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MEMORANDUM FOR mE PRESIDENT 

Introduction 

The purpose ofthis memorandum is to provide a summary of: 

• 	 what we know now about the effects ofwelfare reform~ 
• 	 what we know about the implementation ofwelfare reform, including State policy 

and spending choices; and 
• 	 whal implications this information has for the next sleps and Ihe unfinished agenda of 

welfare reform. 

Welfare reform has been successful in moving many, many flunilies from welfare to work. Yet, 
the available evidence suggests that there are "wiJUlers" and "losers" among welfare families
some families are benefiting substantially from the new incentiv~ requirements. and 
opponunilies and others are being left behind. And while a variety of studies show positive 
impacts on earnings, many parents leave welfare for work yet 'till do nOl earn enough to raise 
Iheir families out ofpoverty. Our challenge now is to make work pay so that no working family 
is forced to live in poverty. 

In order to achieve this full promise of welfare refonn, we need to focus attention on supponing 
working families through a range ofstrategies, including health insurance, child care, Food 
Stamps, and other supports, so that families who leave welfare for work that may be low-wage 
and less than full-time are able to support themselves and their children. We also need to 
strongly encourage States to focus policy attention and resources on those families who remain 
on welfare and need more intensive services, including substance abuse and mental health 
services, domestic violence services. and sup-ported work. Finally, we need to continue our 
~fforts to ensure that legal immigrant families are treated fairly. 

The Researcb Evidence 

Despite the broad array of ongoing research about welfare reform, it is still early and our 
knowledge in many areas is still limited. We know a lot about effects on employment and 
earnings, but we know little about effects in other domains, such as child well-being or family 
structure, and we know very little about low-income families who do not enter Ihe welfare rolls, 
Also, welfare reform has been implemented in the context of. strong national economy, so we 
know little about the effect ofwelfare reform in other economic circumstances, 
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Employmeoll!!Jd Earning:; 

There is solid and consistent evidence from a variety of sources that welfare reform has 
increased the average employment and earnings ofwelfare recipients. This finding. that welfare 
reform and the strong economy have indeed bed a positive impact on work, is the most solid of 
the research findings we have, because h comes from so many differem sources. 

Experimental studies of State waiver demonstrations and other work programs that are very 
similar to TANF programs show consistently positive impacts on employment and earnings'. 
Recent results from specific State programs at the upper range show employment increases in 
the range ofabout 7 to 29 percent, and earnings increases ofabout 16 to 27 percent. For 
example, in the evaluation of the Minnesota Family Investment Program (MFIP), earnings 
for single-parent long-term recipients in urban counties increased by $1,041(26.9 percent), 
and the Feent ever employed increased by 17.0 percentage points (28.8 percent) over 18 
months. .. -- . '. 

• 	 TANF administrative data from 39 Stales shows a 30 percent increase in employment among 
TANF recipients in the fourth quarter ofFY 1997, compared to the first three quarters. Over 
the same period, the average earnings ofthose employed increased by 17 percent, from $506 
to $592 per month. 

• 	 Analyses ofdata from the Census Bureau's annual Current Population Survey (CPS) indicate 
• clear pattern onncreased employment. The March employment rate of previous-year 
AFDC adultre<:ipients increased from 19 to 25 percent between 1992 and 1996, and jumped 
to almost 32 percent in 1997. Also, the March employment rate of single mothers whose 
previous-year income was under 200 percent ofpoverty rose from 44 percent in 1992 to 54 
percent in 1997, with average annual increases in 1996 and 1997 twice as large as in the 
previous 3 years,:; 

rub., Impact. ofWelfe.re Reform 

The evidence about impacts on family income, on food security and hunger, on health insurance 
stalu., on child outcomes, and on other family experiences, are much less clear at this point. The 
best r.ading ofthe available evidence suggests that heeause the hase!ine levels ofemployment 
and earnings for welfare recipients are so low, even with substantial increases most liunilies 
exiting welfare continue to he poor; and that while some families are henefiting dramatically 

Fein, David et al, India:tla Welfare RefQt1tJ Evaluation: Program Implementation andEconomic Impacts 
After Two Years, Abl Associates, Inc.• November 1998 

Bloom. Dan et al, The Family Transition Program: Implementation and Interim Impacls ofFlorida's Initial 
Time-Llmlred Welfare Program, MDRC, Aprl1199ft 

Miller, Cynthia ct al.Making Welfare Work and Work Pay: Implementation and 18-MOIfth ImpaclS o/the 
Minnesota Family Investmenf Program. MDRC, October 1997. 
2 Miller, Cynthia et aI, Making WeI/an" WaI'k and Work Pay: ImplementOlion and 18-Mcmth Impacts of1M 
Minnesota Family InYestmel'lJ Program. MDRC, October 1997. 
3 U. S. Departmen1 of Health and Human Services, Adminisnation for Children and Families, Temporaf')' 
Assistance for Needy Families (l'A.'NF) Program: First AnnualRepol1 to Ccngre.tt, August 1998, 

http:Ccngre.tt
http:ofWelfe.re
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from the new incentives, requirements and opportunities. others are being left behind. However! 
current evidence does not support the hypotheses that large numher. of people are becoming 
homeless or that more children are heing moved into foster care (s .. helow). 

