THE SECRETARY OF HEALTH ARD MUMAR SERVILES
WARHING T OR. DL, PONGL

MIR 22 1958

MEMORANDUM FOR THE PRESIDENT

Introduction

The purpose of this memorandum is to provide a summary of:

« what we know now about the effects of welfare reform;

» what we know gbout the implementation of welfare reform, including State policy
and spending choices; and

« what implications this information has for the next steps and the unfinished agenda of
welfare reform,

Welfare reform has been successful in moving many, many families from welfare 1o work. Yet,
the gvailable evidence suggests that there are “winners” and “Josers” among welfare families -
some families are benefiting substantially from the new incentives, requirements, and
opportunities and others are being left behind. And while a varisty of studies show positive
tmpacts on earnings, many parents leave welfare for work yet still do not eam enough to raise
their families out of poverty, Our challenge now is to make work pay so that no working family
1s forced to live in poverty.

In order to achieve this full promise of welfare reform, we need to focus attention on supponing
working families through a range of strategies, 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 supported work. Finally, we need to continue our
efforts to ensure hat legal immigrant families are treated fairly.

The Research Evidence

Despite the broad array of ongoing research about welfare reform, it is still early and our
knowledge in many areas is still imited. We know a lot about effects on employment and
earnings, but we know little sbout effects in other domains, such as child well-being or family
structure, and we know very little sbout low-income families who do not enter the welfare rolls,
Also, welfare reform has been implemented in the context of s strong nmational economy, so we
know little about the effect of welfare reform in other economic circumstances.
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There is solid and consistent evidence from a variety of sources that welfare reform has
increased the average employment and earnings of welfare recipients. This finding, that welfare
reform and the strong economy have indeed had 5 positive impact on work, is the most solid of
the research findings we have, because it comes from so many different sources.

+  Experimental studies of State waiver demonstrations and other work programs that gre very
similar to TANF programs show gonsistently positive impacts on employment and earnings'.
Recent results from specific State programs at the upper range show employment increases in
the range of about 7 to 29 percent, and earnings increases of about 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 gefcam ever employed increased by 17.0 percentage points (28.8 percent) over 18
months. e - S

»  TANF administrative data from 39 States shows a 30 percent increase in employment among
TANF recipients in the fourth quarter of FY 1997, compared to the first three quarters. Over
the same period, the sverage earings of those employed increased by 17 percent, from $506
ta $392 per month,

+  Analyses of data from the Census Bureau's annual Current Population Survey (CPS) indicate
& clear patiern of increased employment. The March employment rate of previous-year
AFDC sdult recipients 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 of poverty 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 vears.

Other Impacts of Welfare Reform

The evidence about impacts on family income, on food security and hunger, on health insurance
status, on child putcomes, and on other family experiences, are much fess clear at this point. The
best reading of the available evidence suggests that because the baseline levels of employment
and earnings for welfare recipients are so low, even with substantial increases most families
exiting welfare continue to be poor; and that while some families are benefiting dramatically

! Fein, David ot al, Indiana Welfare Reform Evaluation: Program Implementation and Economic Impacts
After Two Years, AD Associates, Ing., November 1948

Bloom, Dan et al, The Family Transition Program: Implementation and Interim Impacis of Florida's Initial
Time-Limired Welfare Program, MDRC, Aprit 1998,

Miller, Cynthia et al, Aaking Welfure Work and Work Pay: implementiction and 18-Month Impacts of the
Minnesota Family Invesiment Program, MDRC, October 1997,

Miller, Cynthia et of, Making Wellare Work and Work Pay: lmplementation and 18-Month Impacts of the
Minnesota Family fnvestmerd Program, MDRC, October 1997,

U.8. Department of Health and Human Servives, Admindstration for Children and Families, Temporary
Assisiance for Needy Familles (TANF} Progran: First Asnvol Report to Congress, August 1998,
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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 numbers of people are becoming
homeless or that more children are being moved inte foster care {see below),

