
June 9, 1995 

MEMORANDUM FOR TIlE CHIEF OF STAFF 

c.<Q. ~ JPr 
FROM: Carol Rasco, Alice Rivlin, Donna Shalala, Laura Tyson 

SUBJECT: Welfare Refonn •• Key Strategic Questions for the Senate 

Summary 

Senate Finance approved a welfare reform bill two weeks ago and we expect to see it on the 
Senate floor within the next week. The Senate debate may be the last opportunity to make' 
major changes before it comes to the President. 

This memo describes the Finance bill and major concerns that we all agree need to be . 
addressed. The purpose of our Monday meeting is to talk Ibraugh strategy questions. AU 
minimum. we believe it is essential that we heighten the President's profile on key issues 00 

welfare over tbe n~t couple of weelss. We should meet wilb Ibe President to decide how 
best to influence the Senate debate. . 

Finance C;)mmiltee Bill 

Like the House bill, the Finance bill would make dramatic cuts in many areas, impose 
infeasible work requirements, and end requirements that states match federal spending. The 
cuts themselves are very serious. Worse yet, a system of rued block grants with no state 
mateh and few adjustments for econontic and demographic change, coupled with a set of 
unworkable work standards and much less money for training and child care, is likely to set 
off a largely irreversible "race to the bottom,' as states mOve to provide less and less for 
poor families. 

Specifically, the Finance bill would: 

o 	 End the AFDC individual entitlement and combine the current AFDC, Emergency 
Assistance, JOBS, and mandatory child care programs into a single, frozen block 
grant, with totaJ funding set at FY 1994 levels. 

o 	 Require no state matclting or maintenance of effort. 

o 	 Mandate tough work requirements while providing less money for work and child 
care. 

o 	 Make deep cuts in benefits to legal imntigrants and SSI benefits. 

I 



On the positive side, the Finance bill is an improvement from the House version because it 
doesn't include all the conservative,"strings" unconditionally restricting benefits to teen 
moms and certain others. The child support enforcement reforms are similar to those the 
Administration propose<!. Child protective services are untouche<! and 551 childhood 
disability reforms are less draconian than in the House bill. 

The Finance biU cuts funding nearJy as deepty as the serious reductions in the House~passed 
bill. COO', preliminary estimate is that the Finance proposal save, $26 billion over five 
years (and $42 billion over seven). The House bin's savings were more than double these 
amounts, but include food program cuts which have not yet been addressed by the Senate. 
The Senate', cuts of SSI to legal immigrants are deeper, but other cuts smaller. (A more 
complete summary of the Finance bill i, attache<!.) This level of cu~ could do real damage 
and it is unlikely that states will mount effective welfarewto-work programs at this diminished 
level of resources. 

In other Senate developments, the Agriculture Committee is expected to mark up legislation 
covering the food programs next week for possible inclusion in the Finance bill when it goes 
to the Floor. OUr efforts appear to be successful in stopping both the Food Stamp and 
nutrition block grants -- although .-state option to block grant. Food Stamps may be include<!. 
The Agriculture Committee will still need to find very sizable savings from the programs to 
.chieve its targets. The Labor and Human Resources Committee approve<! reauthorization of 
the discretionary Child Care and Development Block Granl, with relatively little change from 
the current authorization; this may also be adde<! on the Floor as an amendment to the 
welfare bill. In addition to the provisions concerning immigrants in the Finance bill, this 
week Senator Simpson's Judiciary subcommittee began mark up of immigration legislation 
which affects benefits to immigrants. Again, this may be adde<! on the Floor, 

DemocroJ/c AIt.JTUlliVts 

Democrats offered alternatives at the Finance Committee markup, all of which were 
defeated, It', not clear yet if they will be united for floor action, though efforts are being 
made. Senator Moynihan introduce<! a bill that would continue AFDC as an individual 
entitlement, expand work and training requirements, and increase funding ror JOBS, It has 
an estimated !<Illi (which is offset) of approximately $8 billion over five years. Senators 
Conrad and Moseley-Braun have develope<! serious alternatives as well. 

In addition, a Democratic leadership group (Daschle, Breaux, and Mikulski) announeed its 
alternative bill yesterday. They hope to unite nearly all Democrats in support of the 
alternative. Their plan would repeal AFDC and replace it with a "conditional entitlement" 
based on work, with substantial funding (which is offset) for work and child care, and with 
two-years-and-work and five·years-and-out provision, (with certain hardship exemptions). 
The JOBS program would be replaced .by a work block grant. Work participation rates 
would rise significantly by 2000, and states would receive bonus payments for reaching 
certain employment and duration-of-employment levels. 
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Democratic alternatives have little chance of passage. Indeed, it doesn't appear the 
Democratic alternatives will stop several Democratic Senators from supporting the Finance 
bill. Already, Senator BautUS voted for the bill in Committee. 

Issues 

There 	are four crucial concerns with the Senate bill: 

I. 	 Maintenance of Effort - The Finance bi1l~ like the House-passed legislation, does not 
require states to continue contributing their own funds to AFDC's successor block 
grant program. There is not even a requirement that they maintain their current level 
of effort. States can withdraw their own funds, cut benefits, purge large numbers of 
current recipients from the rolls, and avoid the investments needed to help people 
become self-sufficient. Under the current system, if poorer states such as Mississippi 
or Arkansas reduce spending by $1 they lose another $4 in federal funds. Even the 
wealthier states lose at least $1 for every $1 they cut. With the current block grant 
proposals, if a state cuts spending it loses no federal funds. And if one state starts 
imposing dramatic benefit cuts or short absolute time limits~ neighboring states wiU 
naturally fear welfare migration and feel pressure to cut their own programs. 
Conversely, investments in one state designed to help recipients move permanently 
from welfare to work, such as training or child care, may seem particularly likely to 
attract recipients from elsewhere, We need to insist on a state match or maintenance 
Qf.,cuaent effort reguirement to fight against the .. race to the bottom If incentives in the 
Republican bills. An alternative would be inclusion of a mechanism in the bill that 
cuts federal payments if a state reduce, its own spending below 1994 levels. 

2. 	 CouD~r·Cydca1 Adiustment - The Finance bill, again like the HOuse·passed bill, 
freezes the level of the new block grant in future years. Should the country go into a 
recession -- or should some region suffer economic distress ~~ it offers little in the 
way of added assistance to meet increased need. The Finance bill creates a very 
modest one·time $1.7 billion "rainy day" revolving Joan fund to help states during 
recessions but it requires that any funds distributed be repayable with interest. This is 
inadequate. There is no guarantee that a state's economy will have improved by the 
time it must repay its loan from the fund or that it will be able to borrow the amount 
required to maintain current benefits. We should insist on some adiustments for 
inCreasing a state's allocation based on an increase in the_number of poor children or 
a rise in unemployment or PQllulatillo. (Senators from states with growing 
populations, generally in the Sunbelt, are already asking for the bill to be amended to 
provide better protection for their allocations iii the outyeors.) 

3. 	 Resources and Incentives for Wort .. The Finance bill expects states to meet 
ambitious W<lrk targets with considerably less money. By the year 2000, almost 2 
million poople would have to be working or training. unless states cut people off and 
reduce caseloads. COO bas estimated that only 6 State. could meet these 
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r«julrements, because it would cost $10 billion a year by the year 2000 for every 
state to comply. (Chairman Packwood seemed surprised by CBO's ropon and may. 
be willing to make some adjustments to the bill before taking it to the Floor.) If 
states were to choose to spend enough to meet the work requirements, a relatively 
small portion would be left to provide basic assistance to poor families and children. 
On the other hand, if states choose to emphasize providing benefits, they may simply 
accept the 5 percent block grant penalty for not meeting the work fe<juirements and 
reduce their expenditures on work and training. By putting the money for benefits 
and services into one pot. both the Senate and the House bills would force states to 
make a decision about providing one at the expense of the other. It makes no sense 
to be asking millions more mothers to go to work while providing dramatically less 
child care than current law. Nearly two-thirds of welfare mothers have children 
under 6; 42% have children aged 2 years or. less. We sb91lki insist on more suQllOIl 
illLwork. IIlIining and child care and on sgIitting the block grant in two so tbat 
benefit funding is ",galate from funding fl:![ work and child care ..We shoUld reward 
states with oedormaOce boouses for puuine more people 10 work. instead of &iying 
states incentives to cut people off, ' 

4. 	 Basic Protections for Children ¥~ To protect children, we should avoid conservative 
mandates like a mandatory <"t-eff of unmarried mothers under 18 and their children 
and mandatory family caps, but the bill must also include proviSions that will mitigate 
Ihe race 10 the bottom. We should seek some exemptions from time limits for 
children whose parenlS are unable to work or find work. We should try to reduce the 
level of cuts in programs for children. HHS also believes thaI we should '«juire 
stales to serve all children that meet whatever need and eligibililY rules the state 
adopts, As noted above, the Senate bill cuts almost as deeply as the House-passed 
bill. The AFDCiJOBS cuts preclude the establishment of effective welfare-Io·work 
programs, The immigrant cuts are immense and the 55! cuts for disabled children 
and the nutrition cuts go too far. We should insist on basic Drmechgns for children, 
We need to try to mitigate the level of CUIS in the Senate bill. Without these changes 
the combination of dramatic federal cuts in many areas, the unworkable work 
r«juirements, and the lack of maintenance of effon provisions open the possibility of 
even larger cuts at the Stale level and a very harmful race to the bottom. And as 
budget caps get tighter and tighter, the pressure to cut Federal spending further on the 
block grants is likely to increase. 

Purpose of Meeting 

Yle recommend we arrange a meeting as soon as possible with appropriate senior 
Administrntion officials 10 discuss how best to acnieve these changes in the Senate. 
Importanl questions: 
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o . Do we explicitly threaten to veto the bill oyer anY Qr all of these issues? 

A veto threat can send a clear message of what the Administration stands for -- and will not 
stand for - in welfare policy. In the area of Food Stamps, the threat of a veto may have 
played an important role in blunting the mom.entum behind converting the program into a 
block grant. 

On the other hand, Republicans on the Hill may well prefer to see the President veto a 
welfare reform bill and would like a road map about how to ensure one. Specific veto 
threats might make it less likely the legislation improves, and we could also receive criticism 
from more friendly sources should we choose to draw the veto line in a place different from 
where they would like. 

If the decision is that a veto threat would be a useful tactic, we would still need to discuss 
the specifics of which provisions are named as unacceptable and what changes could be made 
to them 10 render them acceptable. 

o Yibat should the President and the Administration do to influence the Senate debate? 
. 

Once the velO threat question is resolved, we still need 10 discuss how best to influence the 
Senate debate. What profile should the President and the Administration strike in that 
debate? What should we say about the Sen.te bill once it is passed? 



Senate Finance Welfare Bill -- Summary 

AFDC and Worlc-RelaJed Programs 

Combined Block Gra1l1-The bill approved by the Finance Committee combines AFDC, 
Emergency Assistance, JOBS, and three mandatory child care programs into a single, level· 
funded block grant of $16.8 billion (which represents the FY 1994 funding level for these 
programs), There is no annual inflation adjustment to the new "'Temporary Family 
Assistance Grant, .. and the reduction over seven years for these programs is approximately 
$11 billion (CBO estimate). The Senate version lumped more programs into their 
Temporary Family Assistance Grant (AFDC, Emergency Assistance, JOBS and Child Care), 

, while the House bill consolidated Child Care programs under a separate block grant. ' 

Fewer Mandales--The Senate bill has fewer strings on State spending. Requirements that 
minor mothers live at home, the prohibition of benefits to children born on welfare, and 
restrictions on assistance to parents who fail to establish paternity are all dropped. Also, 
States can choose whether to pay cash assistance to non~citilen families who lack sponsors. 

Worlc Programs 

PartiripOIio. Rotes--By FY 2001, the Senate Finance bill requires half of single parenlno 
participate in work/training activities, which the House bill does by FY 2003. The Senate 
bill, however, lets Slates exempt certain categories of belieficiaries (up to about 60% of the 
adult caseload) up through FY 1998, by allowing them to extend current law exemption 
categories. After FY 1998, no exemptions will be allowed and StateS face a very large 
increase in required participation. States not meeting the new rates may have their grant 
reduced by 5 % the next fiscal year. The Senate bill requires that States guarantee child care 
for redpients who need care for children under age 6 to participate in JOBS activities but 
ends this guarantee for children 6 and over. 

CBO analysis raised a major issue during the Senate Finance committee mark·up. COO 
estimated States would need a total of $10 billion by FY 2000 (a full 60% of the block grant) 
to meet the set work targets, leaving far fewer funds to pay benefits. Further, CBO 
estimated that only 6 States would be able to meet the new requirements and that the 
remainder instead would opt for the 5% grant reduction penalty. Chairman Packwood was 
concerned by: this tindine, and feared the Administration would criticize the leeislation as 
sening unrealistic work oarticipation goals. He pledged to work with Senator Conrad to 
address CBO's findings, so it is possible that. Senate floor amendment somehow will alter 
the work portion of the block grant. 

Chilil Protective Programs 

The Senate Finance-passed bill leaves chlld protective programs unchanged. (The House bill 
combined, capped and cut Foster Care, Adoption Assistance and other mandatory child 
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protective services by $2 billion over five. years.) 

Immigrant Assistance 

The Senate Finance bill has three major immigrant provisions: (al denial of SSl benefits for 
most immigrants; (b)-deeming of sponsor's income for certain programs, notably Medicaid; 
(c) authority for states to deny immigrants cash assistance. While Senate Finance 

immigration provisions apply to fewer programs, cuts are harsher than comparable House 

action, which had comparatively more exemption, for 5S1 and Medicaid. 

SSl Reslrictions..The bill end, SSI benefits for most immigrants, except for: refugees and 
asylees (for five years); immigrants who have worked long enough to qualify for Social 
Security benefits; veterans and their spouses and children. The provision takes effect upon 

. enactment fot new applicants and on January I, 1997 for those currently on the rolls. The 
somewhat less stringent House SSI provisions exempted more immigrants: those over 75; 
lawfully admitted permanent residents who cannot natutaliz. due to disability; refugees and 
veterans. CBO estimates the Senate 5SI immigration provision would save about $11 billion 
ovet five years and about $17 billion over seven years. About 550,000 immigrants would be 
made ineligible for SSI benefits in the year 2000. 