• 	 Results from waiver demonstrations and studies ofrecipients wbo left welfare ("Ieaver" 
studies) for the most part indicate that aYer"8e family income has heen unchanged with some 
families increasing their income but niher. experiencing declines. For .""mple. 2-year 
impacts on clients assessed as "job-ready! from Indiana's waiver demonstration showed 
earnings up 17.0 percent ($1,374) lind quarters ofemployment up 12.8 percent, but total 
combined income from earnings and benefits was unchanged.' 

• 	 When earnings are combined with the EITC lind olher henefits, most families who go 10 
work would have a higher income than if they had remained on welfare. In the average 
State. a woman with two children could be better offwQrking 20 hQUri II week than Ibe 
woold be on Wi'lfare. However, not all eligible filmilies are 8J)Cessing tax credits and 
benefits, such as Food Stamps, child care, and transportation subsidies. In some cases State 
policy choices may have the effect of restricting families' access to Food Stamps and 
Medicaid. 

• 	 There is some early evidence that the most disadvantaged families may he losing income. 
CPS data indicate that real average family income for the bottom quinlile of female-headed 
families with children declined between 1995 and 1997, after increasing from 1993 to 1995.' 

• 	 Some individuals leaving welfare may earn too much to qualify for Food Stamps, or they 
may be unaware of their eligibility. For ..,.mple, a South Carolina leaver study found that 
17 percent reported having had no way to buy food some of the time since leaving TANF. 
(This was tme of nine percent while on TANF.) Having ajob did not reduce the probability 
of not having a way to buy food o 

Another area of concern is the impact ofwelfare reform on child well-being in such areas as 
adequate shelter, health and development, family stability and other outcomes. In particular, 
we need to measure effects on child health and development, foster care and child abuse. 
There are no early indications that rates ofthe latter two have increased with welfare reform. 

<I Fein. David et allndlana Welfare Reform EvaJuaJion,' Progmm lmplementatitm and Eronomlc Impacts 
After Twc Years, Aht Associates, Inc.. November 1998 

South Carolma. Department ofSoclal Services. SurwyofFormer Family Jndependenee Program Clien/s; 
CostsCl<>sed DvrlngApriIThroug/lJune,1997.July 1m. 

canclan. Maria ct aI. Post-Exit Earnings and Benefil Receipt Among 1iuJse Who Left AFOC in Wisc()J'lSin. 
lruitl!U!e for Researcb onl'<lv<tty, u_ryofWi=osin-~ October 1998. 

Bloom.. Dan et aI. The Family Transilion Program: implementation andlntl:rim Impads ofFlorida '$ Initial 
Time-Limited We(f"'" Program. MDRe, April 1998. 

Fein. David. and Karwcit., Jennifer. The ABC Evaluation: The Fnrly Economic Impacts a/Delaware '$ A 
Ikffer Chance Weif_ Reform Program, Aht Associates, Inc., Dea:mber 1997. 
, llavier, Rkhard, "An Early Look at !he Elf""" .fWelfare Refonn," unpublished IlIilIllISCriPL 
I) South Carolina. Department ofSoc:ial SefVic:es. Surveyof Fonner Fomlly Intkptndence Program Clients; 
Casu C/()$ed DuringApril TbroughJrme, 1997, July 1998. 
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A 1997 Maryland study found that, of the 1,810 children in their sample offamilies leaving 
welfare, only 3 children, in one family, had been placed in foster care in the 3-6 months of 
follow-up. The recently published Wisconsin report found that 5 percent ofrespondents - 19 
families - reported that since leaving welfare they have had 8 child live with someone else 
because they couldn't care for them, but almost as man~ respondents - 16 families - reported 
that this had happened to them before they left welfare. We are investing in additional 
research on child outcomes under welfare reform. and reports will be available over the 
coming months. 

• 	 We are currently supporting research in a number of other areas where we do not yet have 
results to reJX?rt. For example, we do not yet know what the full impact of time limits will 
be, as only a small fraction of recipients have reached them. Over the next four years, an 
increasing share ofthe caseload will come up against them. We are also currently 
undertaking studies to increase our limited knowledge of how families are faring in which 
there are persons with disabilities, substance abusers, or victims of domestic violence. 
Finally, early research is not yet available on the effects of welfare reform on child health 
and development. 

Participation in Medicaid and Food Stamps 

Enrollment in both Medicaid and Food Stamps has fallen recently, for a variety orreasons. 