»  Results from waiver demonstrations and studies of recipients who left welfare (Mieaver”
studies) for the most part indicate that sverage family income has been unchanged with some
families increasing their income but others experiencing declines, For example, 2-year
impacts on clients assessed as “job-ready” from Indiana’s waiver demonstration showed
garnings up 17.0 percent {$1,374) and quarters of employment up 12.8 puerccnt but total
combined income from earnings and benefits was unchanged

» When earnings are combined with the EITC and other benefits, most famihies who go to
work would have a higher income than if they had remained on welfare. In the average
State, 8 woman with two children could be better off working 20 h week
would be on welfare, However, not all eligible families are accessing 1ax eredits 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 famuhies may be losing income.
CPS data indicate that real average family income for the bottom qumt:!e of female-headed
families with children declined between 1995 and 1997, after increasing from 1993 to 1965.°

»  Some individuals leaving welfare may earn too much to quahify for Food Stamps, or they
may be unaware of their eligibility, For example, a South Caroling leaver study found that
17 percent reported having had no way te buy food some of the time since leaving TANF.
{This was true of nine percent while on TANF.) Having a job did not reduce the probability
of not having a way to buy food.®

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

¢ Fein, David ot al, /adigna Welfare Reform Evaluation: Program Implementation and Econemic Impocts
After Twe Years, Al Associates, Inc., November 1998

South Caroling, Department of Social Services, Survey of Former Family Inﬂepeﬁdeme Program Clients;
Casey Closed During April Through June, 1997, huly 1998

Cantian, Mania et al. Post-Exit Earnings and Benefit Receipt Among Those Who Left AFDC in Wisconsin,
Institute for Research on Poverty, University of Wisconsin-Madison, October 1998,

Bioom, Dan et al, The Fomily Transition Program: Implementation and Interim Impacts of Floride s Initind
fime-Limited Welfore Program, MDRC, Agnl 1958

Fein, David, and Karwelt, Jennifey, The ABC Evaluation: The Farly Fconomic Impuacts of Delaware 's A
ﬁeﬁw Chance Weltare Reforms Program, Abt Associates, Inc, December 1997,

Bavier, Richard, “An Early Look at the Effects of Welfare Reform,”™ unpublished mannscript.
8 South Carolina, Depariment of Social Services, Susvey of Former Family Independence Program Clients;
Cazes Closed During April Through June, 1947, July 1998.
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A 1997 Maryland study found that, of the 1,810 children in their sample of families 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 of respondents — 19
families - reported that since leaving welfare they have had a child live with someone else
because they couldn’t care for them, but almost as many 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 report. 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 of the 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 of reasons.

Because of your efforts, Medicaid coverage has been preserved to a substantial extent under
welfare reform. Nonetheless, Medicaid enrollment dropped by about 1 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 of people 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.

1

Bom, C. ct al. Life Afler Welfare. Family Investinent 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 of Those Leaving AFDC or W-2 January to March 1998, Preliminary Report, Wisconsin

Department of Workforce Development, January 1999,
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» Food Stamp participation fell from an average of 27.4 million persons in 1994 to 21.5 million
persons in 1997 — a drop of 5.9 million. During this same period, the number of persons
living in poverty fell by only 1.5 million, from 38.1 million to 36.6 million. Since 1997,
Food Stamp participation has dropped even further to 18.6 million persons in December
1898, Part of this drop is due to the new restrictions on Food Stamp participation by certain -
legal immigrants and able-bodied unemployed adnits without dependent children, Alse,
many eligible individualsnay erroneously believe that onice they leave or are diverted from
TANF they are also ineligibie for Food Stamps. In addition, many of the factors cited for the
decline in Medicaid participation also apply te Food Stamps. While imaugrants and able-
bodied unemployed adults without dependent children account for & significant portion of the
decline in Food Stamp participation, 60 percent of the decline can be atiributed to fewer
AFDC/TANF participants,

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

tate Policy Choices

States have a wide array of choices 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 of the implementation of welfare reform noted that the pervasive changes
in social programs since enactment of the Personal Responsibility and Work Opportunity
Reconciliation Act “have occurred in large part because strong signals have been sent by
governors and State legisistors that 8 work-based spproach to welfare reform is no longer just
one Federal priority among many but is now  central objective within each State.”® Almost all
of the States have moved 10 “Work First” models, requiring recipients to move quickly into
available jobs,