Medicaid Restrictions--The Senate Finance bill deems sponsot's income for programs 
authorized by the Social Security Act for five years or the length of a sponsor's affidavit of 
supportt whichever is longer. The provision includes Medicaid, which currently lacks a 
deenting requirement. It is unclear how many immigrants would be affected and Medicaid 
savings estimates are not yet avaiJable. 

Suppl.menlill Security incom. for Children 

Cash Be"<!ils--Under the Senate Finance Committee bill, benefits continue to be in the form 
of cash. (By contrast, the House bill limits cash benefits to those currently on the rolls and 
20-50% of the most severely disabled applicants. Services funded by block grants to Ststes 
replace 75% of the value of the former cash benefits.) Retaining only cash benefits is a 
stance the Administration can support. 

Eligibiliry <I< Program Integriry--The Senate Finance bill establishes a new more stringent 
definition of childhood disability that effectively reverses the Supreme Court's 1990 z"bley 
decision by raising the level of severity of impairment(s) needed to qualify for SS!. The bill 
also requires periodic eligibility re-determinations to ensure that SS! is not erroneously paid 
to ineligible individuals. (The House bill has more severe eligibility restrictions.) 

COSI Eslimales--SS! children', provisions save about $7 billion over five years and about $11 
billion over seven years, including the .Medicaid and Food StAmp interactions. About 
250,000 currently eligible children would be denied SSI in the year 2000. 

7 



Suppl.m.1Ilal Security Income for Drug Addicts and Alcoholics 

The Senate Finance Committee's bill, like the House bill, ends 551 eligibility for individuals 
whose drug addiction or alcoholism is a "contributing factor" to their disability. Under the 
Senate version} benefits would continue more than a year longer but the Senate bill does not 
reinvest part of the savings into drug treatment and research. Savings are about $2 billion 
over five years and about $3 bUlion over 7 years (CBO), which are very similar to House 
savings. 

Child Support Ef!/orcem.nl 

The Finance bill adopts most of the Administration child support enforcement proposals, as 
does the House-passed bill. 
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MEMORANDUM 


TO: Carol Rasco and Laur~~YSOn 

FROM: Ken Apfel ~(;...-t«f 
RE: . Welfare Reform 

Director Rivlin asked me to share the attached draft memo with you in advance of the 
meeting of the three of you scheduled for 2:30 on Monday. 
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June 2. 1995 

MEMORANDUM FOR mE CHIEF OF STAFF 

FROM: Carol Rasco, Alice Rivlin. Laura Tyson 

SUBJECT: Welfare Reform - Time to Decide 

-Senate Finance approved a. welfare reform bill last 'W'&ek and we expect to see it on the Senate: 
floor the week of June 12th unless delayed by fights over allocation fonnul... The bill is 
similar to the one the HollS<' passed, although marginally better, aod if the Administration ­
and the President - are going to influence the outcome we need to do it in the coming week 
or 50. If the &mate endo ..... !he key elements of !he Finan .. biU there will be little 
opportunity to significantly clumgo it before it comes to the President. 

This memo deserlbes the Finance bill and four big problems we think need to b.. addressed 
W. believe that senior officials should talk Ihrough the issues and strategy qutIllIions in the 
very near futuIe. We've gat to ammgc a meeting with the President within the next few days 
to decide whether we should draw lines in the sand. 

. . . . . . 
FinDn"" CommiLtci,BUl' ." 

Closely akin to the House-passed legislation. the Finance bill wauld make dramatic cuts in 
many areas, impose unwarkable work requirements, and end requirements thai. States match 
Federal spending. If enaeteg. this Jegislation 'WOUld represent the most serious Qlt5 in 
erograms desi211ed to supnou famiJjes 2nd children in our Nation's hjS1QIY. i\nd given the 
fact th.t Federal dollars are capped, it ,,"'Ould only b. the beginning _. things will 8et much 
worse in our next do\Vlltum. 

Specifically. the Finane bill would: 

Q 	 Combine the current AFDC, Emergency Ami........ JOBS, and mandatory child care 
programs into a singl ... frozen block grant. wilh IOtai funding set at FY 1994 levels. 

o 	 Require no State matching or maintenance of effort. 

o 	 Limit benefits to five years 0= at State option), with States allowed to exempt 10% 
of the caseload. 

o 	 Mandat. tough -- and given the amount of fundine.. unrealistic -- work requirements. 

o 	 Make deep cuts in beaefi", to legal immigrarus and S5I benefits. 



On the positive side, the Financo bill i. an improvement from the House version bec.use it 
doesn~ include all the conservative "s1rin,," unconditionally restricting benefits to teen moms 
3lld certain others. The child support enforcement reforms are similar to those the 
Adminimation proposed. And. in other improvements over the House bill, child protective 
services are untouched and SSl ebildhood disability reforms are loss dreeonian. 

Th. Finance bill cuts funding n ....ly as doeply .. the serious ,eductions in the House--passed 
bill. CBO', prelimin!U)' estimate is that the Finance proposal· saves S26 billion over five 
years (and $42 biUion over seven). The House bill', savings were more than double these 
amounts, but in<lude food program cuts which have not yet been .ddrassed by the Senat •. 
Tho Senate'. SSl ruts to legal immigrants are deeper, but other cuts smaller. (A more 
complete summ!U)' of the Finance bill is a1t<1cbed.) This level of cUts cowd do real damage 
and it is unlikely that States will moun. effective welf.,.,...o·work programs at this level of 
resources. 

In other Senate committee action, the AgricWture Committee is scheduled to mark up 
legislation covering the food programs on June 7th for possible inelllSion in the Finance bill. 
when it go"" to the Floor. Our efforts oppear to be S\lCCessful in stopping both the Food 
Stamp and nutrition block grants - although a SblIe option to block grant Food Statnps may 
be included Th. Agriculture Comminee win still need to fmd very oizable savings from the 
programs to achieve its targCl$. The Llbor and Human Resources Comminee approved 
reauthorization of the discretion!U)' Child Care and Development Block Grant, will! relatively 
linlo change from the current authorization; this may also be added On the Floor as an 
amendment to the welf .... bill. In addition to ection on assistance to immigrants by Senate 
Fmance. legislation with implications for benefits to immigrants may b. forthcoming from 
Senator Simpson's ]udiei!U)' subcommittee; this may alsn bo added on the Floor. 

Democrats offered oltemativos at rhe Finan"" Committee markup, aU of which were def....d 
It's not clear yet if they will be united for floor action, theugh efforts are hoing made, 
Senator Moynihan innoduced • bill Illat makes a SIlItement rather than .erving as the possible 
basis for negotiations with Republicans; Moynihan would clearly prefer rhe President vem 
whatever legislation the Congress prodoces. Moynihan'. bill would continue AIDC as an 
individual entitlement, expand work and training requirements, and in...... funding for 
JOBS. It bas lIIl estimated li!IS (which is offset} of approximately SS billion over five y..... 

A Democratic leadership group (Daschle, Breaux, and Mikulski) has announced plans to offer 
an a11.mative on the Senate Floor. Thay have not formally submitted legislation, but 
preliminary indications are that their plan would continue the AFDC entitlement but with two­
years,..and-work and five-years-and-out provisions (,with certain hardship exemptions), Ino 
JOBS program would be replaced by a block gran.. Work participatiou ""OS would rise 
sisnifieantly by 2000, and States would receive bonus payments for reaching cenain 
employment and duratiQD--()f-employm~t levels. Dem<X:f8tie alternatives have DO chance of 
passage. Ind.ed. it doesn't appear the Democratic a1tematives will stop several Democratic 
Senators from supporting Ille Finance bill. Already, Senator Baw::us voted for the bill in 
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Committee. 

The central question in the debate this year has been whether to retain the entitlement to 
AFDC bon.cus, It app.... this question bas been settled on lh. Hill - the entitlement is 
gone, 	 There' are certain protections that tIut entitlement provides that are lost under the 
capped, frozen bloclc grant approach in the Finanee bill. For one, the current prolll'8m i. 
based upon a FederallStar. funding structure, v.iUch requires states to pay. portio. of 
benefits 10 1he impoverished. For ,",other. the entitlement allows the prolll'am to expand .. 
necessary to meet the increased need during times of economic difficulty, If we are going to 
f&!nsider ending the individual entitlement w must addrm these twO cornerstone issues. 
Specifically: 

o 	 !illite M!!lcil &Qyirem""ts - The Finan"" bill, lik.1he Hous ... passed legislation, does 
not lequire States: to continue contributing their own funds to AFDCs successor block 
grant program. There is not even a requirement that they maintain their current Jevel 
of effort. States can withdraw their own funds.. purge large numbers of current 
~pien1S from lhe rolls or cut benefits and avoid the investments needed to help 
poopl. become self·sufficient Jjjeally. we should retain !he oxistjng state mmch 
B;QUiremmrt to maintain incentives CO!; States to provide SUPPOrt At a minimum. we 
need to insist on a maintenance of current effort requirement to fight against the "race 
to the bottom" incentives in the RepubHcan bills. An alternative would be inclusion of 
a mecilarusm in lb. bill that cuts Federal payments if a Stare reduces its own spending 
below 1994 levels. 

o 	 CQl!lI~clical Adiustment - The Finmce bill. again like tho House-passed bill, 
freezes the level of tho new block grant in futuro y ....., Should the counay go into • 
recession ~- or MOuld. some region suffer economic disuess - it offers little in the way 
of added as&stan"" to meet increased need. The Fin ..ce bill creates a very modest 
ono-time SI.7 billion "rainy day" revolving loan fund 10 help S_ during recessions 
but it requires Ibat any funds distributed be repayable with interest, This is 
inadequate. There is no gtWllD.tee that a State's economy will have: Improved by the 
time it must repay its Joan from the fund or that it will bo able to borrow the amount 
required to maintain current benefits. The bilI should provide some adjustment for 
increasing a. State's allocation based :gpo" an increase in the number of poor children 
or on unemployrrumt or demQ1W\Qhis: f~ (SenatOrs from StaleS with growing 
populations. generally in tho Sunbel~ are already asking for the bill to he amended to 

provide better protection for their allocations in the outyears.) 

Once th.... two issues are addressed, there are twO additional issues with the Finm"" bill that 
also need to be addressed: 

o 	 Size of ClItt •• A5 noted above, the Finance bill cuts almost .. deeply as the Ho ..... 
passed bill. In recent discussions with lbe President, we have talk~ about savings 
from these pTOIlf8mS at I... than half tho level of the Republican bills as being 
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aC""I'tlIbJe. The AFDCfJOBS CUI5 preclude '!he _Jisbmen, of effective welfar.,...,.. 
work programs. The immigrant ,Ut$ are simply immense and the nutrition cuts go too 
far as well. The <U!S in the Swto biD are !OQ much to lake out of IlOvertv prog!1!!lJ~ 
and we need to tty to mitigate: them. 

o Workable Work ReguiremenlS w_ The Finane", bill has: serious work requirements.. 
Meeting them would be quite difficult even with considerably more resources. By the 
year 2000, almost 2 minion people would have 10 be working or training, unless Stat .. 
cut people off and reduce caseloads.. But there are less resources than under CUffent 

law. CBO, in fact. ostimaiad that to meet the requirements would take up such • 
substantial portion of tho blook grant funds that only 6 Sta1eS could m2ll"80 it 
(ChlIirman Packwood _ad surprised by CBO's report and may be willing to make 
some adjustments to the bill before taking it to the Floor.) W. shQUld insjl!! on more 
SUPPOrt fot training and on splitting the blgck mnt in two so that benefit funding is 
BPara!e from services funding· 

Without these changes. there is • very high likelihood that this bill will increase povertY .and 
harm children, The eombinariQn Qi dramatic federal cuts ill many areas, the unworkable \ol.'()rk 
requirements, and the end of maich rules open the possibility of even larger cuts at the State 
level and .. very hmnful raee to the bottom. And as budge' caps get tighter and .tighter, lh. 
pressure to cut Federal spending 0.. the block grants funher is likely to incr..... 

There are other issues with the Senate bilI but we: believe they are not as important to fix.. 
Th. four above are what we need to focus on. HHS may suggest $OIl1e other issues such as 
in5isting on protec:tions for children in families effected by the time limits or increasing the 
petcentaae of the """'load Stales can exempt from the time limits. TheY may also suggest 
mandating a State provide equal treatment to children on a. statewide basis or even ~ 
allemotive funding structuIe that is based on a capped per..,., amount. We need III hear out 
the HHS conccms· 

. , 
We Te<;ommend we anange a meeting for as early this week as we can with appropriate 
senior Administtotion officials to wk through these i...... and develop a strategy. Impomml 
questions: 

o Is there agreement !hat the foW' issues we list are rl:te most important? 

<> What specific changes would we advocate to the Senate bill? 

o Wha!'s the best method for ....king them? 

o . Do we explicitly threaten to veto 11>. bill over any or all of 11>em1 

o How do we best integrate our strategy with the Senate Democrats? 



Combi""d Block Gn:ml--The bill approved by the Finaru:. Committee combin .. AFDC. 
Elnergency Assistanc •• JOBS, and three mandatory ohild care programs into a single. level­
funded oloek grant of $16.8 billion (which represents >he FY 1994 funding level for these 
pr"if'llll$). There is no annual inflation lIl\iustmel1t to the new "Temporary Family 
Assistance Grant," and the reduction over seven years ror these programs i. approximately 
511 billion (ClIO estimate). The Sen... version lumped more programs into their Temporary 
Family Assistmce Grant (AFDC, Emergency Assistance. JOBS and Child Care). while the 
Ho.... bill consolidated Child Care programs under a separate bloek granL 

Fe.wer Mtmdates..~A positive aspect of the Senate bill is that it has fewer strings on State 
spending. 'Requirt:me:nu that minor mothers live at home. the prohibition of benefits to 
ohildren born on welfare. and restrictions on assistance to parents who fail to establish 
paternity are all dropped. Also, States can choose whether to pay cash assistance to non­
citizen fammes who lack sponsors. 