• 	 Because of your efforts, Medicaid coverage has been preserved to a substantial extent under 
welfare reform. Nonetheless, Medicaid enrollment dropped by about I million from 1996 to 
1997. There are many potential reasons for the decline, and we do not have any definitive 
answers about why it has occurred. Improvements in earnings and employment resulting 
from the strong national economy have probably played an important role in this decline, 
making it possible for some low-income Medicaid families to find jobs that offer health 
insurance. It is also important to note that, while Medicaid enrollment has declined, the 
number ofpeople under the poverty level who are uninsured has not increased from 1996 to 
1997. Changes in attitudes toward public assistance may also be playing a role in falling 
TANF, Food Stamp, and Medicaid caseloads. 

However, as States change how they deliver cash assistance, we need to be concerned that a 
variety of other factors might be affecting Medicaid participation. These include: 
termination of the long-standing programmatic linkage between eligibility for cash assistance 
and Medicaid; potential barriers to enrollment for working families (e.g., limited application 
sites and hours of operation); and confusion about the eligibility of legal immigrants and their 
citizen children. Finally, as States continue to experiment with strategies that encourage 
families to seek employment prior to applying for TANF, some eligible adults and children 
may be diverted from Medicaid, and may not even know they are eligible. 

, 
Bom. C. ct aI. Life After Welfare. Family Investment Administration, MDHR and University of Maryland 

School of Social Work. September 1997. (This analysis was not repeated in the later reports in this series.) 
Survey ofThose Leaving AFDC 01' W-2 January to March 199B, Preliminary Report.. Wisconsin 

Department of Workforce Development, January 1999: 
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• 	 Food Stamp participation feU from an average of27.4 million persons in 1994 to 2U million 
persons in 1997 -. drop of5.9 million. During this same period, the number of persons 
living in poverty fell by only U million, from 38.1 million to 36.6 million. Since 1997. 
Food Stamp participation bas dropped even further to 18.6 million persons in December 
1998. Part ofthis drop is due to the new restrictions on Food Stamp partiCipation by certain 
legal immigrants and able-bodied unemployed ad"lt. without dependent children. Also. 
many eligible individuals ',nay erroneously believe that once they leave or are diverted from 
TANF they are also ineligib"e for Food Stamps. In addition, many ofthe factors cited forth. 
decline in Medicaid participation also apply to Food Stamps. While immigrants and able
bodied unemployed adults without dependent children account for a significant portion of the . 
decline in Food Stamp participation, 60 percent oflbe decline can be attributed to fewer 
AFOCfTANF participants. 

Legal immigrant families were among those most at risk after welfare reform. Their 
disproportionate declines in participation are consistent with anecdotal reports we have received 
about the chilling effect ofpublic charge policies and confusion over changing eligibility 
requirements on the use of benefits by leg.1 immigrant families. The findings lend support to 
our interagency efforts to develop clear guidance on public charge policies, and they provide 
support for tbe Administration's recent accomplishments and current budget proposals to restore 
certaln benefit. to vulnerable legal immigrants. We also have research efforts underway in New 
York City and Los Angeles that are studying the situation oflegal immigrants' 

§tate Policy Choices 

State. have a wide array ofchoices when it comes to designing their programs. However, the 
primary focus of State policy choices continues to be encouraging, requiring,. and supporting 
work. A major study ofthe implementation ofwelfare reform noted that the pervasive changes 
in social programs since enactment oflbe Personal Responsibility and Work Opportunity 
Reconciliation Act "have OCCUfTed in large part because strong ,ignals have been sent by 
governors and State legislators that a wori<-based approach to welfare reform i, no longer just 
one Federal priority among many but is now a central objective within each State.'" Almost all 
of the States have moved to "Work First" models, requiring recipients to move quickly into 
available jobs. 

Beyond the focus on work. three other themes stand out about State policy choices: 

• Zimmennan, Wendy and Mk:l1a.cl Fix. Declining Immigrant ApplicaJions/aT MediCal and Welfare Benefits 
in LMAnge/es County, The Urban 1nsti<Ul<, Was1linjton. D.C., July 1998. 

Fix, Michael and Jeffi'ey S. Passel, Trends in Noocitiun 's and Cilizen's Use ofPublic Benefits Following 
Welfare lIttform, /994", /997. The Urban Insti..... March 1m. 

Nathan, Richard p, and Gals, Thomas L., Implemeniation a/the Personal RespansibilityAct of1996; 
Federalism -.Group, The Nelson _feUer InstiIUU> of Gov-. Stale Univemty .fNew York. 
9 

http:Mk:l1a.cl
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• 	 A. envisioned in the statute, there i. considerable variety in the choices States have made 
about policies such as time limits, sanctions, diversion, and policies for families who face 
specific barriers to work, There i. no single. typical program, 

• 	 Siste choices about TANF policy and implememation can affect families' ability to receive 
other benefit. for which they are eligible (such as Medicaid and Food Stamps), sometime. in 
unintended way., The "delinking" ofeligibility for Medicaid and TANF, for example. offers 
States both challenges Red new opportunities, When families learn they can receive 
Medicaid coverage without having to r«>live welfare, they may be less likely to turn to 
welfare in the first place, Therefore, we must be clear that Stllles are accountable for 
ensuring access to these benefits for eligible families, 