Bevond the focus on work, three other themes stand out about State policy choices:

# Zimmerman, Wendy and Michael! Fix, Declining Immigrant Applications for MediCal and Welfare Benefits
in Los Angeles Coynty, The Urban Institute, Washington, D.C,, July 1998,

Fix, Michael and Jeftrey 8. Passel, Trends in Noncitizen's and Citizen's Use of Public Benefits Following
%’e{{’m Reform, 1994 to 1997, The Urban Institute, March 1999,

Nathan, Richard P. and Gais, Thomas L., Implementation of the Personual Responsibility Act of 1996,
Federgliss Research Group, The Nelson Rockefeller Instisute of Government, Siate University of New Yark,
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»  As envisioned in the statute, there is 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 is no single, typical program.

»  State choices about TANF policy and implementation can sffect families” ability to receive
other benefits for which they are eligible (such as Medicaid and Food Stamps), sometimes in
unintended ways. The “delinking” of eligibility for Medicaid and TANF, for example, offers
States both challenges and new opporiunities. When families learn they can receive
Medicaid coverage without having to receive welfare, they may be less likely fotumto
welfare in the first place. Therefore, we must be clear that States are accountable for
ensuring access to these benefits for eligible families.

»  Many States have not yet reinvested the TANF resources freed up by declining caseloads to
help families with more intensive needs (for examgple, families with a disabled parent or
child, families with 8 member who needs substance sbuse or mental health treatment,
families suffering from domestic viclence) move to self-sufficiency before the time limits
take effect. We must keep challenging States to make these investments, while at the same
time protecting the TANF resources in the Congress.

Making Work Pay and Requiring Work

States have enacted policies to make work pay, generaily by increasing 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 States
have raised their limits on assets and/or vehicles so that families do not have to get rid of 2
vehicle that may be thewr 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 States requiring work within 45 days
to 6 months; 17 States requiring work within 24 months; and 3 States with other time frames for
work. In addition, some States use a narrow definition of “work,” whereas others allow for a
broader range of activities, including training or volunteering. There is no Federal penalty
associated with failing to meet this requirement, so States have considerable flexibility in how
they structure and enforce it. Many States have chosen 10 treat this requirement a5 a broad goal
for the system, and we are not aware of any State except Pennsylvania that is treating it as a strict
time limit that could lead to termination of individual families from assistance.

Another major feature of State policy regarding work is the increased use of sanctions if 8 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 Siate use of sanctions under
welfare reform. For example, waiver demonstrations indicate that a demonstration county in
Florida increased its sanction rate from seven to thirty percent and Delawsare’s sanction rate
increased from nearly zero to fifty percent.’® Under PRWORA, if the individual in & family

o Bloowm, Dan et al, The Family Transition Program. Implementation and Early Impacts of Florida s initicl
Tune-Limited Welfare Program, MDRC, May 1997,

Fein, David, and Karweit, Jennifer, The ABC Evaluation: The Early Economic Impacts of Delaware 3 A
Better Chance Welfore Reform Program, Abt Associsies, Inc., December 1997,
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receiving assistance refuses to engage in required work, the State has the option to either reduce
or terminate 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 family for not cooperating
with work requirements (typically afier 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 “intermittent” time limits with a lifetime limit of 60 months (for example, Louisiana
limits TANF receipt to 24 months in any 60 month period, with a lifetime limit of 60
months),

= B 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 families 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).

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 resclve 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 a job 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 of diversion in all 50 States and the District of
Columbia, and also included an examination of the experiences of five 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 supports, such as child care, for those who obtain employment through diversion or are
otherwise diverted from the TANF rolis.*!