Work Prognum 

Pamcipatlon Raus-By FY 2001. the Sen"", Finance bi11requires half of single parents to 
participate in work/training activities, which the House bill doe. by FY 2003. Th. Senate 
bill. however. lets States exempt censin categories of beneficiaries (up to about 60% of the 
adult caseload) up through FY 199&. by allowini them to extend current law exemption 
oategori... Alter FY 1993. no exemptions will b. allowed and Stat .. face a very large 
increase in required participmoQ, States not meeting the new· rat¢$: may have their grant 
red~..d by s% the ..xt fiscal year. The Seuare bill requires that States guaran .... child __ 
for recipients who need care for children under age 6 to participate in JOBS uctiviti.. but 
ends this guarantee for children 6 and over. 

CRO analysis TlIised a major issue during the Senate Finance committee mark-up. ClIO 
estimated Slates would need a to!:il of $10 billion by FY 2000 (a full 60% of the bloek grant) 
to meet the set work targets, leaving far rewer funds to pay benefits. Further, CBO _arad 
that only 6 States would be able to meet the new requirements and that the remainder instead 
would opt for the S% grant reduction penally. Chairrmm :P""kwwd was concerned hY Ibis 
findingdyul fured the Administration Muld criticize the leWarion as setting unrealistic 
wpi\; ruuticiRllti01l iQW~. He pledged to work wiob Senator Conrad to address CRO's 
findings, so it i. possible that a Senate floor amendment somehow will alter the ,."Ii< portion 
of lb. bloek granL 

Taking a stance Ibm the Administration can support. the Senate Firulnoe-p....d biD leave.. 
child protecti .... programs unchanged. (The House bill combined, capped and cut Foster Care. 
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Adoption Assistance and other mandalOIy child protective services by $2 billion over five 
y......) 

The Senate Finan ... bill h .. 1hr.. major immipant provisions: (a) d.rual of SSI bonefits for 
most immignnts; (b) dHming of sponsor's income for eenain programs, notably Medi..ud; (0) 
authority for states to deny immigrants cash assistan", While Senate Fi:nance immigration 
provisions apply to fewer programs, outs are harsher than comparable House action. which 
had comparatively more exempli.,... for SSl and Medi..ud. 

SSl R<striction.-The bill ends SSI bonefits for moSt immigrants, ""cept for: refug... and 
asyl... (for five years); immipanlS who have workad long enough to qualifY for Social 
Security beDc6lS; ve_ and their spouses and children. Tho provision tak.. effect uP<'" 
enactment for new applicants and on January I, 1997 for those currently on the rolls. The 
somewhat less stringent House SSI pI()'l.isions exempted more immigrants; those over 75; 
lawfully ~tted permanent residents who cannot natura1iz.e due m disability; refug..,. and 
veterans. CBO estimates the Sen .... SSI immigration provision would saVe about $11 billion 
over five ye.trs: and about $17 billion over seven years. About 550,000 immigrants would be 
made ineligible for SSI benefits in the y.... 2000. 

Medicaid Re&lrictions-The Se:nate Finance bill deems sponsor's income for programs 
authoriz.ed by the Social Security Act for live years or the length of a sponsor's affidavit of 
support, whiehever is longer. The provision includes Medi..ud. which currenlly lacl<s a 
deeming requirement It i. unclear bow many immigrants would be affected and Medi..ud 
savings estimates are not yet available. 

Cash Bene flU-Under the Senale Finance Committee bill, bonelits eon!inue to be in the form 
of oash. (By contrnst. the House bill limits cash beneflts to those currently on Ibe rolls and 
20-SO% of Ibe most severely disabled applicants. Se<Vi= funded by block grants m Stales 
replace 75% of the valW! of the former cash beneflu.) Retaining only cash bon.lits is a 
stance the Administration e.a.n support. 

Eligibility" Program Integrity-The Senate Finance bUt establishes a new more stringent 
definition of childhood disability that offectively ,eversos the Supreme CO",,', 1990 Zebley 
decision by raisinS the 1"".1 of severity of impainnent(s) ,;..dad to qualifY for SSt The bill 
also requires p¢riodic eligibility ro-determinerions to ensure that SSI i. not erroneoualy paid to 
ineligible individoals. (The House bill has mo," seve'" eligibility restrictions.) 

Cost £Stimate$M~SSI children's provisions save about $7 billion over five years and about $11 
billion over _ years, includins the Medicaid and Food Stamp interactions. About 250,000 . 
cUlTently eligible children would be denied SSl in the year 2000. 

The Administration could support tightened eligibility standards, but those in the Fin""ce 

http:Medi..ud
http:authoriz.ed
http:Medi..ud
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Committee bill .... too stringenL W. should take • posilion somewhere between Senalor 
Moynihan's bill (which i. as strict as th. Fi""""" Committee) and Senator Conrad's bill 
(which has limited'reductions in th. roUs). 

Tho Senate Finance Committe.'s bill, like the Ho... bill, ends SSI eligibility for individuals 
whose drug eddiction or alcoholism i•• 'contributing factor" In 111eir disability. Under 111. 
Son.,. version, benefits would continue more than a year longer but' tb. Sonale bill do .. not 
reinvest part of tb. savings inlo drug lTea1men! and research. Savings are about S2 billion 
over five yoars and about $3 billion over 7 years (CBO), which are very similar to House 
savmgs. 

ChIl4 SRppmt EnfON:l!JfUlN 

Th. Finance biU adopt:! many Administration child support enforcement proposal .. as does tho 
House·passed bill. While there are some minor changes we'd like to make, this is generully 
an area where we have achieved " ~'al deal. 
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June 6, 1995 

MEMORANDUM FOR THE CHIEF OF STAFF 

fROM: Rasco. Alice Rivlin, Laura Tyson, Donna 

SUBJECT: Welfate'Reform ~~ Time to Decide 

Summary 
,.:t{...... ;k ~,f.fwu 

Senate Financ~pproved a welfare refor ill two weeks ago and we expect to see it on the 
Senate floor~ weeks is over allocatioA> furmulas, The-­
hill is similar to the one the House passed, although margiAall)' beH&f, aRc! jf..,me. 

A4ministratioR and the P-:esicicnt .. are soi":; to influence the outcome we !leed fa do it ill ... 
iRe eomtns IvW or so tf the Sena.te enoorses jhe key elemeots...nL tbc Financtl bill than wm­
-be little GpP0rtY:Ait,. *' signif1e8:Mtiy chang(~be·fore it comes (0 the President. 

This memo describes the Finance bill and major concerns that we all agree need to be 
addressed. We believe that senior officials shouh;Ualk th!Q!Jgb the strategy £luestrnns on hQ~ 
!Q~chieve 0YI goals in the verY near future, We should also arrange a meeting with the 
President within the next few days to decide wkether Md ~ow we shotdd take start on the 
elements of the emsfgiRg legis.lalien, L- \..c.,\- ~ t:.R.u~-\L. Se-...\.l- k\' . 

Finance Commillee /Jill 
L,I". .;L 1l,~Y- \":\\, 

Clesely akin to the Hoa~e:~passed leglshuioA, the Finance bill would make dramatic cuts in 
many areas, impose infeasible work requirements, and end requirements that states match tJ<I'~ tu.o> 
fedcrru spending, \Ve fl';;al Ihm attH 31:ieh ft!JJhis eould lead 16 the me9i 6ramatie eismantling- .&',;.j(~. 
~m!~flTS'1M: £!Wdr~ iR eHr nation':! lIisl9111. The cUlS themselves ale very serious:-­
\vUl;;;rn;:;~k9~eAsystem of fixed block grants with no state match and few 
adjustments for -economic and demographic change, coupled with a set of unworkable work 
standards and much less money for training and child care, is likely to set off a largely 
irreversible "race to the bottom", as states move to provid~ less and less for poor families. -In­
{;slifoFftia, Ceflfteetteui, M'l6 MR9'SRehusetts the fRee hft3 fllfCOOY l1eguR. .:-- No-~'II 

~"",}>-
~"",.,:)~.Specifically, the Finance bill would: 

o 	 End the AFDC individual entitiement and combine the current AFDC, Emergency 
Assistance, JOBS, and mandatory child care programs into a single. frozen block 
grant. with total funding set at FY 1994 levels. 

o 	 Require no state matching or maintenance of effort. 



0/ l1-imi~efits 
(j ~asetea. 

o 	 Mandate tough ~aA~i¥e" tfie smoilt of ftmding, uRrealistie work requirementsJ". wL~(..
1''-''''''7 ~«........, .--i?.J J,., v.r... 

h 

. 

o Make deep cuts in benefits to legal immigrants and SSt benefitsc 

On the positive side, the Finance bill is an improvement from the House version because it 
doesn't include all the conservative "strings" ulicond(tionaUy restricting benefits to teen moms 
and certain others, The child support enforcement reforms are similar to those the 
Administration proposed. Child protective services are untouched and ssr Ghildhood 
disability reforms are less draconian than in the House bill. 

The finance bill cuts funding nearly as deeply as the serious reductions in the HOllse~passed 
bilt CBO's preliminary estimate is that the finance proposal saves $26 billion over five 
years (and $42 billion over seven), TIle House bill's savings were more tban double these 
amounts, but include food program cuts which have not yet been addressed by the Senate. 
The Senate's cuts of SSf to legal immigrants are deeper, but otber cuts smaller. (A more: 
complete summary of the Finance' bill is attached.) .:tflis le....el ef el;U! t':6t1ld tie real EiamaSQ
MHiJ'i is unlikely that States will mount effective welfare~to~work programs at this diminished 
level of resources. . 

10 other Senate developments, tbe Agriculture Committee is expected to mark up legislation 
covering the food programs late this week for possihle indusion in the Finance bill when it 
goes to the FI(}{}r. Our efforts appear to be successful in stopping both tbe Food Stamp and 
nutrition block grants ~- although a State option to block grant Food Stamps may be included, 
The Agricuhure Committee witJ still need to find very sizable savings from the programs to 
achieve its targets. The Labor and Human Resources Committee approved reautborization of 
the discretionary Child Care and Development Block Grant, with relatively little change from 
the' current authorization; this may also be added on the Floor as an amendment to the welfare 
bilL In addition to the provisions concerning immigrants in the Finance bill, Senator 
Simpson's Judiciary subcommittee may soon mark up immigration legislation which affects 
benefits to immigrants, Again, this may be added on the Flooe 

Democratic Alternatives 

Democrats offered aHernalives al tbe Finance Committee markup, all of which were defeated. 
It's not clear yet if they will be united for floor action, though efforts are being made. 
Senator Moynihan introduced a bill that makes a statement rather than serving as the possible 
basis for negotiations with Republicans~ Moynihan would clearly prefer the President veto 
whatever legislation thc'Congress produces. Moynihan's bill would conllnue AFDC as an 
individual entitlement, expand work and training requirements, and mcrease funding for 
JOBS. It has an cSlimated (;Ost (which is offset) of approximately $8 billion over five years, 
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\ '\ \ M"t(.. ~). <'\'\~ ,\- o:\L ~ ~~\ 

fu..:::~:':k\":r:.""""",, ~'\L • .\."..J,;..\f-I.<.., (~:r 
. .( ~ ~~ 

..-01 ~~C~ ..... 
A Democr~tic!F:-der~~jp group (Dasc e, Breaux, and Mikulski) ~announce~ 
#\ft alternative ~rtr'§'GHate Floor. 
fH''ilimiwuy iRdicalioui are that their plaH wottld toutillllC the ,""DC .eRtidefneRt eut with two­
years-and~work and five~years-and-olJt.pr9yi$ions (with certain hardship exemptions). The 
JOBS program _would be replaced by ~ock grant. Work participation rate.'i would rise 
significantly by 2000. and states would receive l1P~us payments for reaching certain 
employment and duration-of-employment levels. YDemocratic alternatives have no chance of 
passage. Indeed, it doesn't appear the Democratic alternatives will stop several DemocratIc 
Senators from supporting the Finance hilt Already. Senator Baucus voted for the biH in 
Comminee, 

Issues 1\..,. k~::" \....., ~~I, ...:-Il ).,....~L~ ~ .\,; c>..~ L <;;:.."..~ \,:\\ 
.. f .... .{;.....- ~~ a..r.e...s; , 

One of the central estions in th ate this year has bee hether to retain the ntitlement 
to AFDC benefJ All of the epubtican bills end it, of the major Dcmocr 'c alternative 

at is lost with the end' of the current individ entitlement d 
block grant are due ements 1hal form the e 

of basic s ort for children. Th three elements are: 
Joint stale d federal financing state contributions rna ed by federal ' es, 

b) open e ed funding so states draw down additional oney whenever ey need to do 
so as I g as they put up the' share, and (c) the require ent that all chil n who meet 
wha er rules the.state t tes be treated equally (i. , no one is denied td because it is late 

e year and the bu et is tight). 

€emj:}lelely elimi,ul.tiR8 tnc.o elemsots is likely to "(Qate strong in(;enth,l-Gli to cut fUDding, 
_ 

_ ;.~Ii!lu~ib~i~li~'l~'.~,"~.~d~b~eR~.~'(j~IS~i~.:i.~.~.~st~F~Ue~!~i·~.e~e::o~m~n~.~li~ti~o~n~l~o~-Tll1T1lre-rou~~~~~g~h~e~;;t~>A~"~It:~a~~s;y~st~.~",:':..... ~ ~-lf poorer states such as Miss"ls'sipPl 0; Arkansas reduce spending by $1 theyw",,-~~ 
~) another $4 in federal funds. Even the wealthier slates lose at least $1 for every $1 they cut. 