• 	 Many States have not yet reinvested the TANF resources freed up by declining casoload. to 
help families with more intensive need. (for example, families with. disabled parent or 
child, families with. member who need. substance abuse or mental health treatment, 
families suffering from domestic violence) move to self-sufficiency before the time limit. 
take effect, We must keep challenging Stat•• to make these investm.nts, while at the same 
tim. protecting the TANF resource. in the Congres., 

Making Work Pay and Requiring Work 

States have enacted policies to make work pay, generally by incr ..... ing the amount of earnings 
disregarded in calculating welfare benefits, Forty-seven States made changes to simplify and 
expand the treatment of earnings compared to the AFDC treatment In conjunction, all State. 
have raised their limits on assets and/or vehicles so that families do not have to get rid ofa 
vehicle that may be their only transportation to work and so that they can accumulate savings. 

Parents or caretakers receiving assistance are required to engage in work (as defined by the 
State) within 24 months, or shorter at State option, Most States have opted for a shorter period, 
with 23 States requiring immediate participation in work; 8 Stales requiring work within 45 days 
to 6 months; 17 States requiring work within 24 months; and 3 Stales with other time frames for 
work In addition, some States use a narrow definition of"work," whereas others allow for a 
broader range ofactivities, including training or volunteering, There is no Federal penalty 
associaled with failing to meet this requirement, sc States have considerable flexibility in how 
they structure and enforce it Many States have chosen to treat this requirement .... a broad goal 
for the system, and we are Dot aware ofany State except Pennsylvania that is treating it as a strict 
time limit that could lead to termination ofindividual families from assistance, 

Another major feature of State policy regarding work is the increased use of sanctions jf. family 
fails to participate in required activities. While we do not have good national data at this point, 
the State waiver studies suggest that there is much more aggressive State use ofsanctions under 
welfare reform, For example. waiver demonstrations indicate that. demonstration county in 
Florida increa.sed its sanction rate from seven to thirty percent and Delaware', sanction rate 
increa.sed from nearly zero to fifty percentI. Under PRWORA, jfthe individual in a family 

Bloom.,. Dan et at. The Family TranSition Prcgran;: /mplemenJalUm and &uly Imptrtso/FlQridO'4/niliaJ 
Time-Limited Welfare Program, MORe. May 1997. 

Fein., David., and Karweit, Jennifer, The ABC Evahmtion: The Etuly Ec:<Jnomic impacts Q/Delaware '$ A 
Belter Chan~ Welfare Reform Program, Abt Asoociates. blc.. Dt<::etnber 199t 
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receiving assistance refuses to engage in required work. the State has the option to either reduce 
or temtinate the amount of assistance payable to the family, subject to good cause. Thirty-eight 
States have elected to terminate the amount of assistance payable to a famity for not cooperating 
with work requirements (typically after several infractions), and thirteen States have chosen to 
reduce the amount of cash payable to a family. 

Time Limiting Assistance 

State policies related to time limiting assistance to a family vary greatly. States have chosen the 
following time limit policies: 

• 	 27 States use the federal time limit (Alabama, Alaska, Colorado, District of Columbia, 
Hawaii, Iowa.. Kansas, Kentucky, Maine, Maryland, Minnesota.. Mississippi, Missouri, 
Montana, New Hampshire, New Jersey, New Mexico, New York, North Dakota, Oklahoma, 
Pennsylvania.. South Dakota.. Vermont, Washington, West Virginia.. Wisconsin, and 
Wyoming); 

• 	 6 States (Louisiana, Nevada, North Carolina, South Carolina, Tennessee, and Virginia) have 
chosen "intennittent" time limits with a lifetime limit of60 months (for example, Louisiana 
limits TANF receipt to 24 months in any 60 month period, with a lifetime limit of 60 
months); 

• 	 8 States have chosen a lifetime time limit shorter than the federal limit (Arkansas. 
Connecticut, Delaware, Florida, Georgia, Idaho, Ohio, and Utah); 
5 States have chosen options involving supplements for famities reaching the federal time 
limit (Illinois, Massachusetts, Michigan, Nebraska, and Oregon); and 
5 States have chosen time limits for adults only (Arizona.. California.. Indiana.. Rhode Island, 
and Texas). 

Diversion 

Many States are experimenting with a variety of strategies to divert families from receiving cash 
assistance. These strategies are quite diverse and include lump·sum cash payments, where 
families receive a payment sufficient to resolve an immediate emergency (such as a car 
breakdown) and keep the family working and off of cash assistance; applicant job search, where 
the applicant is required to look for ajob for some period of time (with or without structured 
assistance from the welfare office) before receiving benefits; and other alternative support 
services (such as linkages to child care or community resources). These strategies are quite new 
and there is little research yet on their effects. 