- One of the local programs examined 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,

Although there have been dramatic gains in work for many TANF families, too many families
with multiple barriers to success could be lefl behind. While many parents on welfare have
succeeded in moving 1o work despite extraordinary obstacles, others will need additional
treatment and support services to work and succeed at work, and the States vary 2 great deal in
the exient to which they have planned and invested in programs to provide these supports. There
are no completely reliable estimates of specific faniily needs among welfare families, but recent
studies suggest that as many as 27 percent of adulis in the caseload nationally have a substance
abuse problem; up 1o 28 percent have mental hezlth issues; up to 40 percent have learning
disabilities or low basic skills; and up 1o 32 percent are current victims of domestic violence,

The Department (including both the Administration for Children and Families and the Substance
Abuse and Mental Heaith Administration) has co-sponsored with the Department of Labor a
series of conferences on Promising Practices under welfare reform, which has featured
practitioners and rescarchers providing information on the approaches to treatment and support
that enable parents 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 & few States that have already made substantial investments,”® we are concerned that too few
States are operating at a scale that will meet the need. One impontant accomplishment to note is
that a3 8 result of your strong focus on domestic violence, many States have made policy
decisions and investments that focus for the first time on protecting snd supporting women on
welfare who have experienced domestic violence.' . 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. ’

H Malay, K., et al, A Description and Assessment of State Approvches fo Diversion Programs and Activities
Under Welfare Reform. The George Washington University Madical Center, Cemer for Health Policy Research,
August 1998,

Pavetti, Lalonng A, ¢t al, Diversion as a Work-Oriented Welfare Reform Strategy and its Effect on Access
to Medicaid, An Exnmination of the Experiences of Five Local Communities. The George Washington University
Medical Center, Center for Health Policy Research, publication pending.

12 Ancillary Services to Support Welfore-to-Work, prepared by Mathematics Policy Research, Inc., under
coniract 1o DHHS/ASEE, June 1998,

B In Harm's Way? Domestic Viotence, AFDC Receipt and Welfare Reforms in Massachusetts, University of
Massachusetts, 1997,

H For example, North Caroling is reporied 1o be doing innovative programming with substance abuse clients,
and Washington iz reporied o have fogusad aliention on the learning disabled,

? Ancillory Services to Support Welfare1o-Work, prepared by Mathematica Policy Research, Inc., under
contract to DHHS/ASPE, hme 1998.
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nobligated TANF Fund

While 17 States (including California, Illinois, and Texas) have committed all of their FY97 and
FY98 Federal TANF funds, the remainder of the States have ebout $3 billion (10 percent of the
total) unobligated as of the fourth quarter of FY 98, the subject of much attention in Congress
and the press (see attached chart). The reasons include: State 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 of these funds is essential to the success of welfare 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 of this
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 of the proposals below are in your FY 2000 budget. We will see them enacted only if the
Administration as a8 whole makes these items high priorities in any budget, tax or appropriations
negotiations,

ing low-income workin nts k ir j n T

1. Hold the States’ feet to the fire.
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Millions of eligible individuals are not partictpating in programs that would lift 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 levels. (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 that the 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 & centerpiece of the
Administration’s education agenda.

3. Mazximize 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 of our 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 health coverage to more working families. (in FY 2000 budget)

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

5. Expand allowable uses of the $500 million Medicaid fund created to cover the cost 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. Regist efforts to rescind the funds available for CHIP.
7. Enact your proposal te increase the minimum wage from $5.15 to $6.15.

Various studies have found that the average wage for-hose leaving TANF for work ranges from
approx,lmattly $5.50 to $7.50° Jper hour. A minimum wage increase would put significantly more
money in the pockets of those pwrents currently wnrkmg for less than $6.15 per hour and would
likely also bump up the wages of many now earning just over $6,15.

8. Make Food Stamps more accessible to working families by:

» Eliminating the vehicle fair market valoe test (while retaining the more appropriate
equity test; the equity is the amount the household would receive, and could use for
food, il the car were sold);

= Giving States the option to implement quarterly reporting (in addition to the
current options of monthly reporting or reporting any change within 10 days); and

» Increasing the error rate tolerance from the current 85, an action that would reduce
potential State labilities for serving working families with chaaging circumsiances.

The latter two proposals do not require Jegislation,

If savings are identified from the larger-than-expecied decline in the Food Stamp caseload, it
would be appropriate and desirable to reinvest those dollars in the Food Stamp program to
expand access for working families. 1 know this is a priority for Secretary Glickman, and 1
completely share his goals in this area.