, the current b oc . grant proposals, It a state cuts spending ICloses 110 fed·eraTlUiills:t\:no 
i one state starts imposing dramatic benefit cuts or short absolute lime limits, neighboring 
states will "ft'lifeJl;" fear welfare migration and feel pressure to cut their own programs. / 
Conversely, investments designed to help recipients move permanently from welfare to work, / 
such as training or child care, may seem particularly likely. to attract recipients from I 

elsewhere. AAd wHefeas ibQ GUffeRt elltitiemclIt fUllding autom!ltkally-u:qmnds to mMt new} 
n'eeds ttrUmes oi economic distress Oi demoglaphic change, bloek gt'ftnts witt-pttt-sta~ 
~»g--efl&Mge in & serve bin~ and likely lead to fClItilel eut'~ . - ..--~ ~ 

In • to ' or cndin . ndiyiill!!1 en . en. with ~I.hartIl to 
~n. we m r tw merstone i s. Speciti

? 

t. ~t~"'~4i~R~q;1~~ __ The Finance bill, like the House-passed legislation, does 
not requite states to continue contributing tneir own funds to AFDC's successor block 
grant program, There is not even a requirement lhai they maintain their current level 
of effort States can withdraw their ov.'n funds, cut benefits, purge'large numbers of 
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, current recipiems from 1 e rolls. and avoid the investments needed 10 help people f'/o &~ I~ 

become self~sufficient. ho r t mat f~Wlt-r 11'>I)I,.J."..(h. 
hI. 	 3'ucl.. .... -Jt 

'f~ to. we need to insisl 11-<. T....('\. .,..:J 
on a maintenance of current effort requirement 10 fight against the "race to the bottom" yJu4,)\iJ 
incentives in the Repubhcan bills An alternative would be inclusion of a mechanism if' fp(l~ 
in the bill that cuts federal payments if a state reduces its own spending below 1994 \ 1~~6-l~ 

levels< 	 ~ 

..f!' 2, 	Coynter-Cyclical AdiyslI})ent The Finance bin, again like 1he House-passed bill, h 

freezes the level of the new block grant in future years, Should the country go into a 
recession -- or should some region suffer economic distress -- it offers little in the way 
of added assistance to meet increased need. The Finance bill creates a very modest 
one-lime $L7 billion "rainy day" re'volving loan fund to help stales during recessions 

but it requires that any funds distributed be repayable with interest This is 
inadequate. There is no t;UararHee Ih~t a state's economy will have improved by t~e 
lime it must repay its loan from the ~11P_'1r that it will be able to borrow the amount \.:,.. ~ ....~~ 
required to maintain c'urrent benefits. ATI'lebili shQ~ld rtt.\?'t'lde some Ildiustment ;OJ: j\'IMJ::,,~ 
i~"reasi~atcfs ~liocalion based !apon all iltel e~e in ;h: IUlf!l2el of poor ehildreR ~ ,....."..... ""~ 
~n ,meml'leYffleRl er Qemagra"hie f'aetofB. {Senators from states with growing ~'" 
populations, generally 10 the Sunbelt, are already asking for the bill to be amended to d.."'....··:\'--I 
provide better protection for (heir allocations in the otltyears,) ~--

o.flF theA two i are thr Iaddi1io~1ssues 4 the ,(oaNiH ~±: 
tfa~ n~ d ear 'se ~ '--./ l/:'V: 'I' 

iZ.!.-.:..... ~'];...u-~~ ,"-w-k - It..\'l'""~ \.~~ ... +t. .-.....u..\-.......J,!1n~ 
. 

u.......,k.~ ~,..... 
.. 3. Werkeble Wefk Rem:lirement!t< u The FlOance bIll bas stfl81:18 "'fer" ri:l'i\memeJlts. c-..,.~~ ~"" 

-Meeting dH~m \¥Oyld be €jtitle diffiettlt e\len with oollsidel:ably mOle lesotlrees. By the ) 
year 2000. almost 2 million people would have to be working or training, unless states 
cut peopie off ~ reduce caseloads. -Bui thefe are 1e3! re~ooree!! than: tinder eUffeflt 
~ CDO"..ffl fe:et; estimated ~hat toO meet the reqnirel-nefll:s Yloyld ta~c:h 8 ,;:atl 
suBstaatittl portil'm ef the !'Joel: grs.nt «lAds thet only 6 Slates could moo~. "-~"'d~j "-,,rl- ~ ttl B 
(Chairman Packwood seemed surprised by eBO's report and may be willing to make c...r ~ t1..... 
some adjustments to the bill before taking it to the Floor.) It makes no sense to be '1" 20:;.0 #..­
asking millions more mothers (0 go to work while providing dramattcally less child ~~\ 
care than current law. Nearly two~thirds of welfare mothers have children under 6; 
42% have children aged 2 years or less. We Sh9uld i.nsisl I?n more 5uDRQrt for (..J..0<, 
trainin and child care and n splitting lhe block grant in. two so that penefiJ fund!!!& 

f.:...r- ~arat~Jrom ..~ i~ fun.~m \.1-'<. ~L,~\\" rt. .....~ 'fi~7 >oJ<,~ ~~ f« 
oJ ~.~c <:W'< & ~"'1 ~~\.~~ ; .... ;),.,.M...- ~, •• 3':'~' """ r.~" +- eJ. \("'Ii! 

\ 

""" ­

o 	 s~ of Cuts -- As noted abo~e, the Fj~ce bill cut, almost as de<;r,ly as t~e House-
p ~ In Adt"t diS Ions Wlt!)- th~ PreSident, y.'C1lave talkr. about/savmgs 1ifliM1. 
fro nvThes~J ess han ha (the I~vel of It"Re~Ublica2lEIIS alEing I 1tnp £graf s at 
ic~ptab e. he Fo/rJO!) cul preclud the eslablish~en19f e cCi{ve welfare~lO~ I 

b-6rk pro rams. £b; i!limig anI uts arc in \Clv.fe anti the~itio tits go 00 far 

";~ 1" . 
4 	 . I? IDS' 'ie,"c.'T1v "; 

(s---b4.",,) 



C 1 In e en t bill .. e 100 much to out of ~o rams and we 

a Basic Protection$. fQr Children To prote<;:t children, we should avoid conservative n 

mandates like a mandatory cut-off of unmarried mothers under 18 and their children 
and mandatory family caps, but it must also include provisions that will mitigate the 
race to the bottom. +hooe iRehuh; r8iJuir~ffi8nt6 [Ihat'suttes !iel VC all the children that ~----~ 
tkey derme as needy and eligible, and dlat they) 8iQ''''' b IIUIRtJ.a~1l 1M bI'JU'iI:(lh ob.y'! NO -Lf\ 

~L.,,,,..,U ~vide some exemptions from time limits for children whose parents are unable to Jj)!>l~ 
work or find wor~ We should insist on.basic Drotecti9ns for children. :p, ...~t.. (k 

,t;;:lJ .,.,., +; ,x:;;;: <-h .:.. ~",",",", f>."''('''''''~=.\:..- ..".\,W, ,IA'::: ~L"""r-r' ....!;~. 
If'! StfU\'m6fY. Without these change~he!e is a vel)' high likelihood that this DiU vAil increase t,..t'l: ;;~d.-. 
poverty and harm children. The combinationlf dram~ic fede.ra~ts in many areas. the d""f. :.... t.' [

J .s.:. .""''V~ _.... ..,f. ~"I·~t 0";:;; I;' ffit .. 

unworkable work requirements, and the oA6e mftl:~es"open t e POSSlblllty of even larger t!~l b +­
tuts at the State level and a very harmful race 10 the bottom. And as budget caps get tighter "-'1'1.ic:. if 
and tighter. the pressure to cut Federal spending on the block grants further is likely to eas~-h 
increase. ,",>...~ ~ ..U> 

i (:.:.. (-1'
\Purpose of Meetillg 

We recommend we arrange meeting as soon as possible with appropriate senior 
Administration officials to;,-....."",.,....,,..'Ill" lmportant questions: 

o Do we explicitly threaten to veto the hill.Qver any or all of these issues? 

A veto threat can send a clear message of what the Administration stands for -- and ' 
will not stand for -- in welfare policy. In the area of Food Stamps, the threat of a veto is 
playing an important role in blunting the momenlum behind converting the program into a 
block grant. 

I """II "" """ On the other hand, Republicans on the Hill tldt may.orererAthe Presi~ent veto
;k.. . .-..Ai I ....._111\'\ (.""1""'_'" ,,~ • ~ ,J....~..r" ~ +L-..k a welfare reform bill and about how to ma""" Ims eorne ft"et:thm~ eRiy ~,""-e-'-:w.. • ... 

'"' ~,~\..ft- make it less likely the legislation improve!) e ",ould also receive criticism f~ more .,..,,,J,,~ 
friendly sources should we choose to draw the veto line in a place different ffffiftWhere they 
would like. 

If the decision is that a veto threat would be a useful tactic, we would still need 10 

discuss the specifics of which provisions arc named as unacceptable and what changes could 
be made to them to render them acceptable. 
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o What specific changes would we advocate [0 the Senate bill? 

. I-o~ \,."\.-\.,, r"~~ 
Once the veto threat question is resolved, we still need to discuss wlu,t ftmelldlnertts 

we--arc geing to sesk to tHs FiAllfIee bill-m addru3: 'fte issues listad a6(,."e, ilow best to wofk 
witb-SeR3te Demo\;rats fiR tnem'f. 

~.~c L.1.~\'~. ~~ r~\< ,\"...,IJ ~ v....,~\....J, <,-I.--\\.- '/Jw...:- ~k ,":.. ~~ I.L..\..1 
w'ok..\- sWl <.L '''-.\ "L\-~~\,~\\ ,---;\ ;. ,:",,..l? . Ii!.~ 