However. a recent study, funded by the Department, has examined the emergence of diversion 
programs as a welfare reform strategy and the potential for diversion to affect access to 
Medicaid. The study reported on the use ofdiversion in aliSO States and the District of 
Columbia, and also included an examination ofthe experiences offive local communities in 
establishing and operating diversion programs. In addition to noting the importance of 
processing Medicaid applications even in cases in which TANF assistance is deferred, it 
highlights promising approaches that other States may follow to ensure access to Medicaid and 
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other support., sucllas child care, for those who obtain employment through diversion or are 
otherwise diverted from the T ANF rolls. 11 

. One oftb.toea! programs e1Wllined in the study is Montana's, which provides a child care and 
Medicaid only option for families with work or child support income. The study found that this 
has greatly increased demand for child care in Montana. 

Erunili.s Facing Sp~ific B!l!Iiers to EmplQ)'m~nl 

Although there have been dramatic gains in work for many TANF ramilie.. too many families 
with multiple barriers to success could be left behind. While many pareros on welfare have 
succeeded in moving to work despite extraordinary obstacles. others will need additional 
treatment and support services to work and succeed at work, and the St11les vary • great deal in 
the extent to which tbey have planned and invested in programs to provide these supports. There 
are no oompletely reliable estimate, ofspecific family needs among welfare families, but recent 
studies suggest that as many as 27 percent ofadults in the ....1000 nationally have a substance 
abuse problem; up to 28 percent have mental bealth issues; up to 40 percent have learning 
disabilities or low basic skills; and up to 32 percent are current victims ofdomestic violence. 

The Department (including both tbe Administration for Children and Families and the Substance 
Abuse and Mental Health Administration) has co-sponsored with the Department ofLabor a 
series of conferences on Promising Practices under welfare reform, which has featured 
practitioners and researchers providing information on the approaches to treatment and support 
that enable parent. facing these obstacles to prepare for work and succeed at work. However, 
while there are a number of States that have developed innovative and impressive approaches 
and 8 few States that have already made substantial investments,14 we are concerned that too few 
States are operating at a scaJe that will meet the need. One important accomplishment to note is 
that as a result ofyour strong focus on domestic violence, many States have made policy 
decisions and investments that focus for the first time on protecting and supporting women on 
welfare who have experienced domestic violence, 15 . The challenge now is to convince States of 
the importance of investing unspent TANF funds in these hard~to~serve adults remaining on the 
rolls. . 

11 Maloy, K. et ttl, A Description andA.s.seSSlnEn( a/Slate Approaches 10 Dlvtrsion Programs andActivities 
Under Welfare Reform. The George Washington Universlty Medical Center, Centerfor Health Policy Research. 
August 1998. 

Pavetti, I...aDonna A., et aI., /);wrsion as a Work-Orlf'l'lled W~lfiveReform Strategy andtts Effect onAccess 
to Medicaid, An Examination ofthe iZxperielfa!s afFive Local C()I'ttlfflIlfities. 1be George Washington University 
Medical Cenu:r, Center for Health Policy ReseaJth, publication pending. 
11 AnciJIaryServ-Jces toSllpport Weifare~to-Work. prq:med by Mathematica Policy Research. Inc., under 
oontIad. to DHHSlASPE, June 1998, 
u 1n Harm's Way? lJrJtru;i1ic Violet:«, AFOC Realpt and Welfare Rttform in Mossac/utselts, University of 
Massaobusetls, 1997. 
t4 For example, North Carolina is reported to be: doing innovative program.m.ing with substance abuse clients, 
and Washington is ~.oha\~ focusod attention OIl !he learning disabled. 
U Ancillary Services 10 Support Weifare.ro--Work,. pn:pa:red by Mathematiea Policy R.esearcb.lnc.. under 
conttatt 10 DHllSIASPE, June 1998, 
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Unobligated T ANF Funds 

While 17 States (including California, Dlinois, and Texas) have committed all of their FY97 and 
FY98 Federal TANF funds, the remainder of the Stales have about $3 billion (10 percent of the 
total) unobligated as of the fourth quarter ofFY 98, the subject of much attention in Congress 
and the press (see attached chart). The reasons include: Stale choices to hold resources for the 
future in rainy day funds; a time lag in reallocating funds left uncommitted as a result of 
unexpected caseload declines; and a time lag in implementing welfare reform on a statewide 
basis. 

Innovative investment ofthese funds is essential to the success ofwelfare reform. States need 
both to help working families to sustain and improve their employment and to help hard-to-serve 
family members overcome their various obstacles within the time limits, so that all families are 
given the chance to succeed. 

The Unfinished Agenda 

Making work pay - to lift families out of poverty - has always been one ofthis 
Administration's major goals. Your initiatives to expand the EITC and child care, to raise the 
minimum wage, and to encourage States to expand their earnings disregards through waivers, 
have been important steps toward the goal of every working parent being able to provide for their 
children's basic needs. Yet millions of young, low-income parents are not benefiting from 
programs like Medicaid, Food Stamps, and child care that could support their entry into the 
workforce and lift them out of poverty once they do work. 

