken ouf in an effective, cost-eﬁ'tamt
manner, without detanonation of services to claimants and emplovers,

Employment Services - Contracting ovut beyond support functions may be pemmed for
tha delivery of many basgic labor exz:hange SeIVICES.

~orfidentials
As 3 result of nagoﬁaﬁm between the State of Texas and Department of Agriculture,

the RFQ was revised to include language ensuring that the contractor would adhere 1o
the confidentiality provisions under the Food Stamp Act and that applicants and
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recipients would have the right to fully understand how information would be used in
determining eligibility. The RFO cumrently includes language specifying that the use or
disclosure of information about applicants or clients during the screening and referral
and the eligibility determination and enroliment processes shall be restricted to
purposes directly connected with the administration of assistance programs.
Information supplied for the purpose of determining eligibility may not be made
available to other programs in TIES without the consent of the client. Bidders must
demonstrate how clients will be advised of their right to conﬁdentlallty and how their
concurrence would be obtained. :

While these revisions ensure compliance with the Food Stamp and Social Security
Acts, the Departments continue to have concems that wide-scale privatization and

potential loss of merit system pratections may undesmine the client confidentiality. - -~ - -

Merit Personnel systems have historically established incentives for maintaining the
integrity of public assistance programs. It is uncertain how pnvanmtion would mﬁuence =
the rolationship between case workers and dlems ’

Confli

It should not be assumed that a public employee would be more interested in operating
putllic assistance programs better than a private employee on the basis of hig or her
status as a merit employee. Howaever, private employees hired to carry out the TIES
system may be affected negatively if the contractor does not realiZze a profit. The profit
incentive raises numerous questions regarding the effect such wide-scale privatization
wouid have on employees who are responsible for the determination of eligibility as well
as the effect an overall cliant sesvices. For instance, the TIES RFO proposes to use
client surveys to measure the contractor's performance. Will the interest in maintaining
client satisfaction increase a caseworker's incentive to approve benefits, even if
guestionable information about the applicant's eligibility exists? Would profit incentives
aiter the current incentives out stationed non-merit employees have for their role in the
Medicaid certification process?

Also, a conflict of interest may be created by the increased flexibility provided to the
States through the Personal Responsibility and Work Opportunity Reconciliation Act
(PRWORA) of 1996. While the State of Texas retaing the authority to establish
program policy decisions, the State may come under heavy influence by the contractor
to approve policies that assist the contractor in containing costs, possibty atthe -
expense of client services.

S : R inili

Under the proposed TIES RFO, the State maintains responsibility for developing
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program policy, conducting Qualrty Contrat {Q(Z} reviews and fair hearings. The ‘RES
confractor is responsible for irnp[emenﬁng program poficy. The TIES systemn, therefore,
adds an additional level 1o the cumeht buresceratic structure. The FCS and the State of
Texas have negotisted revisions t the RFQ to clarify Federal/State and
State/Contractor melationships. However, the Departments contitde to have saricus
concerns about the increesed comploxity of the certification pracess under a Statewide
privatization initiative and whether any resulting bartiors to participation would be
crealed ag a result of these split relationships. These relationships may become even
further complicated ¥ the responsibility for the cestification prowss becomes split
betwoen State and contract employees,

i
2

The draft TIES RFO specﬂ"ze# the finandial incentives for good performance and fiscal

penaities for poor perfarmance. One firancial penally to the confractor is the Hiability of
QQC sanctions. The Department and State of Texas have negotiated regarding
additional language that clanfies that the Federal Govemnment will continue to hold the
State liable for the QC sanctions and that the Federsl and State govemments would be
responsibie for negotiating the restlnion of sny Federsl QC liabifity.

‘The Departments have concems that the contractor may have more interest in cost
savings and less irerest In resulting QC Tabiities. Should a contracter expertience g
financial loss due 10 a QC liabillty, the potential for litigation between the State and
contractor would appesr to be great. The Departments also share concemns gbout the
potential of increased Bigation betwaan the Stite and contractor i the ceriification
process becomes & joint responsibifity between Stete and private contract emplovees.
The Departments have concemns about how these petential conflicts would affect the
onguing operations of the Food Stamp and Medicaid Programs throughout the State.

inherently Governmental Decisions

The ceriification process for defermining eligibiiity for Federal benefits is a discretionary
action . Thus, it is important t0 review any transfer of the certification process to the
private sector under OMB guidance. OMB Circular A-76 provides guidance to Federal
agencies in detenmining aclivities that may be contracted to the private sector.
Activities that are "inherently govemmental funclions™ may not be contracted to the
privaie secior.  The OMB Circular specifies that an inherently governmental function is,
"sa intimately rolated to the public interest as to mandate performance by Government
omployees. These functions include those activities that require either the exercise of
discretion in applying Goverament autherity or the making of the value judgment in
meking dedision for the Govemment”.’
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While OMB Circular A.76 may not be binding on State agencies, the concept of
functions that are inherently govemmental is bagic fo the review of the TIES. The Stale

- of Texas indicates that #t is prohibited by State faw from entering into private contiacts
for discretionary actvities. *
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