. =:~ q 

~~~gV7; , 
~~ 
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Senate Finance Welfllre llill- Summary 

AFDC and Work~Related Program.f 

Combined Block Gran-f--The bill approved by the Finance Committee combines AFDC, 
Emergency Assistance, JOBS, and three mandatory child care programs into a single, level­
funded block grant of $16.8 billion (which represents the FY 1994 funding level for these 
programs). There is no annual inflation adjustment to the new "Tempora,ry Family 
Assistance Grant," and the reduction over seven years for these programs is approximately 
$1 J billion (CBO estimate). The Senate version lumped more programs into their Temporary 
Family Assistance Grant (AFDC. Emergency Assistance, JOBS and Child Care). while the 
House bill consolidated Child Care programs under a separate block grant 

, , 

Fewer A1andales--A positive aspect of the Senate bill is that 11 has fewer strings on State 
spending. Requir~ments that minor mothers live at home, the prohibition of benefits to 
children born on welfare. and restrictions on assistance 10 parents who fail 10 establish 
paternity are all dropped" Also, States can choose whether to pay cash assistance to non­
citizen families who lack sponSOfS, ­

Work Procrams 

Participation Rales~~By FY 2001. the Senate Finance bill requires half of single parents to 
participate in work/training actiVities, which the House bill does by FY 2003. The Senate 
bill, however, lets States exempt certain <;ategories of beneficiaries (up to about 60% of the 
adult caseload) up 1hrough FY 1998, by allowing them to extend current law exemption 
categories. After FY 1998, no exemptions will be allowed and States face a very large 
increase in required participation. States not meeting tbe new rates may have their grant 
reduced by 5% the next fiscal year. The Senate bilf requires that States guarantee child care 
for recipients who need care for 'children under age 6 to participate in JOBS activities but 
ends this guarantee for children 6 and over, 

CBO analysis raised a major issue during the Sen ale Finance committee mark~up. CBO 
estimated States would need a total of $10 billion by FV 2000 (a full 60% of the block grant) 
to meet the set work targets, leaving far fewer funds to pay benefits. Further, CBO estimated 
that only 6 States would be,able to meet the new requirements and that Ihe remainder instead 
would opt for the 5% grant reduction penatty, Chairman PackwoQd was concerned by lhis 
finding. and feared the Administration would criticize IheJ~gislalion as scaing unrealistic 
work participation goals. He pledged to work with Senator Conrad to nddress cao's 
findings, so it is possible that a Sena.te floor amendment somehow will alter the work portion 
of the block grant. 
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Child Pr(J/C(:lil'C I:rcgrams 

Taking a stance that the Administration Carl support. the Senate Finanee-passed bill leaves 
child protective programs unchanged. (The House bill combined, capped and cut Foster Care, 
Adoption Assistance and other mandatory child protective services by $2 billion over five 
years.) 

Immigront Anistalfce 

The Senate Finance bill has three inajor immigrant provisions: (a) denial of SSI benefits for 
most immigrants; (b) deeming of sponsor's income for certain programs, notably Medicaid; (c) 
authority for states to deny immigrants cash assistance. While Senate Finance immigration 
provisions apply to fewer programs, cuts are harsher than comparable House action, whic~ 
had comparatively more exemptions for ssr and Medicaid. 

SS} Rcstricltons--The bill ends SSt benefits for most immigrants. except for: refugees and 
asyiees (for five years); immigrants who have worked long enough to qualify for Social 
Security benefits; veterans and their spouses and children. The provision takes effect upon 
enactment for new applicants and on January I, 1997 for those currently on the rolls. The 
somewhat less stringent House 58J provisions exempted more immigrants: those over 75; , 
lawfully admitted permanent residents who cannot naturalize due to disability: refugees and 
veterans. cao estimates the Senate SSt immigration provision would save about SI1 billion 
over five years and about $17 billion over seven years. AboUI 550,000 immigrants would be 
made ineligible for SS} benefits in the year 2000. ' 

Medicaid Restru:tions--The Senate Finance bill deems sponsor's income for programs 
authorized by the Social Security Act for five years or the length of a sponsor's affidavit of 
support, whichever is longer. The provision includes Medicaid, which currently lacks a 
deeming requirement h is unclear how many Immigrants would be affected and Medicaid 
savings estimates are not yet available. 

Supplemenilli Securily J;,eome for C"'hiren 

Cash Bcnefils--Under the Sen ale Finance Committee bill, benefits continue to be in the form 
of (:ash. (By conlHtsl, the House biD limits cash benefits to those currently on the rolls and 
20-50% of the most severely disabled applicants. Services funded by block grants to States 
replace 75% of the value of the former cash benefits.) Retaining only cash benefits is a 
stance the Administration can support. 

Hligibiliiy & Program htlegrily--The Senate Finance bill establishes a new more stnngcnt 
definition of childhood disability that effectively reverses the Supreme Court's 1990 Zebley 
decision by raising the level of severity of impairment(s) needed to qualify for SSt The bill 
also requires periodic eligibility re-determinations to ensure that SSI is not erroneously paid to 
ineligible individuals. (The House bill has more severe eligibility restrictions.) 

8 



-
, 

Cost /<"~sti",ales--SSI children's provisions save about $7 billion over five years and about $1,1 
billion over seven years, including the Medicaid and Food Stamp interactions. About 250,000 
currently eligible children would be denied SS! in the year 2000. 

The Administration could support tightened eligibility standards, hut those in the Finance 
Committee bill are too stringent. We should take a position somewhere between Senator 
Moynihan's bill (which is as strict as the, Finance Committee) and Sen.ator Conrad's bill 
(which has limited reductions in the rolls). 

Supplemental Security Income for /}rug AddiclJ and Alcoholics 

The Senate Finance Committee's bill, like the House bill, ends SS! eligibility for individuals 
whose drug addiction or alcoholism is a "contributing faclor" to their disability. Under the 
Senate version, benefits would continue more than a year longer but the Senate bill does not 
reinvest part of the savings into drug treatment and research. Savings are about $2 billion 
over five years and about $3 billion over 7 years (CBO), which are very similar to House 
savmgs. 

Child Support Enforcement 

The Finance bill adopts many Administration child support enforcement proposals, as does the 
House-passed bill. While there are some minor changes we'd like to make, this is generally 
an area where we have achieved a great deal. 

9 
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To: Ken Apfel 

From: ~ Ellwood 

Re: Mamo 

Date: June 9, 1995 

HHS is noW si'1llSd of! on the memo~ 

. Bruce has ok'd the sent.ence on p. 4 that begins IIHHS also 
believes that vo s.hould re~ire states to serve all children~ .. n 

Bruce also sU9gested a revision to the second paragraph of the 
memo. I~ve drafted something but haven't. been able to reach Bruce' 
tor final ok. 

The suqqested rev~s~on 1s to replace the second paraqraph (the 

one beqinning "This m~o describes~ .• " with the following: . 


This mamo describes the Finance bill and major concerns that 
we all aqree need to be addressed. The purpose of our Monday
meeting: is to talk throU9h stratoqy questions. At a, minimpm., 
we believe it i§.essential that w~ §harp@p pur stands on key 
issues Arid signifiCAntly heighten th.e __President's visibility 
on veIga;, in the next ooyple of w§ek~. We should meet with 
the President to decide how best to influence the senate 
debate. 

cc: Bruce Reed 



laIoal06/08/95 ·14:50 '0'202,6901383. HHS OS ASPS 415F 
JUN-08-9S lQ,36 FROn,QMS PAG;a 21'S , 

MKMORA:NDt1I\'lliOlt 1m .:0 IEF OF STAFF 

It itffS' ~I~~PROM; 


" ....'" "J: ~..... <w.u-.,!; 

Tbls m<:mO d,.....t.e. the l'I1IMce bill and Illl\lot """"""'. IIW ..... all agree ......s II> be 
adtIt.....-L We 1!eIj""" mat "",jor Qfficia.lutlllll!~, thml/1I!LIbl> s!n\!egy gy<;slions QI! baw 
to asl!lm our 15!i!1s in the l'!!!j! ll"iIf fiItnre. We should also all'lUIgO a meeIilIg with !he 
Prai.dent wilbln !h& next few days IX> doclc!a how best to inti"""""" the _ dcIlarc. 

l'lnimce Omzm/tt.ee Bill 	 ,-.,. <.m. ~'-">I<<< 
, 	 ~ 01&;) t,q<l\Q.i..S.. ' 

Lib> the Hause bill, the I'iIlance bill would mala: dIamlIIic CII!:S In many areas. impose\ -:r*,~ 
infeasible work: requinmHmts, and end requirements tbaI _ mateh fedetal spending.) Ii 
$}'IIOIII of fixed block grams wi1ll no _ ma1I:h and few O<lj\l$lmCnts fur """lIOmk: and 
~ d>ange, coupled with a sot ormrt.'OII<able work iIlalldmds and much less money 
for nalning and Chil4....,." iIIllko!y to set offa llugeIy ~ "n!l:e to the hotIDm,' .. 
_ ~ to pmvide _ IIDd loss for poor families. 	 ' 

SpedfiOOly, the I'iIlance bill WOIII4: 

o 	 End the AI'DC Individual entitIcrm:nt and CCl!Ilbine the current APDC, ~eacy 
Alsistan!'4. lOBS, andlllandillOIy drlId """ progranu inti> a $iJlcIc. fn>l.eD block 
gt:IDl, wiIb toIa.I fundiJq: set at FY 1994 levds. 

o Man_"""" work: ..,quiremenlS while ptOYiding 1... money fOr work aod drlId 
care. 

o Make,deep eolS In benefi1s to legal immigr3nlS and SSl benefits. 

On the posilive side, the I'iIlance billa lin imp::overoent £>om the House; ver.Iion because it 
doom'! Include oU the ~'" "slrlugs" unconditionally ~ bone!Its "'. teen 

1 
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IllOm1 ;md certain others. Tho cIlilii 3UppM emOICeml:llt refonns are simila:r to tllo$e Che 
AdmDri.....Uon ~•. Child proteCtive serna:. are untoncl>ed and SS1 childbood 
disabIIlty refonns are les$ """"'Dian than in the House bill. 

ne Fmanc:e bill c:uIS fundln& nearly as deeply .. the "';ous re<lucI:ioo, In \he ~ 
bill. CBO's pn:limimuy elidw"'" ilIlbat the P"manee proposal sa_ S26 billion over live 
years (and $41 billion """" oovcn). Tho ll'<luse bID', savi:ogs WI!R' IDOSe !han double 1IIese 
amounts, bur Include !OC<I ~ cutS whiclt have not yet been add:e$$ed by the SMSl<:. 
TIle Sen>Ia's cui:! ofSS1 to kgalltnmigmuts are deepor. bill ather ems small.... (II. lIrolC 

oompl.... """""at)' of the r""""", bill is a1l3<:hed.) This level of cutS eouId do real damage 
and it is unlikI:ly lbat stall!< will mount eft'eWve WI:Ili!rC<-!.O-woik pIOgJll1I1$ at t!lb diminl1hcc! 
level of I'IlS01ItCeS. 

In otb... ~te dcveIopments. the Asricul!ure COmmi_ is expected II> marl<: up legislari""
<XMItiD& the IlxxI pzograms next week for possible inclU$iotl in the Y""",,,. bill when it goes . 
to the Floor. Our efforu appear tD be !IIU'OeSsf\d In SlOpping both the Food SlainI' ;md 
nulIition b1od< grants - although a IiWI: option to block :nnt Food Stamps may be included. 
Tho Agric:ullwe ComnIltloo will SIill need to find very sizable savings from the ptopmo to 
~ Its wp!!S. Tho LaI>ot and lillmQl! Resotm:es Commi_ approved .-lhodtation of 
the ~ CblkI Que and Development BIocI: Gmtt. with relatively little cI!ange from 
the cumon ""tI>orizalion; this may also be added 01\ dlo F100r as an amendment to ~ 
weIfate bill. In addition to the • • . immigmnts in the F_ bill,~ 
Simpson'. Judiciary SUbcommitt~ ;m:=!qi5laliOll which 2fI'e<:u 
beoe!ilS to immlgrants. Again, this may be added on the 1'100r. 

~~ 
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~ altemaIiv.. bave lID ch.O .... of pass:ajle. h1deed, it doesII't appear U1e Democ:ratic 
a1woa1ives will SIDp ~ Democratic s..n.- Itom ""I'l""Iing the F_bilL Already, 
_ Bancus vO!ed for !he hili in C¢mmittee. 

l.mu$ 
~stnCOA bas Oc:e:n working widI !tiHitB ~ to bupwve the Setante bin in 
fum' elitic:at arces: TM--C. f).)/'4 ~'hl,''' crV~\~\ c(),,(CtI"n" v>.~ -h.a, S;~c.. bit. 

1. 	 Mjrin!!:naoce olEffort - 'l'!!Io PI!IalK'e bill, like !he ~ Jqislation, does IlQ{ 

~ _ to contimle COIllIibu!ing 1heit own ftmds fo AFDC's _sor bloclt; 
~ program. 1'b8re is not even a n:quirement !hat ~ maintain Ihcir ctIIImt I!M!l 
ofdfmL Slates can Wi.!IId!aw Ihcir awn fim4t, cut b<oruIIlt'l, JII1IlU.' latge mn»ben of 
CIlm!Ilt ndpIent< frOlll!he mlls, lind avoid !he .11"'''''''''''' oeediod ID belp po<>pIe
become seIf"'''fticiCOI. U1IIlI::r Ihe ~~ ifpoorer _ 0IIdl os ~ 
or AdcI..... 1I!cIum spenc!iot by ~I they lose another $4 in Ii::dcnl funds. llven Ihe 
weallhler _lose at lCl!It $1 fur <::Vf!rY $1 they cut. With !he current bloc!< gtanl 
proposal$. ifa _ cuts spe:!din: it loses no fedaal fund.. And ifono _ lOlaIl$ 

imposIag d","";c b<oruIIlt cuts Of short .o,,,Me 1imi: limit'l, ~ _ will 
nataraIly rear w_ mignltioo and feel pressme 10 em Ihcir awn progI1Ull$. 

Cauvar.ely, investments In one lIlIIf: ~ to help n.:ipienlS move ~Y 

ftom welfaI8 to work, suclI !IS tm!nlng or child care, ma~~....~m~~·~~~~tJ!;LJ
- n.:ipiento Itom elsewhere. W. need 10 insist on IeIIII!Ice 5!!~ 
effint requimncu.t to fight against Ill. 'race to 1M bOtiliiii"iil$iIivelO in iliC 
RIlpUWmil !M:!:" An .81rt:malivc: would be inclusioD Of iIiiCdilIiiiiii in au; bill that 
~)'IIICIlIs if a slal8 ...mOM Its OWII spending below 1994 1!M!ls. 

2. 	 Counter-Cys;!jcal Adill$!lllM\ - The Finan.. bill, again like Ibe 1I"""",passet\ hili, 
Ii= Ihe I!M!l of Ibe new block grmt in tiJtme yem. Sboukllhe CQIl!lIry go intO a 
nocesaion - or should some region sufier economic <!lJtn!ss - it offers llttIc in the 
way of added assistllla: to mft:! !nc:reased need. The FlnalIce bill creaIeS a very 
mo<!est one-lime $1.7 billion "miny day" ..... oMog lOIU1 fund to help _ during 
jooolSioas 1M it requires !hat any ftmds distributed be n:pay.oIe with inteRIlt. 'IlIIs is 
inadeqtla!e. ne.e is 110 guallIIIloc flI31 a SIaUl', """""my will nave ilnprl>'ll\!d by !he 
tIm& it muot repa;j' iIs lo3n Iiom !he fund or !hat iI will b.o .ole to b<Jn:ow lhe _I 
feQ1Iiled to maintain ClIIIOIlt beftefilS. :&!oleOd, tho 0ilI .....w I11I:II: it pM!IiI>16 Ii>< 
...... "" 'II0Rd _ill dlecvart of........".;,,_IlIm. popdlalion~. ar 
_"" di...." I. (Senators ftom .....,. with,growing popul.aDons, ~y In the 
Sunbelt, am already asking fur !he blII to be .men<!erl to provId6 beruIr jl10!eCti0n for 
IIIeir _ in the outy<an.) 

3. 	 "R!!!!Q!I!SIli and 1ncenQ.m!W wQIk - 'l'he I'iMnce hili ""pe..1S _ 10 meet 
ambitious work ~ with ccntida>bIy los! """"'Y. By the ye>r 2000, almost :2 
milJicn !""'PIe would have to be working or tt2lning. unlJ!s$ _ cut people off and 
reduI;e ea$doed.. CBO luis _ted !hat only 6 ~ eould mooot _ 

- ....~-~----

" 
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rcquin:mmta, _ it would cost $1() blIIion & year by the year 2000 for <:very 
_to comply. (CIlairman P&;kwood "",,"til !III:priszd by CBO's report """ may 
be wiIl.itI,e 10 malo: ""me odjllStlnlmts mthe bill befonI taking it to Ibe FlooJ:.) If 
__to thQOSIllO speIId cnougJ. to rued: th. work noquimnenls. a reiIaliveJy 
$!N.U poxtkm W<l\lld be kit m ptOVide lruic .....ta""" 10 ~ families """ chil_. 
On the other band. If stares choose to emphasize p<OYIiIlng bosmfits, they may pllIPl)' 
aa;epI the 5 peramt block gtant penalty ror not mcc:Iing !he work n:qu:imnenu and 
reduce tbeir expem\ilU!l!S on work ..,d !:t:DniD3. By puttiDg !he money COt" beoefits 
and SIllVices inm """ pot, both !he Seoate and the House biDs -,!!.states to ( 
umb a decision _ prt>Vit!ing """ at the __ of the other~l DO sense ~ 
to be askin,g lIliIlioM more motbetIlO eo to WC<t wIlile ~ dramaW::olly leu 
dIiId care thall_law. Neatly IWI>-tbirIls of-u'am IIIOIller$ bave childmI 
under 6; 42% bavc cbiJdren llgerl2 yl'.MS or leu. We sbggld Inslstpnmon: Sy;ppgr! 