Working parents, including both those who have left welfare and those never on assistance, 
should not have to worry about being unable to feed, house, clothe, or secure medical care for 
their children. Yet there are millions of children now living in working families with incomes 
below the poverty level. To make work pay and ensure the long-term success of welfare reform, 
forceful action is needed in at least three areas: supporting low-income working families who no 
longer receive, or never received, cash assistance; helping the less employable TANF recipients 
secure stable jobs; and continuing our efforts to ensure that legal immigrant families are treated 
fairly. 

Many ofthe proposals below are in your FY 2000 budget. We will see them enacted only if the 
Administration as a whole makes these items high priorities in any budget, tax or appropriations 
negotiations. 

Helping low-income working parents keep their jobs and find better ones 

1. Bold tbe States' reet to tbe fire. 
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Millions of eligible individuals are not participating in programs that would tift them out of 
poverty. We must use every means available to get States to reach out to these people and 
provide them with the benefits and services they need. 

2. 	 Enact your Child Care Initiative, which would make child care more affordable for 
bundreds of thousands of low~income working families and, through the Early 
Learning Fund, increase the quality of child care and promote school readiness for 
children across income level•. (in FY 2000 budget) 

We are currently providing child care assistance through Child Care and Development Block 
Grants for only 1,25 million of the 10 million children eligible. 

In addition, an extensive body of research shows thalthe poor quality of care many young 
children receive threatens their cognitive and social development. As you and the First Lady 
highlighted in the 1997 White House conference on early learning and the brain, the first three 
years are absolutely critical to an individual's intellectual development. Children who fall 
behind during this crucial period may never catch up, with devastating educational and economic 
consequences. This is why the Early Learning Fund should be a centerpiece of the 
Administration's education agenda. 

3. 	 Maximize access to Medicaid by publicizing the range of options available to States 
under current law to widen outreach and broaden coverage, and by continuing to act 
on reports that States may be inappropriately diverting eligible persons from Medicaid. 

Shortly, we will issue a guidebook describing the requirements governing Medicaid eligibility, 
application and enrollment. Under Medicaid, States have great flexibility in how they operate 
their programs. The guide will also highlight the options States have for facilitating enrollment 
-~ such as expanding coverage of working families under section 1931 and providing 
presumptive eligibility and 12 month continuous eligibility. As part ofour ongoing technical 
assistance activities, the Department will sponsor a "best practices" conference to help 
disseminate information on how to improve enrollment. We are also, as you know, working with 
the NGA on a range of outreach activities for both Medicaid and CHIP. 

4. 	 Eliminate unnecessary reporting requirements for transitional Medicaid, in order to 
provide this transitional bealth coverage to more working families. (in FY 2000 budget) 

This will lessen one ofthe main reasons cited by States and families for low utilization of 
transitional Medicaid. 

5. 	 Expand allowable u.es of the S500 million Medicaid fund created to cover the co.t of 
extra eligibility determination work resulting from the breaking of the link between 
welfare and Medicaid. (in FY 2000 budget) 

Giving States greater flexibility in the use of these funds for outreach would allow them to enroll 
in Medicaid and CHIP more children in families that are diverted from or never connected to 
TANF. 
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6, 	 Resist efforts to rescind the fund ...ailable for CHIP. 

7, 	 Enact your propo.al to increa.elhe minimum ...ge from $S.IS to SO.IS, 

Various studies have found that the average wage for·:hose leaving TANF for work range. from 
approximately $5.50 to S7,50:per hour, A minimum wase increase would put significantly more 
money in Ihe pocket' oflho .. p"l"ents currently working for less than 56,15 per hour and would 
likely also bump up the wage. ofmany now earningjusl over $6.15, 

8, 	 Make Food Stamp. m .... atees.iblelo worlting famili •• by: 

• 	 Eliminating lb. vehicle fair markel value test (whUe ... taining the more appropriate 
equity test; the equity is the amount the household would receive, and could use for 
food, ir the ear were sold); 

• 	 Giving States tbe option to implement quarterly reporting (in addition to tbe 
current options or monthly reporting or reporting any change w;thin 10 day.); and 

• 	 Increasing tbe error rate tolerance from the current $5, 8D action that would reduce 
potential State liabilities for .erviag working ramilies with cbanging circumstances, 

The latter two proposals do not require legislation, 

If savings are identified from the Iarger-than-expected decline in th. Food Stamp caseload, it 
would be appropriate and desirable to reinvest those dollars in the Food Stamp program to 
expand a""ess for working families, I know this is a priority for Secretary Glickman, and I 
completely share hi. goals in this area, 

The availability of Food Stamps as a support for such families can also he enhanced by 
encouraging State outreach, especially for ramilies diverted fiom or leaving TANF, and by 
clarifying State obligations under current law and regulations (which USDA did in a January 29 
letter to State commissioners). 

9. 	 Publish thelinal TANF regulations, which will.ncnurage States to help working 
families with transportation, child CAre or postMemployment edutatioD or training (to 
upgrade skills), and '0 oth.rwise us. TANF dolla", .....tiv.ly to accomplish the goals or 
welfare reform. 