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

9. Publish the final TANF regulations, which will encourage States to help working
families with transportation, child care or post-employment education or training (to
upgrade skills), and to otherwise use TANF dollars creatively to accemplish the goals of
welfare reform.

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

This year, the Department witl award the first High Performance 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 of information regarding State
performance in welfare reform.
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10. Secure the sdditional $144 million requested for HUD’s Welfare-to-Work housing
vouchers and the additional $75 million sought for the Department of Transportation’s
Job Access program in the FY 2000 budget.

11, Reauthorize DOL's Welfare-to-Work program, whic'h is targeted to high-poverty areas
and to hard-to-employ recipients. (in the FY 2000 budget)

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

Treating immigrants fairly

13. Give States the option of providing Medicaid and CHIF to legal immigrant children
who entered the country after enactment of welfare reform. (in the FY 2000 budget)

14. Give States the option of providing Medicaid to pregnant legal immigrants who entered
the country after enactment of welfare reform, to ensure that their children, who will be
U.S. citizens, get the best start in life. (in the FY 2000 budget)

15. Release DOJ/INS/State guidance on public charge.

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, thugs
addressing the potential effect of public charge on this community’s receipt of needed benefits.

16. Restore SS1 and Medicaid for legal immigrants who entered after enactment of welfare
reform, have been in the country for live years, and hecame disabled after entry. (inthe
FY. 2000 budget)

17. Restore Food Stamps for aged lega! immigrants who were in country prior to passage of
welfare reform and turned 65 after that date. {(in the FY 2000 budget)

18. Resist efforts to reduce the TANF block grant and enact the Administration’s budget
proposal to uncap the contingency fund; this combination will enhruce States’ ability to
meel needs not currently anticipated,

As welfare reform has been implemented in & time of & strong national economy, we know little
about how effective the TANF program would be in other economic circumstances. 1o addition,
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it is likely that falling caseloads have left on the welfare rolls a higher proportion of families who
need intensive services.

Conclusign

Perhaps the most important step you can take as President 1s to help working families by
fundamentally changing the perception of programs such as Food Stamps, health care
{Medicaid/CHIP), and child care 3o that they are seen as supports for working families. Low and
moderate-income working families should think of Food Stamps, Medicaid, CHIP or child care
subsidies as no different from student loans, Hope scholarships, or Pell Grants — which no one
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 mvesting TANF resources to ensure that all families move to
work and succeed at it. The States need to focus on lifling working families out of poverty, not
just getiing them into jobs,

The initial success of welfare 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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MEMORANDUM FOR THE PRESIDENT

I gppreciate this opportunity to follow up on our conversation in Anpapolis and provide
you with some suggestions for potential addresses to state legislatures on wellare reform.

As you know, many important decisions on impiementing the new welfare law are being
made now in state legistatures and statehouses across the country. Speaking (o state
legislatures during this critical period, provides you with an opportunity o reinforce your
commitment to welfare reform; 1o challenge the states 10 work in & bipartisan manner 1o
make weltfare reform work; and to highlight the numerous accomplishments related 1o
welfare reform that we have made already by working together,

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

{ loak forward 1o further discussions with you an this issue.

onna 15 Shalala

Enclosure
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Colorade - Child Support: In Colerado the message couid be focused on the
imporiance of child support i welfare reform. Colorado hag a model child suppornt
enforcement initiative including s in-hospital paternity establishment program, ¢ license
revocation program and 2 new child support enforcement web site linked 16 the foderal
OCSE home page. )

Delaware - Teen Parenis/Teen Pregnancy: In Delaware the message could be on ieen
pregnancy prevention ~ focusing on teens to end the cyele of dependency. Delaware's
welfare reform plan focuses on teen parents: requinng them to live at home or in an adull
supervised setting, attend school, and participate in parenting and family planning
education. )

Florida - Child Care: In Florida you couid focus on the imporiance of child care wn
helping people move from welfare to work. Flonida is makeng substantial progress and
investments in public-private partnerships to finance child care services. The states’ Child
Care Partnership Act, part of its welfare reform legislation, encourages employers,
chaniable foundations, and local governments to share in the cost of child care for Jow-
income workers.