lbr wwk. II!!,ining an.~.cI!ik! .,.,.. ;md on mJil!iDg the blp lJIP!l!.in IwlI .., !bat 
benefit firoding is..sepai:ate from funding fur work !I1IlI <Iilld care. We shO!!ld n;w;mI 
s!a!g l!/l!!i mtorm~ Jw!uRI.fIlxBut!jn.. more P<lll!le.1o wwk. jnstead of sMug 
i!!l!l:S~ !Q C!!! people off. 

4. 	 lliIsic Pr01X>OtIQIIO for Chlldnm - To proteeI chilillea, we sboul4 llVOi.a ~ 
mandaIe$ lib a ""Ul'Ia1Oly CII1-<>ff of l1I1IlI3Iriecl mothers WIder 18 and tbeir cI1ildrcD 
and manda""Y fumlIy ""1'$. but thc bill must also InclWlo pmvlsions !hal will miligaIl: 
the """ to the bottom. We slIoa14 seek """" exen>pti.aos from time _ fur 
childl= whoso pmtll5 are UIlllble to WOtI: or find work. We sboul4 !ly to roduco ths 
level of cuts ill pttI8Iams for child=. no ,Sena!b bill cuts allDost a:; 
d=pIy as the ~ bill. The AFDCIJOBS cuts \Ide the establWl!n_ of 
_ wdfarc.m.work progmns. 11w immigtant ""'" immense and the SSI 
cutS fot dlsabIIlCI cblldten an<! the nuttition OIIto go too 1M. We should imit!. QII ~ 
Q1'OI;C1ion. for cI!!Id!!n. W. """" 10 tty to milipm the I of ...IS in the s­
'bill. Wllhout tbllSl! dlange:s the ccmmnation of drattWic cuts in many aR'IaS, 

the un_Ie work reqWn:ments, and tile lat:I: of' of effort provisions 
open 1lu: po.&Sihility of IMIIl la!:ger CI.IIS 'It 1lu: Stale k:IIeJ. a vt:ry Iwmful ",.., ro 
tile bottom. AruI as budp capt get tiglrter and tighter, pressure It> «It Fedem\ 
speadill3 further on tile block pIS is lil:eIy to ~ 

o 	 DI> we ~citIy Ibm!<m to veto the bill om my or all of !!test; ......1 

A ve= lIIroat <:an ""'" ~ olear ~ of w!w me AdminislIalion stands !or - and 
will not SWld fur - III welfa%\: polity. III the a%1!.lt of Food SIlI!!lpS. the threat of a veto may 

4 
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have played an important role in blunting the momentum behind converting the program into 
a block grant. 

On the other hand, Republicans on the Hill may well prefer to see the President veto 
a welfare reform bill and would like a road map about how to ensure one. Specific veto 
threats might make illess likely the legislation improves, and we could also receive criticism 
from more friendly sources should we choose to draw the veto line in a place different from 
where they would like. 

If the decision is that a veto threat would be a useful tactic, we would still need to 
discuss the specifics of which provisions are named as unacceptable and what changes could 
he made to them to render them acceptable. 

a What should the President and the AdrninislraliQIJ do to influence the Senate debate? 

Once the veto threat question is resolved, we still need to discuss how best to influence the 
Senate debate. What profile should the President and the Administration strike in that 
debate? What should we say about the Senate bill once it is passed? 

5 
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1<$ 
'~Draft 

JUllt 6, 1995 . 
. \ 

MEMORANDllM roR THE CHIEF OF STAFF 

FROM: CarollWro, Alice J1.ivlin, Donna Sh3laJa, Laura Tyson 

SUBmCT: Welfare Reform - Tune to Decide 

ScnaIc r1lWla! approved a we!1iIre refonn bill tw<> weeks :If;!) and we ~ to see it on lhe 
Senate flo<>r within the next two wee.ks. TIle Senate debate may be the last opportunity to 
make moJor cIw:\ges before it comes to the President. ' 

This memo describes the rllWlte bill and moJor concerns that we all agree need to be 
ad<kess:d. We believe !bat senior ofIkilJ$ should talk through the S!!atcgy Questions on ho", 
I!l aclrieve our gOO, in the vqy neat !jmm:. We should al~) ammgo a meeting with the 
President within the next few day$ to decide how best to influence the SeIll!l<i debate. 

FfJuvlc. Commilt.. Bill 

Llke the HqusI bill, lhe rmance bill would make dramaIie cuts in many areas, impose 
infeasible work requirements, and eed requirements tha1 stales mateb federal spending. A 
system of fixed block grants wilh no state maldl and few aajustments f<>r econotnie and 
demograpblc change, coupled with a set of unworkable work standards and mueb less money 
·f<>r training and child <:are, is likcly to SIt off. largely irreversible "JlICe to the bottom,· as 
states move to provide less and less for poor families. 

Specifically, the Finance bill would: 

o 	 'End the AFDC individual entitlement and combine tile current AFDC, Emergency 
Assistance, JOBS, and mandatory child care progranlS into a single, frozen block 
grant, with total funding set at FY 1994 levels. 

o 	 Require no state matebing or maintenance of effort. 

() 	 Mandate tough work ~ts while providing 1... money for work and child 
care" 

o 	 Make deep cuts in benefits to legal imtnigrants and SSI benefits. 

On the positive side, the Finance bill is an improvement from the House version because il . 
. doesn'l include all the <:onseIVanVe ·strings· unconditionally restricting benefits to tten 

I 
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moms and certain others. The child support enforcement morms are similar 10 those !he 

~ proposed. Child protA:Clive services are untouched and sst childhood 

dlsabilily refo.rms are less draconian than in !he Hoose bill. 


The F"mance bill cuts funding nearly as deeply as the serious reductions in the House-passed 
bill. CBO's preliminary estimate is that the Finance propos;u saves $26 billion over five 

" years (and $42 billion ova seven). The House bill's savings were more than double these 
amounts, but include food program cuts which have not yet been addressed by the Senate. 
The, Senate'. cuts of SSI 10 legal immigrants are deeper, but other cuts smaller. (A = 
complete summary of the Ymance bill is attacl!ed.) This level of cuts could do real damage 
and it is unlikely that states will mount effective ~e1fare.to-work programs at this diminished 
level of resources. 

In other Senatt ~eIop.,....ts, the Agriculture Committee is expected to mark up legislation 
<:O'Iering !he food proplllllS = weel: for possible ineiusionin the Finance bill wben it goes 
10 the Floor. Our efforts appear to be successful in stopping both the Food StirnI' and 
nutrition block gIlIllts - although a state option to block gta.~t Food Stamp. may be included. 
The Agriculture Commitu:e will still need to find very sizable savings from the"programs to 
achieve its largets. The Labor and Human Resources Committee approved reauthori2:a!lon of 
!he discretionary Child Care and Development Block Grant, with relatively little change from 
the current authorization; this may also be added on the Floor as an amendment to the 
wclfa:re bill. In addition 10 the provisions concerning immigIllllts in the Finance bill, Senator 
Simpson'.Judiclary subcommittee may soon mark up,immigration le,gisla1ion which affects 
benefits to immigIllllts, Again, this may be added on !he Floor. 

Detux:ratic AlumtJlivu 

Democrats offered alternatives at the Ymance Committee markup, all of which were 
defeale4. It's not clear yet if they will be united for floor action, though effoItS are being 
made. Sen3tor Moynihan introduced a bill that makes a SIr.emem rather than serving as !he 
possible basis for negotiations with Republicans; Moynihan would clearly prefer the 
President veto whatever legislation the Congress produces. Moynihan's bill would continue 

• AFDC as an individual entitlement, expand work and training requirements, and increase 
funding for JOBS. It has an estimated sm (which is offset) of appro,imate1y $8 billion over 
live years.. 

A Democratic Ic:adcrslUp group (Daschle, Breaux, and Mikulski) will announce its alternative 
this week. Their plan would repeaJ AFDC and replace it with a conditional entitlement 
bssed on Work, with sUb$llilltia\ funding (which is offset) for work and child care, and with 
two-years-and-work and five.years-and-out provisions (with c.enain hardship exemptions). 
The JOBS program would be repl:aced by a work block gra1t: Work participation rates 
would rise significantly by 2000, and $lateS would receive bonus payments for reaching 
certain employment and duration-oHmployment levels, ~ , 

2 
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. 
Ilem.oaaIic allmJali_ have no chance of I"""'&e. Indeed, it doesn't appear the Democratic 
a1Iematives will sIDp severnll:lemocr.itic Senators from supporting th.. Finance bill. Already, 
Senator IlaIIc'us voted for ~ bill in Comrni_. 

bsun 
The Administtalion has been Working with Senate Democ:rat' to improve !he Senate bill in 
live critical areas: 

. 
I. 	 Maintenance of Eff9l1 - The Finance bill, l.iI<e the House-passed legislation. does not 

""'lUin: SlateS to cantinue con!libuling their own funds to AFDC's successor block 
grant progIltlll. There is no! even a reqlli.remmt llIalthey maintain their current level 
of effort. StateS can withdraw their own funds. CUI benefits, purge large numbers of 
current recipients from the rolls, and avoid the investments needed to help people 
become self-sufficient. Under the cu:rrmt system. ifpoorer _ such as Mississippi 
or ArlaInsas reduce spending by $1 they lose another $4 in federal funds. Even the 
wealllIiet states lose at least $1 for every $1 they cut. With the current block granl 
proposals, if. strte cuts spending it loses no federnl fund•• And if one state stuts 
imposing dmmatie benefit cuts Or shon absolute time llmits, neighboring states will 
naIUr.llly fear welfare migration and feel pressure to CUI their own progIltllls. 
Conversely, investmenfS in one state designed to help recipients move permanently 
from welfare to worX, such as training or child cano, may seem particularly h1rely to 
_ recipients from elsewbere. We need to insist on • maintenance of CUtrellt 

effort requimnent In light against the 'race to the bottom' incentives in the 
R<pul>Jican bills. An alternative would be inclusion of a mechanism in the bill llIal 
Cl!fS federnl paymenfS if a Stale reduces its own spending below 1994 levels. 

CO!!!lIet-Cyclical Mi!!Slrnenl - The Fmance bill, again like the House-passed bill, 
freezes the level of the new block grant in future years. Should the countty go into a 
recession - or should some region suffer eecnomic distress _. it offcis little in the 
way of added assistance 10 meet jnc;reasecl need. The Finance bill cieates a very 
modest one-time $1.7 billion 'rainy day· revolving loan fund to help St\IeS during 
JllCeSSions but it requires that any funds distributed be repayable with int<:rcst. This is 
inadequatI:. There is no guarantee llIal a state'S economy will have improved by tile 
time it must "'I"'Y its loan from the fund or that it will be able to borrow Ibe amount 
required 10 maintain current benefits. Instead, the bill should mal<e it possible for 
states to spend more in the event of economic do_rum, population growth, or 
natuI1Il disaster. (Senators from states witll growing poplllations, gencrally in the 
Sunbelt. are already asking for the bill to be amend,;! 10 provide better protection for 
their allocations in the outyears.) 

3. 	 Resources and Inoentjvcs for Work - The Finance bill .....poc:ts states to meet 
ambitious work tugcts with considerably less money. By the year 2000, almost 2 
million poopic would have 10 be working or training, unless states cut people off and 
reduce easeloads. CBO has estintrted llIal only 6 States could meet these 
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requirements, beelillse it would cost $10 billion a year by the yeu 2000 for every 
: state to comply. (Chairman Packwood seemed surprised by CBQ's report and may 0 

: be willing to make some edjustments to the bill before taking it to the Floor.) If 
sta~ w<:!e to Choose to spend enough to meet the worle. requin:ments, a relatively 

· small portion would be Ief\ to provide basic assiSt!llCe to poor families and children. 
· On the other hand, if states choose to emphasize prm~ding benefits,' they may simply 
a.xept the 5 percent bloclc grant penally for not meeting'the work requirements and 

, red.,," their expenditures on work and training. By pu.tting the money for benefits 
, and senri..,. into one pot. both the SenaIe and the House bills would force states to 
· make a decision about providing One at the expense of the other. .Itmakes no sense' 
, to be asking millions more mothers to go to worlc. while providing dramatically less 
· child eate than current law. Neady \Wt>-lhirds of welfare mothers have clu1dren 
under 6; 42" have children aged 2yco:r:s or less. Fe sboold insist 9ll mom s\!PPOrt 

· for wgrk, training and child care and on splitting the block mn t in two so that I 
· benefit fundina is semrate fiom IiInding for wgrk and clnld c:are. We should rewand oJ 

states with performance bonuses for putting more people to work. instead of giving 
. . states incentives to cut people of{. . 

4. 	 . Basic Pm!ections for Children - To pro_ children. we should avoid coriservative 
mandates liI<e a mandatory cut-off of unmarried mothers Under 18 and their children 
and mantlaroiy family caps, but the bill must also include provisions that will mingo!<: 
the laCe to the bottom. We should seek some exemptions from time limits for 
cl!iIdren whose parents are unable to work or find worle, We should try to reduce 
cuts in pmgrams for children. We should insist 9ll t>asic Protections for childrM. 

5. 	 MlI~nirug., II! Cut$ - As noted above, the finance bill <:Uls almost as deeply as the 
House-passed ,bill. In =t discussions with the President, we have talked about 
savings from these programs at Iesi than half the leV4!l of the Repu.bUcan bills as 

• bejng acceptable. The AFDClJOBS euts preclude the establishment of effective 
. wolfure-to-work programs, Children will be hurt. 1be immigrant cuts are Immense 
, and the SSI cuts for disabled children and the nutrition cuts go too far as well. 1M 

cuts jn the SenaI& biD are IQ.Q !lIIIch tp take out II! POYertY programs !IIld we need tp 
lI:Y to mitigate th!IDl. 

, .,
WIthOut these batm childr The combination of dramatic fedetaI cuts in many 
areas, the unworl:able w uu-ements, and the lack of maintenance of effort provisions 
open the possibillty of even larger cuts at tho Slate level and a ~ery batmful race to the 
bottom. And as budget caps get tighter and tighter, the prelS.re to cut Federal spending on 
the block grants further is likely to inc:rcasc. 

Purpos. ofM.llting 

We reconuitend we ar:t3I'Ige a meeting as soon as possible "ith appropriate senior 
Administtation officials to discuss how best to achieve these' changes in the ~. 
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o Do we mJiI:!II~ !hr;a!.ell tg yetp lhe bill Over any 9! all of these issues? 

A vetO threat 'can send a ,clear niessage of what the Administrntion slllI1ds for - and 
will not stand for - in welfare policy. In the an::a of Food Stamps, the threat of a "eto may 
have played an importlllt mle in blunting the momen1llm beltind converting the program into 
a block grant. 

-
On the other hand, Republicans on the Hill may well prefer to see the President veto 

a welfilre reform bill and would like a mad map about how to ensure one. Specific veto 
threats miglit make it less likely the legislation improves, and we could also receive criticism 
from more friendly SOUX<:eS should we choose to draw the ve'to line in • place different from 
wfleI:e they would Ilk!>. 

If the decision is that a veto threat would be a useful ta<:tic, we would still need to 
discuss the specifics of whlch provisions are named as unaooepmble and what changes could 
be made to them to render them aeocptab!e. 

oWbat Sj)<cifjc, chanW would we advocate tg the Senate bili?J w.....-\-~~.I., 
, 

Onee the veto Ihrcat questinn is resolved, we still need 10 discuss how best to influence the 
Senate debate. What profile should the President and the A.lministration strike in that 
debate1 What should we say about the Senate bill once it is passed? 

s 
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s._ Finane. W~ Bf11 - SlD1r11l4lJ 