In addition. the Department will continue to explore through demonstration projects innovative 
strategies to stabilize the employment and boost the earninss ofTANF recipients who find jobs, 

This year, the Department will award the flTst High Perfol'll1llJlce Bonuses on job retention and 
earnings gains, as well as initial job placement. We will continue to encourage States to focus on 
these goals, which will in turn provide us with a wealth ofinformation regardiog State 
perfonnance in welfare reform. 

http:propo.al
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10. Seeu ... the additio"'" SI44 million requested for 8UD's Welf.re-to-Work housing 
vouche" and the additional S75 million ••ught for Ibe Department o(Transportation's 
lob Acces. program in tbe FY 2000 budget. 

Im!esling jn all ramili... indudjnglhe hardest to serve 

II. Reautbonu DOL', Welf.re-to-Work program, which is targeted to high-poverty a ..... 
and to hard-Io-employ recipients. (in lbe FY 2000 budget) 

12. Encourage States to make tbe additional TANF investments (e.g., in substance abuse 
and mental bealtb services, services for victims of domestic violence, intensive work 
services) needed to move some of tbe more disadvantaged recipients into long~term 
employment. Also encourage States to invest in services for DOD-custodial parents, to 
help them increase their earnings and child support payments, 

Treating immigrants fairly 

13. Give Siaies the oplion of providing Medicaid and CHIP 10 legal immigrant children 
who enlered the country afler enactment of welfare reform. (in the FY 2000 budget) 

14. Give Stales Ihe oplion of providing Medicaid to pregnant Irgal immigrants who enlered 
the country after enactment of welfare reform, to ensure that their children, who will be 
U.S. cilizens, gel Ibe besl start in life. (in the FY 2000 budget) 

15. Release DOJIINS/State guidance on public cbarge. 

ClarifYing the public charge policy will ensure that 'immigrant families know which benefits they 
can access without fear of deportation or other adverse impact on their immigration status. thus 
addressing the potential effect of public charge on this community's receipt of needed benefits. 

16, Restore SSI .Bod Medicaid ror legal immigrants wbo entered after tnactment of welfare 
reform, bave been in the country for five years, and became disabled after entry. (in the 
FY 2000 budget) 

17. Restore Food Stamps for aged legal immigrants who were in country prior 10 passage of 
welfare ...form and turned 6S after tbat dale. (in the FY 2000 budget) 

Maintaining TANE funding 

18. Resist efforts to reduce Ibe TANF blotk grant and enatl the Administration's budgel 
proposal 10 uncap the contingency fund; Ibis combination will enbance Stales' ability 10 
meet needs not currenlly anticipated. 

As welfare reform has been implemented in a time of. strong nationai..:anomy, we know little 
about how effective the TANF program would be in other ..:anomie circumstances. In addition, 
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it is likely that railing caseloads have left on the welfare rolls a higher proportion offamilies who 
need intensive services, 

Cpnclusion 

Perhaps the most important step you can lAke as President is to help working families by 
fundamentally changing the perception ofprograms such as Food Stamps, health care 
(Medicaid/CHIP), and child care so that they are seen as supports for working families. Low and 
moderate-income working families should think ofFood Stamps, Medicaid, CHIP or child care 
subsidies as no different from student loans, Hope scholarships, or Pen Grants - which no on. 
considers welfare. States are the critical actors in this transformation and we need to hold them 
accountable for both moving more forcefully in restructuring their income support systems to 
make them worker.friendly. and investing TANF resources to ensure that all families move to 
work and suecend at it. The Stales need to focus on lifting working families out ofpoverty, not 
just getting them ime jobs. 

The initial success ofwelfare reform is clear. Now we must, through the actions described 
above. take the next steps toward making work pay and ensuring that no working parent is 
unable to meet their children's and their own basic needs. Our goal must be to lift every working 
family out of poverty. 

Attachment 
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MEMORANDliM FOR THE PRESIDENT 

I appreciate this opportunity to follow up on our conversation in Annapolis and provide 
you with some suggestions for potential addresses to state legislatures on welfare reform. 

As you knmv, many}mportar:t decisions on imptementing the new welfare law are being 
made now in state legislatures and statehouses across the country, Speaking LO state 
legislatures during this critical period. provides you with an opportunity to reinforce your 
commitment to welfare reform~ to challenge the states to work in a bipartisan manner 10 

make welfare reform work; and to highlight the numerous accomplishments related to 
welfare reform that we have made already by working together. 

Enclosed is a list of proposed states and an appropriate message related 10 welfare reform 
on which you could focus your address 10 each states' legislature. 

I look forward 10 nmhcr discussions with you on thiS issue. 

bha'a'a 
E!lclosure 
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Coloudo - Child Support: In Colorado tbe message couid be focused on tbe 
imponance of cbild support in welfare rcforln. Colorado has a model child suppOrt 
enforcement initiative including a in-hospital paternity establishment program, n license 
revocation program and a new cbild suppOrt enforcement web site linked to the federal 
OCSE home page. . 