Indiana - Maintaining the Investment in Helping Move People fromt Wellre o
Work: In Indiana you could hughhght the state’s investment and commitment to helping
people mave from welfare to work, Welfare rolls have fallen by more than 40 pereent in
indiana. To expand on the state’s success, Indiana will continue 1o conduct projects using
state funds to help those hardest to place welfare reciptents achieve self suiticiency,

Missouri - Welfare to Work Jobs Challenge: In Missouri the focus could be on your
welfare to work jobs challenge, as the state has several innovative programs that work
with the private sector to create job epportunities for welfare recipients,

North Carelina - Child Welfare: You could highlight vour commitment 1o proteciing
children and improving child welfare services, Nonth Carolina was granted a child weliare
waiver in November to make a significant change in the management of its child protective
system, by prometing, measuring and rewarding successful outcomes for children,

Oregon - Moving lrom Welfare to Wark: In Oregon the focus could be on changing
the welfare program to a jobs program, Oregon has an innovative wage
supplementation/private sector jobs initiative and a universal health care plan, remaoving
any incentive (o remain on welfare simply 1o receive health benefits.
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Robert Bartley, Editer
Editorial rage

The Wall street Journal
200 Liberty Streat

Heow York, NY 10281

BDear Editor:

Walter Lippman once:wrcte, Ywhen distant and unfamiliar and
complex thinge are communisated to great masses of people, the
truth suffers a considerable and often a radical distortion...

I fear that 1s the case in your July 18, 19%¢ editorial, ”Panting
on wWalfare.®

The Clinton Administration is not shy about dsbating ths
merits of the Work and Responsibility Act of 19294, but the
starting point for constructive discussion must be in getting the
facts right.

In light of your pa&er'é important role as a daily public
reference, 1'd like to correct saveral errors.

The President's proposal represants the clearest and most
significant departure from the statuas gquoe aver proposed.

This proposal chanyés the aystem from one which has focused
on sending out welfare checks to one which prapares people to go
out and earn paychecks.

From day one, the new system will focus on making voung
mothers self-sufficient., |

Each participant will join with her caseworker in designing
an emplovablility plan ~-=- a work and training agreement ~-
dasigned t¢ move her inte a real job as quickly as possibla,

Now, let's clear up some of your mora glaring distortions.

First, you contend that we would end the regquirement that in
twa—p?rann families ona of the parents should work for welfare
penaflits. )

That is flat-sub wrong. Under our pruposal, by the year
2000, we will have alumost one million people completely off
walfare or working. Almost 400,000 of them will be in our
subsidized WORK program. That!'s in addition to the separate wark
requiraments in current law for two-parent families, which we are

ngt changing.
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fecend, you ocompare our HORK program to the CETA programs of
the 19708. Here again, this is a radical distortion of the
truth.

CETA was about creating large numbers of public sector jobs.
Cur bill stresses work-for~wages «= ngithor a CETA nor a workfrara
approach. In fact, our WORK program, with ite focus on private
sector jobe, is tougher and sparter than the paior Republican
alternatives which feature workfare. Our plan represents serious
discussions with business leaders and the owners of both large
and small conpanies. Under our plan, the only way to gat cash
pupport after two years {8 to go to work =-- preferably in an
unsubsidized private sector job, if necessary in a gubsidized
work program, .

In contrast to CETA, many of the subsidized jobks will be in
the private sector, and will come with all the reasponsibility
that entails. Those who don't work, won't get paid. And anyone
who turns down a private sector job at any peint will bs droppad
from the proygram.

In short, the time limits and work reguirementa contained in
our plan -- the first ever proposed ~- reprasent a bold departure
from welfars as we Know it.

As you point out, the worat thing would b to continuve with
huge nunbers of pecple enduring the current system. The best way
to avoid that is by c¢onducting an honest and open debate on the
merits of the President's proposal.

Sincerely,

Donna E. Shalala