AFDC fIJI4 Worl<-Relakd Programs 

Cmnbined Blodc Gnw-The bill approved by the Finance Committee combines AFDC, 
l!metgency AssIstance, JOBS, an4 three marulaloIy child""", programs into a single, _ ­
funded block grant of $16.8 hillion (which n:pn:sents the FY 1994 funding level for these 
progtamS). There is no annual inflation adjustment to Ibe new "Tempor.try Family 
Assistana: Grant," ""d the nxluctioo over seven years for these programs is approximately 
$11 billion (CBO estimate). Tho SenaI!: version lumped more progranIs into their 
Tempor.try Family Assistance GroIt (AFDC, Emergency Assistance, JOBS and Child Care), 
while the House bill ooru:olidat.ed Child Care ptOgWIls under. separate block grant. 

Fewer Mtm4tJJ:es-A 'positive aspect of the Senate bill is that it bas fewer Slrings on Stale 
spending. Requirements that minor mothers live at home, lite prohibition of benefits 10 
ehildren born on wdfare, and restrictions on assistance to pllt¢llts who fail to establish 
paternity are all dropped. Also, StaleS <:all choose wholber to pay cash assistance to non­
citi_ 1lunilies who lack sponsors. 

Work Programs 

participo1:ltJnEmes-By FY 2001, the Senate Fmance bill requiwl balf of single parents to 
participate in work/ttoining activities, which the Houscbill does by FY 2003. The Senate 
bill, however, lets Stales exempt certain categories of beneficiaries (up to about 60% of lbe 
adult easeload) up through FY 1998, by allowing them 10 extend cum:nt law ~ption 
categories. AftArr FY 1998, no exemptions will be allowed, and States faoc a very large 
inc:reasc in required participation. Slates not meeting the new rues may have their grant 
nxluced by s% the next fisca! year. The Senate bill require:. that States guarantee chUd care 
for recipients who need care for children under age 6 to participate in JOBS activities but 
ends this guanwce for ehildren 6 and over. 

CBO analysis raised a ""Iior issue durlpg Ibe Senate Fmance committee mark-up. CBO 
estimated S1ates would need ~ !otaI of S10 billion by FY 20()O (a full 60% of the block grant) 
to meet the set work llU'gets. leaving far fewer fonds to pay benefits. Further, eBO 
estimated that only 6 Stales would be able to meet Ibe new n'quirements and that the 
remainder instead would opt for the 5% gran! reduction penllty. Cbaionan Packwood Wl!S 
CQIlccrncd. bX tIIis finding. and feared the Administrntion ll:lluld criticize the lliisIation as 
setting unrealistic wod!; l!iiIli!:i.pation e.oals. He pledged to work with Senator Conrad to 
address CBO's findings, so it is possible that a Senate floor amendment somehow will alter 
the work portion of the block grant. 
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ChiItl Proteaivt PTtIgrtUIIS 

Taking a stance that lhc Administtation can support, the Senate rll\allce-passed bW !eaYe$ . 

cIlild protc::tive programs unchanged. (The House bill combined. capped and CUi Foster 
Caze. Adoption Assistance and other maiulatory child protective services by $2 billion over 
five years.) 

. . 
The SenaIe rlJlallCe bin has three major immigtant provisions: Ca) denial of S51 benefits for 
most immi&nmts; (b) dccmii.& of sponsor', income for certain programs, notably Medicaid; 
(e) authority for states to deny immigrants cash assistance. Whilc Senale Finance . 
immigration provisions apply to fewer programs, cuts are harsher than comparable House 
action, which bad comparatively more exemptions fOr 55! .. lid M<!dicaid. 

. 
SS111LstrictiJms-The bW ends SSI benefits for most immigrants. """"Pt tor: refog,ees and 
asylee$ (for five years); immigrants who haYe walked long enough to qualify for Social 
Security benefits;.veteraI!s and their $p01l.SCS and children. The provision takes effect upon 
enac1ment for new applicants and on January 1, 1997.for those cu:m:n!ly on the rolls. The 
!IOIIlcwhalless stringent House SSI provisions exempted more immigrants: those over 75; 
lawfu1ly admitted pcnnanent IeSidents who cannot natw:al.ize due to disability; refugees and 
vclCIanS.. CBO estima1e$ lhc Senale SSI immigration provision would save about $11 billion . 
over five years and about $17 billion over seven years. About 550,000 immigrnnu would be 
made ineligible for SSI benefits in the year 2000. 

MediCaid Reslrictions-The Senm Fmance bill deems sponsor's in<:Ome for programs 
authorized by lhc Socia1 Securil¥ Act for fiYe years OT lhc length of a sponsor's affldavit of 
support, whichever is longer. The pxovision includes Medicaid, which CUl'l'entIy laeks a 
deeming requirement. It is unclear how many immigrants would be affected and MedU::aid 

. savmgs estimabOS are not yet available. 

Supplmunial S.curit! Inco11le for OIiId,.,n 

Cash &nefiu-Under the Senate F'mance Committee bill. bel'lefits continue to be in the form 
of cash. (By conttast, the House bin limits cash benefits 10 those currently on the rolls and 
20-50% of the most severely disabled applicants. Services funded by block grants 10 States 
replace 7S~ of the value of lhc former cash benefits.) RetUning only cash benefits is a 
stance lhc Administration can support. . 

EIlglbllily &; ProgrrJm lnugriry--The Senate rlllance bill establishes ~ new more stringent 
definition of childhood disability !hat effeetive.ly reverses the SUpreme Court's 1990 ZLblry 
decision by raisin: the level of severity of impalnnent(s)net<led 10 qualify for SS!. The bill 
also require$ periodic e!lgt1:>ility n><Ietmninations 10 ensure • .bat SSI is not em>neously paid 
10 ineligible individuals. {The House bill has more severe eligibility restrictions.) 
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Cosl E!:timates-SSl children's provisions save about $7 billion aver five yean: and about $11 
billion over seven years. including the Medicaid and Food Stamp intcnctions. About 
250,000 =tly eligible children would be denied SSI in the y<N 2000. 

The Administtation c.ouId support tightened eligibility stlndards. but those in the Finance 
Committee bill are tOO stringent. We should take a position somewhere between Senator 
Moynihan's bill (which is ".strict .. the Finance Committe<') and Senator Conrad's bill 
(which has limited -reductions in the tolls). 

S~ Securfly /nCl)l1U! for Drug M4icts ami. AJcoAoIit:s 

The Senate Finance Committee'. bill. lllce the House bill. ""ds SSI eligibillty for individuals 
whose drug addiction or alcoholls.m is a 'contributing fuctor' to their disabillty. Under the 
Senate version. benefits would oontinue more !him a year longer but the Senate bill does not 
reinvest part of the savings into drug treatment and research. Savings are about $2 billion 
over five years and about $3 billion over 7 years (CBO), which are very similar to,House 
savings, ' 

C1d1il SuppOlt EnJorcemt//IJ 

The Finance bill adopt.s many Administration child support ,,,(orcemenl proposals ... does 
the House-passed bill, While there are some minor changes we'd like to make. !his is 
generally an area where we have achieved a great deaL 

, 
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~Draft 

June 2, 1995 

MEMORANDUM FOR THE CHIEF OF S"rAFF 

FROM: Carol Rasco, Alice RivJin, Laura Tyson 

SUBJECT: Welfare Reform .~ Time to Decide 

Summary 

Senate"Finance approved a welfare reform biB last week and we expect to see it on the Senate 
floor the week of June 12th unles's delayed by fights over allocation formulas, The bill is 
similar to the one the House passed. although marginally better. and if the Administration ~~ 

and the President ~- are going to influence the outcome we need to do it in the coming week 
or so. If the Senate endorses the key elements of the Finance hill there will be little 
opportunity to significantly change it before it comes to the President 

This memo describes the Finance bill and four big problems we think need to be addressed. 
We belIeve that senior offiCials should talk through the issues and strategy questions in the 
very near future. We1ve got to arrange a meeting with the President within the next few days 
to decide whether we should draw Hnes tn the sand. 

Finance COmnUttee Bill 

Closely akin to the House-passed legislation. the Finance bill woutd make dramatic cuts in 
many areas, impose unworkable work requirements, and end requirements that States match 
Federal spending. lL~nacted, this legislation would represent tile most serious cuts in 
W'.o.grams designed 19 SUPllOrt fLl11ilies and ehildnm in our Nation's hjstory. And given tile 
fact that Federal dollars are capped, it would only be the beginning ~~ things witt gel mu<:h 
worse in OUf next dOYlOtum. 

Specifically, the Finane bill would: 

o 	 Combine the current AFDC. Emergency Assistance, JOBS, and mandatory child care 
programs into a single, frozen block grant, with total funding set at FY 1994 levels, 

o 	 Require no State matching or maintenance of effort 

o 	 Limit benefits to five years (less at State option), with States allowed to exempt (0% 
of the <:aseload, 

() 	 Mandate tough ~~ and given the amount of funding, unrealistic ... work requirements. 

o 	 Make deep cuts in benefits to legal immigrants and SSI benefits. 



On the positive side. the Finance bilt is an improvement from the House version because it 
doesn't include aU the conservative "strings" unconditionally restricting benefits to teen moms 
and certain others. The child support enforcement reforms are similar to those the 
Administration proposed. And, in other improvements over the House bill. child protective 
services are untouched and SSI childhood disability reforms are less draconian. 

The Finance bill cuts funding nearly as deeply as the serious reductions in the House-passed 
bill. CBO's preliminary estimate is that the Finance proposal saves $26 billion o\'er five 
years (and $42 billion over seven), The House bill's savings were more than double these 
amounts. but include food program cuts which have nor yet been addressed by the Senate. 
The Senate's SSt cuts to legal immigrants are deeper. but other cuts smaller. (A more 
c;;omplete summary of the Finance hill is attached,) This level of cuts could do real damage 
and i~ is unlikely t~at States will mount effecth;e.welfare~to-work programs at this level of 
resources. 

In other Senate eommi"ee action, the Agriculture Commit1ee is scheduled to mark up 
legislation covering the food programs on June 7th for possible inclusion in the Finance bilt 
when it goes to the Floor. Our efforts appear 10 be successful in stopping both th,? Food 
Stamp and nutrition block grants ~~ although a State option to block grant Food Stamps may 
be mduded, The Agriculture Committee wiH still need to find very sizable savings from the 
programs to achieve its targets, The Labor and Human Resources Committee approved 
reauthorization of the discretionary Child Care and Development Block Grant, \1.1th relatively 
little change from the current authonzation~ this may also be added on the Floor as an 
amendment to the welfare bilL [n addition to action on assistance to immigrants by Senate 
finance, legislation with implications for benefits to immigrants may be forthcoming from 
Senator Simpson's Judiciary subcommittee; this may also be added on the Floor. 

Demt)CFais' Allematives 

Democrats offered alternatives at the Finance Committee markup, all of which were defeated. 
It's not clear yet if they win be united for floor action, though efforts are being made. 
Senator Moynihan introduced a bill that makes a statement rather than serving as the possible 
basis for negotiations with Republicans; Moynihan Ylould clearly prefer the President veto 
whatever legislation the Congres"s produces, Moynihan's bill would continue AFDC as an 
individual entitlement. expand work and training requirements, and increase funding for 
JOBS. It has an estimated ~ (which is offset) of approximately SS,billion over five years. 

A Democratic leadership group (Daschle. Breaux, and Mikulski) has announced plans to offer 
an alternative on the Senate Floor, They have not formally submitted legislation, but , 
preliminary indications are that their plan would continue the AFDC entitlement but with two~ 
years~and·work and five--years-and--out provisions (with certain bardship exemptions). The 
JOBS .program would be repJaced by a block grant Work partjcipation rates would rise 
significantly by 2000, and Slates would'receive bonus payments: for reaching certain 
employment and dura,ion~or~employment levels. Democratic alternatives have no chance of 
passage. Indeed. it doesn't appear the Democratic alternatives will stop several Democratic 
Senators ftom supporting the Finance bill. Already> Senator Baucus vote~ for the bill in 



Committee. 

Issues 

The central question in the debate thls year has been whether to retain the entidement to 
AFDC benefits. It appears this question has been settled on the Hill ~~ the entitlement is 
gone. There ~e certain protections that the entidement provides that are lost under the 
capped, frozen block grant approach in tbe Finance bill. For one, the current program is: 
based upon a FederaliState funding structure, which requires States to pay a portion of' 
benefits to the impoverished. For another, th~ entitlement aUows the program to expand as 
necessary to meet the increased need during times of economic difficulty. If we are ggins. to 
consider ending the individyal entitlement. we must address these m'o cornerstone issues. 
Specifically: 

o 	 State Match Requiremems The finance bill, like the House~passed legislation, does n 

not require States to continue contributing their own funds to AFDC's successor block 
grant program, There is not even a requirement that they maintain their current level 
of effort, States can withdraw their own funds, purge large numbers of current 
recipients from the rolls or .cut benefits and avoid the investments needed to help 
people become self-sufficient fdeatiy. we should retain the existing state match 
requirement to maintain incentive'S for States to provide support. At a minimum. we 
need to insist on a maintenance of current effort requirement to fight against the "race 
to the bottom" incentives in the Republican bills, An alternative would be inclusion of 
a mechanism in the bill that cuts Federal payments if a State reduces its own spending 
below 1994 levels, 

o 	 Counter~Cyclical Adjustment ~'" The Finance hill. again like the House~passed bIH, 
freezes the level of the new block grant in future years. Should the country go into a 
retession ~- or should some region suffer economic distress -- it offers IjttIe in the way 
of added assistance to meet increased need. The Finance bill creates a very modest 
one-time $1.7 billion Ofrainy day!! revolving loan fund to help States during recessions 
but it requires that any funds distributed be repayable with interest This is 
inadequate. There is no guarantee that a State's economy will have improved by the 
time it must repay its loan from the fund or that it will be able to borrow the amount 
required to maintain current benefits. The bill shQuld provide ..some adjustment for 
increasing A State's allocation based upon an increase in the number of poor children 
Qr on unemnloyment Of demographic factors. (Senators from States with growing 
populations. generally in'the Sunbelt. are already asking for the bill to be amended to 
provide beller protection for their allocations in we outyears.) 

Once these two issues are addressed, there are two additional issues with the Finance bilt that 
also need to be addressed: 

o 	 Size of Cuts As noted above, the Finance bill cuts almost as deeply as the House­n 

passed hill. In recent discussions with the President, we have talked about savings 
from these programs at less than half the level of the Republican bills as being 



a~ceptable. The AFDC/JOBS cuts preclude the establishment of effective welfare-to­