Delaware - Teen Parentsffeen Pregnn!)cj': In Delaware tbe message CQuld be on teen 
pregnancy prevention - focusing Oli teens to end the cycle ofdependency. Delaware's 
welfare reform plan focuses on teen parents: requiring tbem to live at home or in an adult 
supervised setting, attend school, and participate in parenting and family planning 
education. 

florida - Child Care: In Florida you couid focus on the imponance of child care in 
helping people move from welfare to work. Florida is making s.ubstantial progress and 
investments in public~private partnerships to fmance child care services. The states' Child 
Care Partnership Act. part of its: welfare reform legislation, encourages employers, 
charitable foundations, and local governments to share in the cost of child care for low
income workers. 

Indiana - Maintaining the Investment in Helping Move People from Welfare to 
'Work: In Indiana you could highlight the state's investment and commi1mem to helping 
people move from welfare to work, Welfare rolls have fallen by more than 40 percent in 
Indiana_ To expand on the state's success, Indiana win continue to conduct projects using 
state funds to help those hardest to place welfare recipients achieve self sullidency. 

Missouri - \Velfarc to Work Jobs Cbal1engc: In Missouri the focus could be on YDur 
welfare to work jobs challenge, as tbe state has several innovative programs that work 
witb the private sector to create job opportunities for welfare recipients 

North Carolina ~ Child \Velrare: You could highlight your commitment to protecting 
cbildren and improving child welfare services, North Carolina was granted a child welfare 
waiver in November to make a significant change in the management of its child protective 
system, by promoting, measuring and rewarding successful outcomes for children. 

Oregon - Moving rrorn Welfllre to \Vork: In OregDn the focus could be 011 changing 
the welfare program to ajobs program Oregon has an innovative wage 
supplementation/private sector jobs initiative and a universal health care plan. removing 
any incentive to remain on welfare simply to receive health benefits. 
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Robert Bartley, Editor 
Editorial Page
Tne wall street Journal 
200 Liberty Street 
New York, NY 10281 

Dear Editor: 

Walter Lippman once : wrote , "When distant and unfamiliar and 
complex things are communicated to great masses of people, the 
truth 8uftere .. considerabl.e and. otten a radical distortion. ~. II 
r fear that is the case 1n your July 18, 1994 editorial, ·punting 
on Welfare. U 

The Clinton Administration is not shy about debating the 
merits of tbe Work and RQaponaibllity Ac~ of 19~4, but tho 
starting point for constructive diseussion must be in getting the 
facts right. 

In light of your paper's important role as a daily public
reference, I'd like to correct several errors. 

The President's proposal represents the clearest and mos~ 
significant departure from tho ~tatua quo OVer propo~ed. 

This proposal chanq$s the system from one which has focused 
on son4in~ out welfare checks to one Vhich prepares people to go 
out and earn paychecks. 

From day one, the new system will focus on making young 
mothers self-Ilufficient. , 

Each participant wil'l join with her caseworker in designinq 
an employability plan -- a work and traininq agreement
dosiqned to move her into a real job as quickly as possible. 

NoW, let's clear up some of your mora qlaring distortions~ 

First, you contend that we would end the requirement that in 
two-parent families one of the parontG should work tor welfAre 
benefits. 

That is flat-out wrong. Under our proposal, by ~he year 
2000, we will have almost one million people completely off 
welfare or working. Almost 400,000 of them will be in our 
subsid1zed WORK program. That's in agdition to the separate work 
requirements in current law tor two-parent families, which we are 
IlS1.t changing. 

http:SeCRETA.RV
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second, you oompa~e o~r WORK program to the CErA programs of 
the 19708. Here aqain, this is a radical di$tortion of the 
trl.lth. 

CETA ~as about creating larqe numbers of public sector jObs.
Our bill stresses work-for-va9QG -- neithor & CETA nor ~ wQrkrare 
approach. In fact, our WORK program, with its focus on private 
sector jobs, is tougher and smarter than the major Republican
altArnativec vhioh feature workfare. Our plan represents serious 
discussions with business leaders and the owners of both larqe 
and small companias. Under our plan, the only way to 9Qt cash 
support a~ter two years is to go to work -- preferably in an 
unauDsidized privata sector job; it necessary in a subsidized 
~orl< pro9ram. 

In contrast to CETA, many of the subsidized jobs will be in 
the private s.etor~ ~nd will come with all the responsibility 
that 6htails. Those who don't work, won't get paid. And anyone 
who turns down a private sector job at any point will be dropPQd
from the program. 

In short, the time limits and work requirements containeu in 
our plan -- the first ever proposed -- reprasent a bold departure 
tro~ welfare as we know it. 

As you point out, the worst thing would be to continue ~ith 
huge numbers of people enduring the current system. The best way 
to GVoid that !s by conducting an honest and open debate on the 
merits of the Presiaent'~ proposal. 

Sincerely, 

Donna E. Shalala 