work programs. The immigrant cuts are simply immense and the nutrition cuts go too 
far as well. The cuts in the Senate bill are too much to take out of poverty programs 
and we need to try to mitigate them. 

a 	 Workable Work ReQuirements -- The 'Finance bill has serious work requirements. 
Meeting them would be quite difficult even with considerably more resources. By the 
year 2000, almost 2 million people would have to be working or training, unless States 
cut people off and reduce caseloads. But there are less resources than under current 
law.' CBO, in fact, estimated that to meet the requirements would take up such a 
substantial portion of the block grant funds that only 6 States could manage it. 
(Chairman Packwood seemed surprised by CBO's report and may be willing to make 
some adjustments to the bill before taking it to the Floor.) We should insist on more 
support for training and on SPlitting the block grant in two so that benefit funding is 
separate from services funding. 

Without these changes, there is a very high likelihood that this bill will increase poverty and 
harm children. The combination of dramatic federal cuts in many areas, the unworkable work 
requirements, and the end of match rules open the possibility of even larger cuts at the State 
level and a very harmful race to the bottom. And as budget 'caps get tighter and tighter, the. 
pressure to cut Federal spending on the block grants further is likely to increase. 

There are other issues with the Senate bill but we believe they are not as important to fix. 
The four above are what we need to focus on. HHS may suggest some other issues such as 
insisting on protections for children in families effected by the time limits or increasing the 
percentage of the caseload States can exempt from the time limits. They may also suggest 
mandating a State provide equal treatment to children on a statewide basis or even an 
alternative funding structure that is based on a capped per case amount. We need to hear out 
the HHS concerns. 

Conclusion 

We recommend we arrange a m~eting for as early this week as we can with appropriate 
senior Administration officials to talk through these issues and develop a strategy. Important 
questions: 

o 	 Is there agreement that the four issues we list are the most important? 

o 	 What specific changes would we advocate to the Senate bill? 

a 	 What's the best method for seeking them? 

o 	 Do we explicitly threaten to veto the bill over any or all of them?' 

a 	 How do we best integrate our strategy with the Senate Democrats? 



Senate Finance Wt:/fal'e Bill - SUlffltUlty 

AFDC and Work·Relaled Programs 

Combined Black Gtanl-~The bill approved by the Finance Committee combines AFDC. 
Emergency Assistance> JOBS> and three mandatory child care programs into a single, level .. 
funded block grant of $16.8 billion (which represents the FY 1994 funding level for these 
programs). There is no annual inflation adjustment to the new "Temporary Family 
Assistance Grant,'" and the reduction over seven years for these programs is approximately 
$11 billion (CSO' estimate). The Senate version lumped more programs into their Temporary 
Family Assistance Grant (AFDC, Emergency Assistance, JOBS and Child Care), while the 
House bill consolidated Child Care programs under a separate hlock grant. 

Fewer Mandates~~A positive aspect of the Senate bill is that it has fewer strings on State 
spending. Requirements that minor mothers live at home. the prohibition of benefits to 
children born on welfare, and restrictions on assistance to parents who fail to establish 
paternity are aU dropped. Also. States can choose whether 10 pay cash assistance to non~ 
citizen families who lack sponsors. . 

Work Programs 

Participation Rates--By FY 200}. the Senate Finance bill requires half of single parents to 
participate in workltraining activities. which the House bill does by FY 2003. The Senate 
bill, however, lets Stales ex.empt certain categories of beneficiaries (up to about 60% of the 
adult caseJoad) up through FY 1998, by allowing them to extend current law exemption 
>categories. After FY 1998, no ex:~mptions will be allowed and States face a very Jarge 
increase in required participation, States not meeting the new rates may have their grant 
reduced by 5% the next fiscal year. The Senate bill requires that States guarantee child care 
for reciptents who need care for children under age 6 to participate in JOBS activiries but 
ends thtS guarantee for children 6 and over . 

. 
CBO analysis raised a major issue during the Senate Finance committee mark~up. CBO 
estimated States would need a total of S10 billion by FY 2000 (a full 6001. of the block grant) 
to meet the set work targets, leaving far fewer funds to pay benefits. Funher, CBO estimated 
that only 6 States. would be able to meet the new requirements and that the remainder instead 
would opt for the 5% grant reduction penalty. Chairman Packwood was concemed by this 
finding. and feared the Administration would criticize the legislation as seuing unrealistic 
work carticipation goals. He pledged to work \\1th Senator Conrad to address CBO's 
findings, SO it is possible that a Senate floor amendment somehow will alter the work portion 
of tn. block grant. 

Child i'rotecJjve Programs 

Taking a stance that the Administration can support, the Senate Finance~passed bill leaves 
child protective programs unchanged. (The House bill combined. capped and cut Foster Carc, 



AdoptIon Assistance and other mandatory child protective services by $2 billion over five 
years.) 

lnunigrant Assistance 

The Senate Finance bill has three major immigrant provisions: (a) denial of SST benefits for 
most immigrants; (b) deeming of sponsor's income for certain programs, notably Medicaid; (c) 
authority for states to deny immigrants cash assistance. While Senate Finance immigration 
provisions apply to fewe~ programs, cuts are harsher than comparable House action. which 
had comparatively more exemptions for SSI and Medicaid. 

SSI ResJrictions--The bill ends SSt benefits for most immigrants. except for: refugees and 
asylees (for five years); immigrants who have worked long enough (0 qualify for Social 
Security benefits~ veterans and their spouses and children. The provision takes effect upon 
enactment for· new applicants and on January I, 1997 for those currently on the rolls. The 
somewhat less stringent House SST provisions exempted more immigrants: those over 75; 
lawfully admitted permanent residents \\,no cannot naturalize due to disability; refugees and 
veterans. ceo estimates ~e Senate SSI immIgration provision would save about S 11 billion 
over five years and about $17 billion over seven years, About 550,000 immigrants would be 
made ineligible for SSI benefits in the year 2000. 

Afedicaid Reslrictions-The Senate Finance bill deems sponsor's income for programs 
authorized by the Social Security Act for five years or the length of a sponsor's affidavit of 
support, whichever is longee The provision includes Medicaid, whjch currently lacks a 
deeming requirement It is unclear how many immigrants would be affected and Medicaid 
savings estimates are not yet available, 

Supplemental Security Income for Children 

Cash Benefi,s~~Under the Senate Finance Committee hill. benefits cOI1tinue to be in the form 
of cash, (By contrast. the House bill limits cash benefits to those currently on the rolls and 
20-50% of the most severely disabled applicants. Services funded by block grants to States 
replace 75% of the value of the former cash benefits.) Retaining only cash benefits is a 
stance the Administra[ion can support. 

Eligibility & Program Integrity--The Senate Finance biH establishes a new more stringent 
definition of childhood disability that effectively reverses the Supreme Criun's 1990 Zehley 
decision by raising the level of severity of impairment(') needed to qualify for SS!. The bill 
also requires periodic eligibility fe-determinations to ensure that SSI )s not erroneously paid to 
ineligible individuals. (The House bill has more severe eligibility restrictions,) 

Cost EstimaleSR-SSI children's provisions save about $7 billion over five years and about SJ 1 
billion over seven years, including the Medicaid and Food Stamp interactions, About 250,000 
currently eligible children would be denied SS! in the year 2000. 

The Administration could support tightened eligibility standards, but those in the Finance 



Committee bill are too stringent. We should take a position somewhere between Senator 
Moynihan's bill (which is as strict as the Finance Committee) and Senator Conrad's bill 
(which has limited reductions in the rolls), 

Supplemental Security Income fol' Drug Addicts and Alcoholics 

The Senate Finance Committee's bill. like the House bill. ends S5I eligibiJity for individuals 
whose drug addiction or alcoholism is a "contributing factor" to their disahiHty, Under the 
Senate version, benefits would continue more than a year longer but the Senate bill does not 
reinvest part of the savings into drug treatment and research. Sa"'ings are about 52 biUion 
over five years and about $3 billion over 7 years (CBO). which are very similar to House 
savings. 

Ciliid Support Enforcement 

The Finance biB adopts many Administration child support enforcement proposaJs, as does the 
House~passed bUt While there are some minor cbanges we'd like to make, this is generally 
an area where we have achieved a great deal 
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WELFARE REFORM 

Senate Prospects 

The Senate Republicans Increasingly support block grants for the AFOC, Child Care, and possibly 
Food Stamp programs with major flexibility for States and few of the mandates induded in the 
House- passed bill. Governors Thompson and Engler actively promote such a proposal. These 
block grants do not require a State match, eliminate the AFDC entitlement and provide little 
Incentive for States to invest in services for the poor. In addition, the final outcome of the Senate is 
likely to result in significant savings, probably dose to the House total of $65 billion over 5 years. 
Mark-up may being In mid-May 

Senate Democrats such as Oaschle and Breaux have begun working on an alternative. It would 
con~nua the individualentmement with a strong focus on work and training activities. The 
AFOC-replacement would remain an open-ended entitlement with State match requirements, but it 
would grant States new and potentially costly flexibility. Jobs, training and child care programs 
would be provided, with bonus funds allocated on a performance baSis. 

Strategy 

If the Administration is to significantly influence the most sweeping changes in welfare in decades, 
we must quickly develop a policy pOSition from which to negotiate. If we are not involved in these 
diSCUSSions, our opportunily to influence the bill diminishes markedly. The Administration needs to 
focus on and to articulate a few key principles in negotiating with the Senale: 

Preserve a Uniform Safety Net of Protection. It is essential that a basic federal benefit 
continue. At a minimum, the food stamps program should continue In ils current form to help offset 
reductions in other benefits. It is questionable whether AFDC <:an continue as an individual 
entitlement. 

Counter-Cvclical Response. Irs simple -- when the economy gets worse, more people 
need assistance. Any welfare block grant must take into account changes in the economy. 

Slate Flexibility Coupled with Continued State Match. Without assurances that States will 
continue to conltibute, the cuts in benefits and services could be even more severe than they 
originally appear to be. 

Work. As the President has made clear, the central point of welfare reform should be to 
make it truly a system to transition people from welfare to work. We need incentives for states to 
invest In these activltes. 

Deficit Reduction. We can reform these programs and achieve significant budget savings. 
Any alternative could save about $40 billion over five years. 

Our Next Steps 

To influence the debate, we suggest senior HHS, USDA and WH officials should meet to (1) finalize 
the key principles for a compromise and (2) to develop a plan for dealing with the Senate 
Republicans. 
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TO: Leon Panetta 

mOM: Alice Rivlin 

RE: ~ 

Welfare reform is likely to come up duri~g the preSident'~\ 1wt~ 
weekend discussions with Senate Democrats.. I wanted to g:ive you r-
some background and make a few suggestions about it. _~ 

Senate Republicans are increasingly supportive of 
eliminat1ng the AFOC program and establishing a capped cash 
assistance block grant in its place. This would end the ~ 
individual entitlement to AFDC. The block grant would have few 
of the nasty mandates contained in the House-passed welfare bill 
but also would not have a state match requirement. The 
Republicans may also want to convert food stamps into a block 
grant -- a ~tep the House didn't take -- but this is more up in 
the air at the moment. Senator Packwood endorsed a food stamps
block grant this week. 

Senate Democrats, lead by Daschle and Brea~. have been 
working on an alternative that would maintain the individual 
entitlement to AFDC while giving States much more flexibility 
than they currently have. Their draft proposal would, like our 
own proposal, focus on work and training for welfare recipients 
and includes some interesting State incentive features. It also 
continues State matching requirements. Unfortunately, it appears
clear that this alternative has no chance of passage and shows 
little signs of generating bipartisan effort. 

The Senate Republicans are quickly coming together on their 
approach. The Wh'ite House needs to have a negotiating strategy 
on welfare that allows us to engage Senate Democrats and, 
especiallYI Senate Republicans. Tomorrow is an opportunity for 
the President to discuss the issue with Democrats so that we can 
move forward as soon as possible. The Senate Republicans are 
coming together on their approach. 

It seems important to ~e that the President take advantage 
of this weekend's discussions to send some very important.
sig::.a::.s: 

Support the emerging Senate Demoeratie eroposal. The best way to 
get posltive cfianges 1n the Senate Repuo!ican bill would be for 
Democrats to come together behind a Democratic alternative. 



II 

·Wa need a safety net. Food stamps is the best universal program 
to ass 1St the poor. We should make clear that a block grant is 
unacceptable for food stamps. The Arne block grant in some form 
-- while unpalatable -- may be inevitable., If so, then we need 
to find ways to improve the Republican proposal. 

Protection during bard times. The Republican block grant
proposals threaten the ability of our poverty programs to meet 
the increase in need during economic downturns. We need to 
maintain the "automatic stabilizer" nature of the individual 
entitlement or t if a block grant is inevitable, work to include a 
mechanism to increase funding during hard ti~es. 

Wepeople from welfare to work. 
also need to ensure that States continue to contribute to 
programs that support those in poverty. 

Focus on work. Any welfare reform has to move people to work, 
not simply cut them off. We applaud the efforts of Senate 
Democrats to push for positive incentives for States to 
transition recipients to the workforce# 

Budvstatf ,saviD¥S. In the current environment, welfare reform 
leg1s1a~on w11 have to include significant budgetary savings to 
pass the Congress. The House-passed bill has $65 billion in cuts 
lover 5 years); the Senate Republicans are likely to support a 
lower -- but only slightly -- level of savings. While these 
represent deeper cuts than are' acceptable, we need to signal our 
acceptance of the. need to find some savings in these programs. 


